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Welcome speech of Prof. Zoran Janevski, Director of the 
Institute of Economics – Skopje

Dear Rector, Prof. Nikola Jankulovski, 
Dear professors, researchers, students, colleagues, 
I would say Dear friends,

It is indeed my pleasure to welcome you at this International Scientific 
Conference on CONTEMPORARY CHALLENGES OF ECONOMIC 
GROWTH AND SUSTAINABILITY OF BUSINESSES. The conference 
is organized by the Institute of Economics Skopje, which is an integral unit 
of the Ss. Cyril and Methodius University in Skopje, the largest, the oldest 
and the best ranking University in North Macedonia. My name is Zoran 
Janevski, and I am a professor at the Institute of Economics and Director of 
the Institute.
The Institute of Economics – Skopje was founded in 1952, and this year it 
celebrates 70 years of its existence. During these 70 years, the Institute has 
been an active participant in almost all significant economic challenges faced 
by the country and the world. For the last 7 decades the Institute has been 
continuously developing its leading role in the country in the field of higher 
education and research, conducting masters and PhD studies in several 
study programs in the fields of Economics and Organizational Sciences and 
Management. More than 1080 students have obtained a Master’s degree and 
more than 170 candidates have successfully defended their doctoral thesis 
at the Institute of Economics – Skopje. During its existence the institute has 
developed and realized more the 500 research projects, and has published 
more than 180 special publications. In the last 24 years a scientific journal of 
the Institute called Economic Development has been published. The journal 
has an International Editorial Board and it is indexed in several databases 
and repositories.
This conference is part of our anniversary celebration and it is dedicated 
to the economic growth and sustainability of businesses. This year we are 
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almost 120 participants, and we are very happy about it and I would like 
to welcome all of you. You come from 6 different countries, and today we 
are going to listen to 50 presentations on economics and business-related 
research works. The programme is organized in three parallel sessions, 
online on the MS Teams platform.
Why we chose this specific name for our conference? The world is facing 
many Global challenges in the last years. First, the COVID-19 pandemic: it 
turned our lives and economies upside down—and I am afraid it is still not 
over. Second, the war crisis in Ukraine. The economic consequences from 
this crisis spread fast and far, hitting hardest the world’s most vulnerable 
people. Hundreds of millions of people were already struggling with lower 
incomes and higher energy and food prices, and this war has made this 
much worse. Third, for the first time in many years, inflation has become 
a clear danger for many countries around the world. In economic terms, 
growth is down and inflation is up. Macroeconomic imbalances have 
reached unprecedented proportions. The world is facing growing income 
inequality across and within countries.
All these and many other issues play the essential, the most crucial role 
in the global economy, and we at the Institute of Economics – Skopje are 
confident that it is already the critical moment to start working together, to 
discuss these issues, to share our research findings and results, to exchange 
our views and increase our efforts to make our choices and to identify 
solutions.
I wish you a fruitful debate, courageous, but argumentative and fact-
based, and I am convinced that it will lead to concluding observations 
and recommendations that will help improve the situation related to the 
Economic Growth and Sustainable Businesses.

Thank you.



Welcome speech of Prof. Nikola Jankulovski, Rector of 
Ss. Cyril and Methodius University in Skopje

Dear Director of the Institute of Economics – Skopje, prof. Zoran Janevski,
Dear scholars, researchers, colleagues,

It gives me great pleasure to welcome you to the international conference: 
CONTEMPORARY CHALLENGES OF ECONOMIC GROWTH AND 
SUSTAINABILITY OF BUSINESSES. 
This conference is organized as part of the 70th Anniversary celebration of 
the Institute of Economics – Skopje, Ss. Cyril and Methodius University 
in Skopje. Since its beginnings, the Institute of Economics has positioned 
itself as a significant factor in development of the economic thought in the 
country. In the complex and dynamic environment that imposes ever higher 
standards in the process of research and acquisition of knowledge and 
skills, the Institute of Economics paves its way to success by implementing 
a significant number of scientific and applied projects and supporting the 
creation of economic policies. Much of the Institute’s value lies in its long-
standing commitment to enhance education and science, as a driving force 
of economic and social development.
Over the past seven decades, the Institute has achieved a respectable 
development on a wider scale. This is a result of the high professionalism and 
consistency in the mission of the Institute, but also of the commitment and the 
efforts of its management and employees throughout the years. Numerous 
scientific research projects have been prepared with other education and 
research centers from Europe and the world, with which the Institute of 
Economics cooperates in tackling scientific issues and knowledge transfer.
Universities in modern societies cover wide areas of activities, exploring 
the concepts, trends and ideas that define the expectations of science and 
higher education. Ss. Cyril and Methodius University has always actively 
supported the efforts for scientific breakthroughs and their application in 
education, business and the society. Today, more than ever before, science 
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has the power to change the world we live in and to shape the future. Science 
and its application in education and business is the basis on which economic 
benefits are created for both companies and the society. 
In these trying times, the world is facing numerous challenges with 
unforeseeable consequences and implications in all aspects of human’s 
life. Faced with sharp reduction of economic growth, energy crisis, surging 
inflation, sluggish investments, as well as disrupted supply chains, among 
others, economies are struggling to introduce policies in an attempt to 
alleviate the implications of this crisis and set solid grounds for revitalization 
of the economy and business. Fostering economic growth and creating 
favorable businesses environment is probably one of today’s most important 
challenges for the humanity.
Having said the above, this Conference brings together scholars and 
researchers with an aim to discuss the ongoing challenges of economic 
growth and sustainability of businesses. In these new circumstances, there 
is an indisputable need to use all available resources to create policies and 
well-designed structural reforms aimed at mitigating the adverse changes 
and expected implications in short and medium term, so as to build the 
foundations for future prosperity. 
It gives me a great pleasure to see that a significant number of speakers shall 
present their research and insights at this conference. More than 50 papers 
will be presented in 3 parallel sessions covering various aspects pertaining 
to the economic growth, macroeconomic and sectoral policies as well as 
critical business issues. 
I wish all participants at the conference fruitful discussions while sharing 
their insights and much cooperation in the future as well.

Thank you.
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PART I - DETERMINANTS OF ECONOMIC GROWTH – 
CURRENT SITUATION AND PROSPECTS



MARJANOVIĆ DARKO, Senior Research Associate, Institute of Economic 
Sciences, Belgrade, Serbia, e-mail: darko.marjanovic@ien.bg.ac.rs  

LAZIĆ MILENA, Research Associate, Institute of Economic Sciences, 
Belgrade, Serbia, e-mail: milena.lazic@ien.bg.ac.rs  

MACROECONOMIC PERFORMANCE OF WB 
COUNTRIES - EMPIRICAL INVESTIGATION

Abstract: The beginning of the 21st century was dominated by significant 
events that reshaped the Western Balkan (WB) region’s political and social 
structure. The period was characterized by political stabilization and 
renewal of the transition process, which resulted in economic growth and 
development of the region. During this period, the Western Balkan countries 
based their economic growth on accelerating domestic consumption (as a 
part of aggregate demand) and, consequently, real wages. 
Nevertheless, the Global financial crisis dramatically affected the Western 
Balkan region. Even though the crisis began in 2007, the Western Balkan 
countries felt the crisis’ adverse effects at the end of 2008, when institutional 
investors started to withdraw their funds, which profoundly impacted the 
level of foreign currency savings. Furthermore, the Global financial crisis 
caused a decline in imports, a balance of payments deficit and reduced FDI 
inflows which further affected the macroeconomic stability of the region. 
The economic recovery began in 2010. The main result was moderate 
economic growth in almost all Western Balkan countries. 
The positive economic trends were abruptly interrupted in early 2020 by 
the COVID-19 influenced health and economic crisis. The COVID-19 crisis 
resulted in a global slowdown in trade and economic activity, with health 
and other pandemic costs rising sharply. The emerging crisis has negatively 
affected the economic growth and development of most Western Balkan 
countries. In order to prevent the adverse economic effects of the crisis, the 
Western Balkan economies have introduced a set of fiscal and monetary 
policy measures (tax policy measures, measures of direct incentives from 
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the budget, measures to preserve liquidity etc.). These measures aim to help 
maintain companies’ liquidity and preserve jobs, which can significantly 
induce a faster exit from the economic crisis after the end of the global 
pandemic. After the initial shock in the second quarter of 2020 and the 
subsequent recession, most of the Western Balkan countries’ economic and 
social support programs contributed to their slight recovery in 2021. In 
other words, macroeconomic stability was preserved, and new production 
capacities were activated, which was followed by a slight recovery of foreign 
direct investments. Provided that the Western Balkan countries managed to 
achieve macroeconomic stability before the crisis, there was room for the 
economic policy response to be adequate in scope and structure.
According to the above mentioned, the subject of this paper is a comparative 
analysis of key macroeconomic indicators (Real GDP, Inflation, 
Unemployment rate, Exports and imports of goods and services, Foreign 
direct investment) of the Western Balkans in the period 2006-2021. The aim 
is to assess their relationship and position and draw adequate conclusions 
and recommendations for policymakers accordingly. The research is based 
on a descriptive analysis of secondary data from The Global Economic 
database.
A comparative analysis of the selected macroeconomic indicators indicates 
that the COVID-19 pandemic and the global slowdown have had the least 
severe impact on Serbia compared to other Western Balkan countries. This 
was a consequence of the achieved macroeconomic and financial stability, 
previous growth dynamics, built fiscal position, timely implementation of 
the comprehensive package of measures, and its economic structure. In the 
forthcoming period, it can be expected that the Western Balkan region, with 
the implemented structural reforms, will ensure macroeconomic stability and 
the creation of a favourable foreign direct investment environment, which 
will undoubtedly impact their further economic growth and development.

Keywords: macroeconomic indicators, WB countries, economic growth

International Scientific Conference
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SILVANA MOJSOVSKA, Full-time professor, Institute of Economics – 
Skopje, University Ss. Cyril and Methodius in Skopje,  
e-mail: s.mojsovska@ek-inst.ukim.edu.mk   

MACROECONOMIC STABILITY AND GROWTH 
DETERMINANTS OF THE REPUBLIC OF NORTH 

MACEDONIA

Abstract: This article addresses major macroeconomic stability’s challenges 
and growth determinants of the Republic of North Macedonia, imposed by 
external and internal factors. An overview of the macroeconomic indicators 
of the country in the period 2016-2021 serves as a basis for identifying 
the macroeconomics trends, as well as outlining the particular areas of 
policy-making where outstanding risk-management would be necessary in 
the mid/long term. The research undertaken for this paper indicate that the 
major macroeconomic policy challenges relate to public debt management, 
budget deficit and inflation. Over the analyzed period, the gross external 
public debt rose from 48.4% of GDP (2016) up to 60.8% of GDP (2021). 
Although this increase has been largely attributable to COVID-19 crisis 
management, it raises issues about the debt sustainability and features of the 
public finance management policy. Budget deficit rose from lowest 1.8% 
of the GDP (2018) to 8.1% (2020) and 5.4% (2021), implying to the high 
volatility related to crisis-management. Furthermore, the external shocks 
driven by war in Ukraine, energy and food prices’ increase, as well other 
turmoils on the international scene, have reflected into rise of the inflation 
from -0.2% (2016) to 3.2% (2021), which calls for cautious risk management 
in this field.   
In addition to the overall macroeconomic developments, the paper 
particularly addresses foreign trade structure. It has changed significantly 
in the past decade, reflecting the inflow of export-oriented FDIs in the 
automotive industry. As a result, the foreign trade structure became highly 
concentrated in terms of products and trade partners. The top three exporting 
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products had share of around 30% of the total export in 2021, while top 
ten products that absorb over 50% of the total export include only two 
products of the traditional macedonian industries - steel and tobacco. In 
addition, the foreign trade structure indicates high import dependence of 
the export, which, regrettably, has not resulted into substantial net effect 
for the country. The trade deficit deepened from 1.7bn Euros in 2016 to 
2.7bn Euros in 2021. As the changes in the foreign trade structure over 
the analyzed period has been solely driven by FDIs, the analysis about the 
growth determinants of the country leads to the issue of the competitiveness 
of the national economy. The manufacturing industry has participated with 
18% in the GDP in 2019 (pre-Covid data are considered), while trade had 
share of 20%. The share of the small companies (1-9 employees) dominates 
with over 82% in the total business entities of the country, reflecting into 
high volatility of the private sector from any type of crisis. 
The GDP average growth rate has been 2.8% over the period 2000-2019, 
which led to an increase of GDP per capita (in PPP terms) from US$6151 
to US$17565 over the period. However, the EU average GDP per capita (in 
PPP) was US$33000 in 2019. Shrinking the gap with the EU would require 
GDP growth of at least 5% a year, if the Republic of North Macedonia 
aims to achieve genuine progress. In purpose of acceleration of the GDP 
growth, several issues must be addressed - low productivity; low rate of 
innovation and technological development; shadow economy; unfavorable 
structure of the economy: mismatch among the labour market demand and 
supply, as well as education system which does not reflect the needs of the 
economy. All these issues result into the low competitiveness of the national 
economy. The paper discuss on these issues and provides recommendations 
about policy outlook and actions necessary for improvement of the state of 
affairs in the mentioned areas.

Keywords: macroeconomic indicators, growth, competitiveness
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OANA-RAMONA LOBONȚ, Prof. PhD, Department of Finance, Faculty of 
Economics and Business Administration, West University of Timisoara,  
e-mail: oana.lobont@e-uvt.ro

ANDREI TRIP, Bachelor Student, Finance and Banking, Faculty of Economics 
and Business Administration, West University of Timisoara,  
e-mail: andrei.trip00@e-uvt.ro 

ALEXANDRA-MĂDĂLINA ȚĂRAN, PhD Student, Doctoral School of 
Economics and Business Administration, West University of Timisoara, e-mail: 
alexandra.taran@e-uvt.ro

LAVINIA-DANIELA MIHIȚ, PhD Student, Doctoral School of Economics and 
Business Administration, West University of Timisoara,  
e-mail: lavinia.mihit@e-uvt.ro 

NICOLETA-CLAUDIA MOLDOVAN, Prof. PhD, Department of Finance, 
Faculty of Economics and Business Administration, West University of 
Timisoara, e-mail: nicoleta.moldovan@e-uvt.ro  

A MULTIDIMENSIONAL ANALYSIS TO COORDINATE 
THE RELATIONSHIP BETWEEN PUBLIC 

GOVERNANCE AND QUALITY OF LIFE ACROSS  
THE EUROPEAN UNION STATES

Abstract: This research aims to map the challenges faced by public 
governance in supporting and increasing the level of EU Member State’s 
societal well-being through a complex multidimensional analysis that 
was achieved by including a set of modern methods, namely bibliometric 
analysis, vector quantisation, and cluster analysis that were applied on 
a sample of countries formed by the EU Member States. In this respect, 
the proposed research supports using two of the most relevant descriptive 
indicators of the two analysed phenomena, respectively the composite index 
of quality of life (excluding its subdivisions) and the six indicators that 
reflect the dimensions of public governance to explore the interdependence 
between them. To capture essential indicators of the public governance and 
the quality of life index, official data was used, being considered, extracted 



and processed only the data for the year 2020. Due to the unavailability 
of data regarding the quality of life index, countries such as Luxembourg, 
Malta and Latvia were excluded. Still, the United Kingdom continued 
to be included due to its membership until 2020. The research objective 
proposes to assess the impact of public governance on societal well-being, 
involving a graphical and tabular representation of a complex classification 
and hierarchy of the EU Member States. The ranking of the analysed 
countries was obtained according to the perspective of the progress made 
at the governmental decision-making level, through which the quality 
of life was subjected to multidimensional approaches. Moreover, we 
conducted a cluster analysis, which involves the Euclidean distance method 
as a method of measuring distance, the method of vector quantisation by 
employing a powerful analytic platform, namely KNIME that allowed us 
to apply the K-means algorithm, an algorithm that minimises variations 
within the cluster, and graphical representation of disparities between the 
EU Member States and to allow the formation of an overview of the level 
recorded by each indicator, taking into account both sets of the indicators 
of the two analysed phenomena. Therefore, both through the KNIME and 
STATA software, the data set was processed in order to visually represent 
the results, obtaining both the hierarchy and the grouping of countries 
into clusters. Following the cluster analysis, the analysed countries were 
distributed according to the values   recorded for each selected indicator. 
The results highlight significant disparities between the EU Member States 
in assessing public governance measures to ensure societal well-being. 
Regarding the disparities between European member countries, at the top of 
the hierarchy, we identified different effective states such as Denmark and 
Finland; results were recorded because the population of these countries feel 
a very high level of quality of life due to highly efficient public policies and 
services. In contrast, we identified other specific countries on the opposite 
hierarchy spectrum, such as Romania and Bulgaria. These countries face 
considerable difficulties in significantly improving the quality of life of 
their citizens, mainly due to the poor way these countries are managed and 
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administered. The results outlined another relevant aspect of the cluster 
analysis, respectively, that in the countries of central and northern Europe, 
high values   of all indicators are registered, while in the eastern and southern 
areas of Europe, these countries registered minimum values. Furthermore, 
the research results outline the most essential and relevant channels through 
which public governance can significantly contribute to improving societal 
well-being, considering the importance of decision-making transparency, 
simple methodologies, and meritocracy.

Keywords: public governance, societal well-being, cluster analysis, vector 
quantisation, European Union
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PRODUCTIVITY AS A SOURCE OF ECONOMIC 
GROWTH - CURRENT SITUATION AND PROSPECT IN 

THE REPUBLIC OF NORTH MACEDONIA

Abstract: Today’s world situation has made it difficult for economies to 
function. Economies continue to struggle with the impacts of the COVID-19 
pandemic, first to protect people’s health and also to ensure the recovery of 
the economy. This current process has been interrupted by the war in Ukraine 
and all countries must find ways to ensure macroeconomic stability. So, 
the insurance of economic growth is paramount. Productivity growth is the 
one of the most important sources and a key factor for sustained economic 
growth. Economic recovery and an increase in GDP are preconditions for 
reducing poverty and improving quality of life.
Productivity is an indicator of the use (exploitation) of the potential of inputs 
for creating new value added in the economy. In the long term, productivity 
growth is dependent upon innovation, investment in physical capital, and 
investment in human capital. These immediate factors are shaped by the 
environment in which enterprises operate: market structures, infrastructure, 
the institutional framework and the quality of governance. The main 
objective of this paper is to study productivity growth in the Republic of 
North Macedonia and to analyse and propose measures that can be taken 
and stimulate productivity.
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There are two primary ways of measuring productivity: labor productivity 
and total factor productivity (TFP). Throughout this paper, productivity is 
considered as output (gross domestic product - GDP) per input of a unit 
of labour. This concept takes into consideration the number of economic 
engaged people, rather than the number of working hours as the measures of 
labour input in the economy. Therefore, the indicator of labour productivity 
in the Republic of North Macedonia that is calculated yearly and quarterly, 
is a weighted sum of sector-level productivity as a ration between the value 
added of a sector and the number of employed persons. The analysis uses 
the database of State Statistical Office and National Bank of Republic of 
North Macedonia.  
Also, the total factor productivity (TFP) is considered in this paper. 
Productivity calculations use the Solow growth model of economic growth 
as a function of labour, capital and productivity. As such, TFP measures 
the effectiveness of combined factor inputs and is often used to represent 
technological progress. TFP may also incorporate wider factors such as 
organizational and institutional characteristics. TFP is also widely known 
as a Solow’ residual. The calculations of the TFP for the previous period of 
2000-2020 are presented in this paper.
These two aspects cover the productivity in macroeconomic contexts. The 
other crucial aspect in the analysis of productivity is the level of productivity 
of the enterprise. 
The Enterprise Survey conducted by the World Bank in 2009, 2013 and 
2019 include 360 enterprises in North Macedonia. The Survey covers 
the question about labour productivity growth by year. This measure that 
explains the performance of the enterprises is essential to the conclusions 
about the productivity in firms. 
Evaluating employee perceptions of productivity and recent changes in 
work due to COVID-19 is also valuable for the overall state. Hence, the 
questions on productivity were part of the online survey distributed among 
employees in North Macedonia. The findings from the received responses 
are also included here.
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Labour productivity in North Macedonia is low, and in the past five years 
even negative. Quarterly, the labour productivity shows the lowest values 
in the 2020 which is the year of the pandemic and cannot be referenced 
for comparison. Besides that, the labour productivity is with low level and 
mostly with negative values in the whole analyzed period (2012–2020).
The calculations of the total factor productivity using the Solow’s growth 
model and Cobb-Douglas production function for the past twenty years, 
shows that GDP average growth is 4,97% and the TFP contribute by 1,69%. 
Therefore, the expectations for the increase of the GDP and reaching 
economic growth that can be sustainable is possible with increasing total 
factor productivity in the North Macedonia.   

Keywords: economic growth, labour productivity, total factor productivity, 
firm productivity                   



26

Contemporary challenges of economic growth and sustainability of businesses

ANGELA ZAFIROVA¸ MSc, Institute of Economics - Skopje, Ss. Cyril and 
Methodius University in Skopje, North Macedonia,  
e-mail: angela.zafirova@ek-inst.ukim.edu.mk     

BILJANA ANGELOVA, PhD, Institute of Economics -Skopje, Ss. Cyril and 
Methodius University in Skopje, North Macedonia,  
e-mail: b.angelova@ukim.edu.mk    

THE RELATIONSHIP BETWEEN ENERGY 
CONSUMPTION AND GROSS DOMESTIC PRODUCT: 
POTENTIAL IMPACT OF THE ENERGY CRISIS ON 
THE ECONOMIC GROWTH OF THE REPUBLIC OF 

NORTH MACEDONIA

Abstract: Energy is a key source of economic growth for any economy 
because of the fact that many consumption and production activities involve 
energy as a basic input. Energy is one of the most important inputs for 
economic development. Some analysts and many studies suggest that 
energy consumption has a positive correlation with the economic growth of 
a country. First objective of this paper is to explore the relationship between 
gross domestic product (GDP) and energy consumption on the sample data 
taken for the period from 2008 to 2020 for the Republic of North Macedonia. 
Energy consumption measured in kilo tons of oil equivalent, is taken as an 
independent variable and gross domestic product (GDP) measured in million 
denars is taken as dependent variable. To study the relationship between 
the two variable this paper implies descriptive statistics, correlation and 
regression analysis. Regression analysis is used to describe the dependence 
of GDP on energy consumption regarding the possible causation of changes 
in GDP by changes in energy consumption. Pearson’s r correlation coefficient 
show that the variables of interest are strongly related to each other while 
the regression analysis show a statistically significant positive correlation 
between energy consumption and economic growth measured by GDP. 
These results identify how important is the energy consumption for the 
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economic growth of the Republic of North Macedonia. Second objective of 
this paper is to comment on the potential impact of the energy crisis on the 
economic growth of the Republic of North Macedonia because of the strong 
relationship between the energy consumption and the economic growth. 
Energy crisis is defined as a price rise of the available energy resources or a 
big shortfall in the supply of the energy resources. Usually it is referred to 
shortage of electricity, oil, natural gas and other natural resources.  If there 
is not sufficient energy, industrialization will not take place, it is crucial 
for running industries and output units, for residual and commercial use, 
for transportation, etc. As the world is changed entirely by globalization, 
financial and economic crisis, Covid-19 pandemic and the most recent 
energy crisis, many issues have emerged among which the energy got 
sufficient attention of researchers. The 2021-2022 global energy shortage 
is the most recent in a series of cyclical energy shortages experienced over 
the last fifty years and it is affecting the countries all around the world. 
In a country where the economic growth is high dependent on the energy 
consumption, as it is the case in the Republic of North Macedonia, it is 
expected that the decrease in the energy consumption caused by the recent 
energy crisis will lead to a reduction in the GDP. Therefore, this paper 
suggests that the Government of the Republic of North Macedonia should 
focus on utilization of energy resources which in turn will smooth the way 
for economic development. Additionally, the Government should support 
projects which will enable a shift from oil usage to other energy resources 
available such as hydro energy, wind and solar energy and to encourage 
domestic energy production rather than importing.

Keywords: energy consumption, GDP, energy crisis, economic growth



28

Contemporary challenges of economic growth and sustainability of businesses

OANA-MARIA COZMA, PhD Student,”Alexandru Ioan Cuza” University of 
Iași, Faculty of Economics and Business Administration,  
e-mail: cozma.oana@feaa.uaic.ro 

SLAVERY AS A DETERMINANT OF ECONOMIC 
GROWTH. THE CASES OF BRITISH AND DUTCH 

EMPIRES

Abstract: When someone hears the word slavery, most people think of the 
past, of a long-gone era that has no bearing on today’s society. However, 
slavery is a topic that continues to attract academic interest, with historians, 
sociologists, psychologists, and economics all studying it. The widespread 
interest in the study of slavery is demonstrated by the repercussions that this 
past institution has had on the world that we know today. From an economic 
standpoint, the issue of slavery is intriguing because it may give information 
on the economic growth of states that were involved in this practice. 
The purpose of this paper is to examine various perspectives in the academic 
literature towards the economic impact of transatlantic slavery within the 
British and Dutch Empires. Moreover, the present article aims to observe 
how and if the enslavement of Africans influenced the economic expansion 
of the two state entities. During several centuries, the British Empire, 
together with the Dutch Empire, were actively involved in the transatlantic 
slave trade, particularly during the 16th, 17th, 18th, and 19th centuries. The 
transatlantic slave trade was an international slave trade in which enslaved 
Africans were transported from Africa to the Americas across the Atlantic 
Ocean. On the one side, the British Empire possessed slave-labor plantations 
in North America and the West Indies, which mostly produced cane sugar, 
tobacco, and rice. The Dutch Empire, on the other hand, was more of a 
maritime phenomenon, with just a few true colonies in the Caribbean, North 
America, and Taiwan. Due to slave labor, Dutch plantations have become 
involved in the production and commerce of coffee, sugar, and tobacco.
The main key findings of this article were outlined as a result of a literature 
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review on the implication of slavery in the economic growth of the British 
and Dutch Empires. In all, eighteen sources were examined, including ten 
books and eight articles. Jstor, ProQuest, Science Direct and Francis and 
Taylor were the main databases used. The primary keywords employed 
were transatlantic slavery, British Empire slavery, Dutch Empire slavery, 
slavery profitability. More specifically, books and articles supporting the 
idea that slavery was a determinant of the British and Dutch empires’ 
economic growth and general development were analyzed, as well as books 
and articles arguing that slavery was not such a profitable activity, and thus 
had little impact on the empires’ economic expansion. 
The key finding suggests that starting with the British Empire, slavery had a 
huge influence on its economic expansion, according to the literature review. 
The West Indies, it is believed, has become a pivot for the British Empire’s 
social and economic development, since the sugar cane plantations, which 
were built on slave labor, generated the greatest profits of all the imperial 
colonies. On the contrary, other studies claim that the impact of slavery on 
the British Empire’s economic growth is overestimated. They indicate that 
because of the expenditures involved in transporting slaves from Africa to 
the Americas, the transatlantic slave trade has actually been less profitable. 
The literature review discourse is similar in the case of the Dutch Empire. 
There are opinions which argue that the transatlantic slavery did not impact 
positively the economic growth of the Empire as this kind of trade was 
expensive, risky and it took a long time to be successfully accomplished. 
Nonetheless, other researchers estimate that, while the Dutch plantations 
did not generate substantial profits, the commerce in coffee, sugar, and 
tobacco had a significant economic influence inside the Empire because it 
established new businesses to process and refine raw products.
In conclusion, it should be noted that the academic literature that studies 
the importance of slavery on the economic growth of the British and Dutch 
Empires is highly divided. Both pro and con perspectives on the relevance 
of slavery use strong arguments and proofs in order to sustain their point of 
view. Despite the fact that the international literature has not yet reached an 
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agreement, this issue continues to spark researchers’ interest. It is necessary 
to demonstrate, on a moral basis, if an institution that exploited a certain 
group of people for centuries was a determinant of economic success for the 
world’s most developed countries.

Keywords: slavery, transatlantic slavery, British Empire slavery, Dutch 
Empire slavery, profitability
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ROMANIAN HEALTH CARE SYSTEM IN TIMES OF 
COVID PANDEMIC 

Abstract: The COVID-19 pandemic has significant consequences on the 
social, political, economic and healthcare aspects of most of the countries. 
Since it is the third coronavirus outbreak of international concern during 
the last 20 years, it becomes clear that the transformation of various aspects 
at both individual and societal and governmental levels is inevitable. The 
current pandemic has actually been considered a reality check for many 
economic sectors, in general, and healthcare systems, in particular, in 
terms of their overall readiness. The healthcare expenditures tremendously 
augmented along with the increase in the intensity of this new virus. Some 
short and long run effects on human capital can be depicted or estimated, 
based on the experience from other pandemics and recessions. On the short 
term, any health crisis burdens the healthcare systems and government 
assistance programs, reduces the work capacity, the stock of human capital 
and the economic prosperity. On the long run, the particular characteristics 
of the current crisis raise the risk of the potentially lasting morbidity among 
its many survivors. Therefore, in the context of COVID-19, a major concern 
was related to the fact that low and middle income states would be much 
harder hit than the advanced countries not only from the economic point 
of view, but also from the human capital stocks’ perspective. Considering 
all these aspects, the purpose of this study is to investigate the effects of 
Coronavirus pandemic on the human capital stock of Romania and the 
potential recovery pathways. In order to achieve this purpose, we have 
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used an empirical approach based on the secondary data investigation, 
with the help of which we investigated how Romania managed to react to 
the pandemic, from the public health perspective, in comparison with 4 of 
the most developed economies from European Union in 2019: the United 
Kingdom, Spain, Germany and France. We have chosen these states since 
they were both among the first states according to the real GDP/capita in 
EU in 2019 and the worst hit by the COVID-19 pandemic. According to our 
findings, in Romania the number of the confirmed cases was much lower 
than in the other four developed states, but the severity of the disease among 
those affected was higher, at least during the last months. Meanwhile, 
during the last two years, we notice that Romania had the highest number 
of death per million persons among the five considered states only in two 
short periods: between middle of April and middle of July, and middle of 
September and middle of December. 
However, despite all these, the current health crisis has highlighted 
some areas of the Romanian healthcare system where improvements 
are immediately required so that other future similar scenarios could be 
successfully managed. Therefore, it is expected a new model of healthcare 
delivery, with more emphasis on preventive measures, remote care and 
substantial technological improvements. Moreover, in order to control and 
limit the long term effects of COVID-19, it is important to consider the 
health and economics impacts of the pandemic in a close relationship. 

Keywords: human capital stock; education; healthcare system; COVID-19 
pandemic 
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ESTIMATING PUBLIC CLIMATE FINANCE USING 
OBJECTIVE-BASED COST COMPONENT APPROACH  

Abstract: Global warming-induced climate change is the single greatest 
threat facing humanity. The fight against climate change and achieving the 
primary objective of the Paris Agreement to limit global average temperatures 
to well below 2°C, while pursuing efforts to stay within 1.5°C, requires 
serious and strong climate action by all stakeholders. Climate change is 
also considered as the “greatest investment opportunity in history” valued 
at about 10 percent of global GDP, providing an unprecedented opportunity 
to unlock massive economic and social benefits that can help achieve the 
Sustainable Development Goals (SDGs). 
Climate finance globally reached USD 632 billion in 2020 with an annual 
increase of only 10%, compared to 25% in previous years. The achieved 
level is far from the USD 4.35 trillion required per year to meet climate 
objectives by 2030. Developed countries committed to collectively 
mobilizing USD 100 billion per year by 2020 to assist developing countries 
for meaningful mitigation actions and transparency in implementation. The 
commitment was reiterated at CoP 26 in Glasgow and extended to 2023. 
The public sector plays a more prominent role in providing climate finance 
as their share is about 52% of total climate finance each year. Globally, the 
public sector continues to provide almost all of adaptation finance, while 
the private sector mostly provides mitigation finance. The COVID-19 
pandemic negatively affected the growth of international climate finance as 
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many developed countries cut these flows. Public climate finance in many 
developing countries was impacted negatively since the implementation of 
their national NDCs mostly rely on international support. 
North Macedonia submitted its roadmap to reduce greenhouse gas emissions 
by 51% by 2030 through its Enhanced Nationally Determined Contributions 
(ENDC). The ENDC has 63 mitigation policies and measures (PAMs) that 
require EUR 25.03 billion for implementation which is largely expected to 
be provided through public climate finance, especially international support. 
The purpose of this paper is to present a methodology to estimate public 
climate finances using the Climate Budget Tagging (CBT) tool developed 
jointly by the Ministry of Environment and Physical Planning and the 
UNDP in 2021. The CBT tool helps in identifying, classifying, weighting, 
and marking climate-relevant expenditures in a government’s budget system 
which subsequently enables the government to estimate, monitor, and track 
climate-relevant expenditures in the budget. As it provides information on 
climate-relevant spending, it enables the government to make informed 
decisions and prioritize climate investments across sectors.
The introduction of CBT includes the process of identifying programmes that 
are climate-relevant along with their earmarked budget in the government 
budget and attaching a climate budget marker such as a tag to budget lines 
or groups of budget lines. Following the identification of both mitigation- 
and adaptation- related climate programmes, the next step in using CBT 
would be to determine the level of relevance of the programme to climate 
change as some part of the budget allocated to the identified programme as 
climate-relevant may not contribute to climate objectives. 
Considering the limitation of the available climate finances both globally 
and at the national level to address climate change and the urgency of 
addressing climate impacts, CBT is vital for prudently addressing rapidly 
growing climate concerns. By generating data on climate-relevant spending, 
which the usual budget classification would not do, CBT enables public 
scrutiny to strengthen accountability and transparency of climate spending.  
To illustrate how the tool works, this paper will use data from financial 
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statements for the execution of the budgets of the City of Skopje for the 
period 2018-2020 and assess the public climate finance for the City at the 
programs and activity level.  Assessing the level of climate relevance of the 
identified climate programmes, a combined objective-based cost component 
method will be used. In this approach, relevance level is calculated as the 
percentage of total expenditure for each climate intervention minus the share 
of the expenditure that would take place under a business-as-usual (BAU) 
scenario. This method also acknowledges that some of the programmes 
already have climate functions built-in; when these programmes are 
implemented to contribute to climate functions, the additional benefit they 
would provide also needs to be considered.

Keywords: climate change, climate finance, climate budget tagging, North 
Macedonia, City of Skopje 
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 THE IMPLICATIONS OF DIGITALISATION AND 
COVID-19 ON HEALTH SYSTEMS OF THE EUROPEAN 

UNION COUNTRIES

Abstract: The health systems of the EU Member States are significantly 
shaped by the new developments and challenges in technology integration 
and the era of digital transformations, all of these being amplified by the 
COVID-19 pandemic, requiring various objectives, strategies, and priorities 
to bridge national gaps in the health systems and enhance the integration of 
digitalisation in the field of public health. This paper aims to examine the 
connection and implications of digitalisation and COVID-19 dimensions 
on public health, identify the impact of the integration of technology in 
health systems and measure the effects of representative indicators of the 
COVID-19 extent on public health, within the 27 European Union Member 
States, over the year 2020. The methodology employed consists of applying 
two procedures, namely: cluster analysis performed by agglomerative 
clustering and analysis by applying the method of vector quantisation on the 
EU27 Member States - clustering through the dendrogram for the indicators 
of the digitalisation dimension to partition the analysed countries into 
homogeneous clusters and tabular representation of the most representative 
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indicators considering all three dimensions surveyed (health, digitalisation 
and COVID-19) by grouping countries into three clusters, and analytical 
approach that consisted in applying data mapping that allows a hierarchy 
of sample countries - graphical representation of the most representative 
indicators related to health, digitalisation and COVID-19 to capture the 
increase or decrease in time of the degree of specific indicators. The main 
results encompass that the discrepancies in terms of health, digitalisation 
and COVID-19 tend to manifest differently in the analysed EU countries. 
Moreover, the results highlight the best performing countries in terms 
of health, digitalisation and COVID-19, the countries that need support, 
the introduction of policy initiatives to increase the level of digitalisation 
in the medical field, and strategies to strengthen health systems affected 
by the COVID-19 pandemic. Further, the results indicate that the level 
of digitalisation of health systems presents significant gaps between EU 
countries. The level of digitalisation is low in countries such as Romania, 
Greece, Bulgaria, Cyprus, and the Czech Republic. In contrast, the highest 
level of digitalisation is recorded in countries such as Finland, the Netherlands, 
Ireland, and Denmark. Also, as digitalisation has a more pronounced 
emphasis on health systems, certain benefits and associated risks emerge. 
Next, the results indicate significant discrepancies in terms of health; the 
countries Romania, Estonia, Bulgaria, and Croatia need improvements 
and considerable support in terms of all analysed indicators of the health 
dimension. On the other hand, countries such as Ireland, Finland, Denmark, 
and Belgium can serve as models of best practices and effective strategies 
for the optimal functioning of the health system. The COVID-19 pandemic 
exerts major pressure on European health systems, stressing the importance 
of integrating and the existence of technology in the field of health. The 
results of the research indicate negative consequences and high values of 
the representative indicators of COVID-19 dimension (number of cases, 
number of deaths, positive tests) both in the health systems of the Member 
States of the European Union and in terms of society, countries such as 
the Czech Republic, Slovakia, Lithuania, Poland, Romania, and Croatia 
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where the number of deaths is significant, these countries also having a 
high number of positive tests. Besides, this research emphasises that the 
entire EU community needs common approaches and considerable efforts 
to improve health systems, especially in terms of digitalisation, given the 
gaps and challenges generated by the COVID-19 pandemic. Ultimately, the 
results reveal a series of specific recommendations, strategies, and guidelines 
for improving and strengthening the health systems of the European Union.

Keywords: EU-27, vector quantisation, agglomerative clustering, health 
systems, digitalisation, COVID-19 
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THE IMPACT OF THE COVID-19 PANDEMIC ON 
CERTAIN MACROECONOMIC INDICATORS IN THE 

WESTERN BALKAN COUNTRIES

Abstract: This article reflects the impacts of the COVID-19 pandemic 
on the Western Balkan countries (Republic of North Macedonia, Serbia, 
Montenegro, Croatia, Bosnia and Herzegovina, Albania and Kosovo). Like 
the other countries in every corner of the world, countries from the 
Western Balkan region were not remain immune of the consequences of 
the pandemic. Even before the pandemic, these countries struggled with 
underdeveloped economies, weak democratic institutions, weak social 
infrastructure, outward migration, political uncertainties, considerable 
socio-economic inequalities and shortfalls in public investment. It is 
assumed that these weaknesses may deepen further as a result of economic 
slowdown stemming from the Covid-19 crisis. With lower wealth and 
growth rates than their Western European counterparts, they lack the funds, 
medical assets and crisis-management systems to effectively counter the 
crisis. However, the good thing is that the governments were implemented 
a wide range of preventive and restrictive measures related to mobility and 
economic activity of the people, as well as introduced stimulus packages, 
mobilizing both financial aid and monetary policies, to ease the economic 
impact and help their citizens.
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This paper analyzes the strength of economic impact of the ongoing crisis 
on key macroeconomic variables: gross domestic product, unemployment 
rate, poverty rate, export, import, inflation, non-performing loans, public 
debt, current account balances in the Western Balkan countries. The data 
used are statistical data obtained from the data base of the World Bank. We 
use a qualitative and quantitative approach in order to find out if there are 
any changes on these indicators in pre-covid and during the covid period. 
We also examine if there have been a sharp decline in inflows of foreign 
direct investment and remittances taking into the account that this flows 
play a key role as a source of finance in these economies.
The finding of this analysis is that the pandemic impacted on the Western 
Balkan countries with different strength in each country and with different 
extent on each indicator. In general, the coronavirus crisis has overwhelmed 
the health systems and finances of Western Balkan states. There were 
decreases in aggregate supply and aggregate demand, reduce in external 
demand due to closing the borders and stopping travel, contraction in 
GDP rate, increasing poverty rate, deceleration of both public and private 
investment, decreasing in remittances as a consequence of lockdown’s 
effect on enterprise revenues. In almost all countries the crisis caused an 
increase in youth unemployment, which raised the question of a possible 
new wave of migration. Consumer prices have been rising gradually since 
the beginning of 2021.  Furthermore, there were a deceleration of both 
public and private investment.
The paper points out the main challenges that the economies of these 
countries will face in the years to come. 
We predict that this region will start to recover due to rebound in domestic 
consumption, as social distancing measures eased and recovery in the 
advanced economies, which will provide a boost to demand for the region’s 
exports. Travel across Europe will boost remittances as well as tourism 
inflows. Imported inflation through commodity, oil, and food prices is likely 
to continue putting pressure on producer prices.

Keywords: Covid-19 pandemic, Western Balkans, macroeconomic 
indicators 
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CHALLENGES OF THE DEMOGRAPHIC AGEING IN 
THE REPUBLIC OF NORTH MACEDONIA – CURRENT 

SITUATION AND PROSPECTS 

Abstract: The process of demographic aging in North Macedonia began in 
the mid - 1990s when its population reached the threshold of demographic 
age (rank 4 out of 7). The 2002 Census data showed that in less than ten years, 
total resident population had entered in the stage of demographic age (rank 
5). It was influenced by the intensified permanent emigration abroad, which 
in the next two decades took on the character of an exodus. According to 
2021 Census data total resident population in the country amounts 1836713 
inhabitants that is 9.2% less than in 2002. All relevant indicators show that 
today the population is in the stage of deep demographic age (rank 6).
The aim of the paper is to identify the manifested changes and current 
situation related to basic functional contingents of the resident population in 
North Macedonia, the main challenges in terms of demographic and socio-
economic development, as well as prospects on the population development 
on mid and long term. In the research, the available data of State Statistical 
Office and other relevant institutions are used.
The analyses show that accelerated demographic ageing in the period 
2002-2021 is accompanied with great and very unfavorable changes in the 
basic functional contingents of the population in the country. They indicate 
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that the number of children (0-14) has decreased for more than one fourth 
(27%), of young people (15-29) for almost one third (32%), and working-
age population for 12.4%. As for the reproductive base of the population, in 
2021 compared to 2002, a significant decline was recorded of female fertile 
population (15-49) and of women on optimal reproductive age (20-34) i.e. 
for 21.4% and 25.3%, respectively. At the same time great increase of older 
population and progressive demographic aging of this contingent happened. 
The population aged 65+ increased by 47%, and the elderly (80+) for more 
than twice. 
The current unfavorable demographic situation impose challenges related 
to mitigation of the enormous decrease of the resident population, through 
stopping the decline of the natural population increase in the country and the 
intensive emigration abroad. In the last decade the number of children born 
abroad amounts more than 50 thousand. It means that with the emigration 
abroad North Macedonia besides young population is losing significant part 
of the natural population increase. The decrease of the reproductive base of 
the population causes additional problems associated with further decrease 
of the fertility and births in the country, which consequently will lead to 
smaller number of children.
As a result of the working-age population decrease, particularly of young 
population (15-29) North Macedonia faces lack of labour force and rising 
mismatch in the labour market’s supply and demand. Related to the available 
human resources in the country should be beard in mind and the decrease 
of the younger (30-39) and older middle age (40-49) population, which in 
the period 2002-2021 was 16% and 12%, respectively. Due to great decline 
in the number of children, a decline in the inflow of new generations of 
working-age population and young labour force on mid and long term 
would be expected. Available human resources are and will remain a key 
factor for the economic development of the country.
The significant increase in the number of older population imposes a 
burden on the sustainability of the pension system in the country. It will 
be a big challenge, particularly in terms of decrease of the young working-
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age population and unfavorable situation on the labour market. Also, the 
intensive aging process of the older population implicates rising need for 
social care of elderly, related to the capacities for their institutional care and 
implementation of different forms for non-institutional care.
Accelerated population aging imposes serious challenges, which in the 
current demographic situation in North Macedonia require creation of 
comprehensive strategy for family. It should include all relevant aspects 
related to promoting the position and sustainability of the family, by 
strengthening the role of the marital community, increasing the quality of 
child care, better educational system, increasing the employment and living 
standard, improving health and social care, enhancing family support, 
including care for older family members, etc. These changes should also 
contribute for decrease of the emigration abroad.

Keywords: demographic ageing, population development, human 
resources, elderly population, North Macedonia
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INFLUENCE OF THE ONLINE FREELANCING TO THE 
LABOR MARKET 

Abstract: Technological development has transformed and shaped the labor 
market. The digitalization of the production processes and the appearance 
of new business models have consequently generated new professions and 
new modes of working resulting in greater labor prosperity and efficiency. 
Internet is growing into a huge labor market where freelancers offer their 
knowledge and skills. The online labor market or gig economy is rising 
and becoming a standard for almost all knowledge workers. Online gig 
platforms enable remote workers to serve multiple projects from their 
homes instead of working full-time for a single employer. According to 
the Online Labor Index, as indicator of the online gig economy, the global 
demand for online freelancing workers has been growing by 11% annually 
in the period from 2017 to 2021. Online freelancing is getting play an 
important role in economic development equally for the developed and 
developing economies. It could be considered as a powerful mechanism 
for development highest portion of the global digital labor force resides 
in developing countries. Its relevance is getting higher, especially in times 
of the global Covid-19 pandemic. The main objective of the research is to 
analyze the changes resulting from the digitalization of the labor market 
and growth of the online freelancing. Internet and digital technology have 
been transforming and revolutionizing the labor market. It has changed the 
demand for skills, knowledge, and occupations. The paper examines the 
changing trends in the labor market analyzing primary and secondary data. 
The main focus of the research is directed to primary research revealing 
the economic, social, demographic, and motivational aspects behind 
online freelancing. The primary research is based on survey research. For 
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that purpose, it is used the Reddit Discord server which is usually used 
by freelancers to connect and share information. The questionnaire survey 
was shared among the freelancers who have tried or pursued a career in the 
gig economy. The acquired answers provide valuable information about the 
motives and the challenges the freelancers encounter. The main result of 
the paper is to identify online freelancing as a key visible indicator of the 
labor market. The research, on one hand, will recognize the benefits related 
to freelancing as one of the factors of development in the contemporary 
digital economy, but on the other, it will identify the challenges for the 
future development of online freelancing. According to the Survey for 
Future of Jobs by the World Economic Forum, 80% of the employers have 
reported that they are accelerating the automation of their work processes 
and use of remote work. Businesses will increasingly collaborate remotely 
with freelancers. Recognizing online freelancing as an indicator of 
development will help businesses and the economies to manage efficiently 
the challenges the freelancing labor encounters. Complementary to the 
freelancing mode of labor the policymakers have to update labor market 
regulations to ensure equivalent treatment of different forms of labor and 
employment types. Online freelancing is appearing as a new value in the 
labor market, facilitating the virtual migration or bringing jobs to people. 
As more businesses around the world adapt to working online, it’s clear that 
remote work will be a regular and increasing mode of working in the future. 

Keywords: online freelancing, gig economy, Internet, labor market, 
digitalization 
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THE CAUSAL RELATIONSHIP BETWEEN INCOME 
INEQUALITY AND EDUCATIONAL ATTAINMENT 

Abstract: Rising income inequality over recent decades is a growing 
concern for policy makers worldwide, and has received increasing attention 
both from economists and in public debate. Rising inequality has been 
attributed to a range of factors, including the educational inequality. On the 
other side, unequal opportunities in education are also one of the factors 
contributing to income inequality. Economic theory also assumes that, all 
things being equal, a rise in educational attainment would lead to a rise in 
earnings inequality. Therefore, this paper investigates whether educational 
inequality can explain income inequality across countries, but also whether 
income inequality explains educational attainment. It does so empirically 
through the use of simple regression. The relationship between income 
inequality represented by the Gini index and educational achievement 
represented through PISA scores from the Programme for International 
Student Assessment (PISA) database. PISA’s achievement tests are explicitly 
designed to allow for cross-national comparisons of academic achievement. 
PISA varies from other international student success assessments in that it 
focuses on technical abilities rather than program understanding or mastery.  
The panel of countries included in the analysis are the 37 OECD countries, 
while the period of observation are the years 2015 and 2018, which are 
the years from the latest PISA testing. The analysis concludes that in the 
simple regression models, the PISA results which are a representation of 
the educational attainment of a respective OECD country, have negative 
correlation with the Gini coefficients of those countries. The same is true in 
the opposite direction.  
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This means that in the simple regression model improving the educational 
attainment in the countries decreases income inequality. Also a decrease in 
the level of income inequality increases the educational attainment of that 
country. The model has 37 observations, but the probabilities of other factors 
affecting the income inequality, as well as the educational attainment, are 
high in single regression models. Thus, to obtain a deeper understanding 
of the relationship between educational attainment and income inequality, 
multiple regression models might result in more precise findings. To begin 
with, average PISA achievement is just one indicator of an education 
system’s success, and the achievement tests on which the findings in this 
study are based are low-stakes. Modeling that suggests that changes in 
PISA scores are related to real-world outcomes such as economic growth 
(Hanushek & Wößmann, 2010) counters this concern. Therefore, for future 
research, GDP growth can be introduced as a variable when comparing the 
PISA scores. This study adds to the body of knowledge on this subject by 
incorporating more recent cross-sectional data from multiple datasets into 
a single model that attempts to explain the relationship between income 
inequality and educational attainment. In conjunction with an increasing 
body of cross-sectional empirical studies, this paper provides convincing 
evidence that there is a negative correlation between average academic 
achievement and inequality. For policies that encourage decentralization, 
school choice, privatization, and segregation, this is an issue. Future 
research and theory, on the other hand, would need to clarify why this 
negative relationship persists and under what social circumstances it exists.  
 
Keywords: income inequality, educational attainment, OECD, PISA, Gini 
index 
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DOES PUBLIC EXPENDITURE ON EDUCATION 
PROMOTE ECONOMIC GROWTH? EVIDENCE FROM 

THE REPUBLIC OF NORTH MACEDONIA

Abstract: Economic science has long recognized the link between education 
and economic prosperity. Investing in education allows workers to improve 
their skills, competencies, and productivity. Education is widely regarded 
as a crucial component of a country’s human capital. As a result, many 
countries have devised growth-stimulating programs that include increased 
investment in various levels of education. 
Our study has two main purposes. First, we aim to organize and synthetize 
the results published in previous research projects about the importance of 
public expenditure on education as a determinant of economic growth. For 
this purpose, we compared the methodology used and the results reported 
in more than 20 country specific and regional studies about the impact of 
education expenditures on growth. When it comes to measuring the effect of 
the education expenditures on economic prosperity in individual countries, 
we found out that majority of studies are focused on estimating an ordinary 
least squares regression models (OLS models) or auto regressive distributed 
lag models (ARDL models). The regional analysis usually use the panel data 
approach in ARDL models. We found out that most of the published works 
confirm the hypothesis that increase in public spending on education have 
a statistically significant impact on economic growth, both in the short and 
long term. However, the inverse cases exist as well. For instance, according 
to several of the research we looked at, there is no statistically significant 
link between public education spending and economic prosperity.
Second, based on the findings of prior studies, we want to empirically 
examine the relationship between public education spending and economic 
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growth in the Republic of North Macedonia. In comparison to other European 
countries, the Republic of North Macedonia devotes a tiny share of its central 
government budget to education as a percentage of its GDP. The overall 
public education spending in year 2020 was 3.3% of the country’s GDP. As 
a comparison, the world average of government expenditures on education 
as a percentage of GDP is 3.66%. The average government expenditures on 
education in the European Union is 4.63%.  The main questions we want to 
address in our study are: 1) Does the increase of public education spending 
boost economic growth in Republic of North Macedonia on the short term? 
2) Is there a long-term relationship between the public expenditures for 
education and the economic prosperity? 3) What are the implications for 
public policy with regard to the allocation of public funds for education?
In order to answer to the research questions, we develop an ARDL model. 
We use data series from 1991 to 2020 to investigate the relationship between 
education spending and economic growth in the country. The data for public 
education expenditures are obtained from the Ministry of Education and 
Science’s annual financial statements. We use GDP per capita as a proxy 
for economic growth. Data about this variable are obtained from the World 
Development Indicators database of the World Bank. According to our 
findings, there is a statistically significant link between public education 
spending and the country’s economic growth on the short term. However, 
on long term, increase of the public education expenditures does not lead to 
increase of GDP per capita of the country.

Keywords: education, public education, expenditures for education, 
economic growth
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PERCEPTIONS OF LOCAL ECONOMIC 
DEVELOPMENT IN NORTH MACEDONIA:  

A COMPARATIVE ANALYSIS

Abstract: Local economic development (LED) is a concept that explains 
the process of economic growth and development linked to specific features 
and dynamics in a local defined area. The purpose of local development 
goals and local government is to assess the specific advantages and needs of 
one defined area and to build the capacity for improvement of its economic 
future and the quality of life for the residents. Measured by various objective 
indicators such as assessments of the urban and rural planning, valuation of 
the environmental and anti-pollution strategies, the adequacy of communal 
services, the impact of the economic policies, and educational and social care 
services, the local economic development offer insight into the functioning 
of the local economies and into the local government policies’ impact. 
Nevertheless, there has been scarce research on perceptions of problems of 
local economic development for the case of North Macedonia, especially 
from the point of view of their residents. Hence, this research aims to fill the 
gap by examining the residents’ satisfaction of the degree to which various 
LED indicators are considered real problems in their local communities.
The paper is largely exploratory inasmuch as a theoretical understanding 
of perceptions of economic problems on a local scale. Using survey data 
from various municipalities with divergent economic development patterns 
in North Macedonia, the multidimensional structure of the overall residents’ 
satisfaction is constructed, where the dependent variable is satisfaction/
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dissatisfaction, and independent variables are perceptions of the various 
dimensions of municipalities’ competences.  The descriptive statistics reveals 
that most municipalities have problems in communication strategy with 
their residents, with above 70 % of residents reporting to be not informed 
properly. In addition, across the municipalities, the biggest dissatisfaction 
of the residents was related to the public areas maintenance, municipality 
waste management, and communal services. However, for some LED 
indicators, the results are more divergent, such as the traffic related problems 
and the local roads adequacy, with rural municipalities recording higher 
residents’ satisfaction. Finally, probit modeling procedure was performed 
and after controlling for socio-demographic characteristics, it indicated 
a strong positive relationship between residents’ overall satisfaction, 
measured as value for tax- money paid and the indicators used to capture 
various LED areas. In general, the evidence confirms that there is a high 
level of dissatisfaction among the residents’ of the municipalities in North 
Macedonia, with relatively small variations among various municipalities.     
The analysis pointed out that only well communicated and targeted 
implementation of local development measures can raise residents’ 
satisfaction and development prospects in the local communities in 
North Macedonia. This analysis also gives rise to an improved diagnostic 
assessment of local economic resources in the future, pointing out the most 
rigorous problems. Finally, it can lead to a more robust economic strategy 
and evidence-based decision making.  
In general, the evidence and literature shows that the implementation of 
the local development goals and measurable indicators can become an 
important contribution to national economic performance and can become 
increasingly important for North Macedonia, considering the upcoming 
global crisis and inter-state migrations, as well as technological advances 
and consequential spatial differences and imbalances.

Keywords: local economic development, perceptions, North Macedonia
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INVESTMENT TRENDS OF INSTITUTIONAL 
INVESTORS

Abstract: Institutional investors (pension funds, insurance companies and 
investments funds) are very important participants in the capital markets. 
Their performance and investment activities can be determined by various 
factors. Nevertheless, the financial strength and the economic conditions of 
the countries are considered the key factors that stimulate the institutional 
investors’ investment behavior. The more developed one country capital 
market is, the more that country’s economy develops. It is non-discussable 
the positive effect the institutional investors have on the economic growth 
of the countries. Nonetheless, they also show positive co-integration with 
the capital markets. What is worth mentioning that institutional investors 
are considered to have supplementary role to the activities that the current 
financial institutions provide. In other words, the financial gap that banks 
cannot fulfill, the institutional investors will take that role. For achieving 
positive results, long-term investment plans and commitment are needed. 
The current globalized world pressurizes almost every business entity to be 
innovative, productive and effective. Hence, making the right investment 
decision can be challenging task.  The relevance of the institutional investors 
during a period of economic turbulence and financial crisis increases. This 
is due to their longer time horizons. Existing data shows that the assets 
under management of institutional investors are continuously increasing 
throughout the years and are significantly big. Investing those assets in right 
projects, in right instruments in the capital market or in infrastructure will 
double the amount after certain period of time. Therefore, the aim of this 
paper is to analyze in what do the pension funds, insurance companies and 
investments funds mostly invest in. Based on the data, analysis is made on 
their investment trends in the past several years. Hence, those results assist 
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in the forecast of their investment trends in the upcoming years and will 
surely contribute to fulfilling the existing literature. Moreover, this analysis 
will help understanding the different investment pattern that different type 
of institutional investors use in different countries. Hence, it may provide 
the answer why some institutional investors are more developed in the more 
developed countries and less developed in the less developed countries. The 
paper also tries to provide and answer whether the investment trends of the 
institutional investors depend on the level of development of the capital 
markets. Therefore, grasping the whole picture on understanding the factors 
that affect their investment decisions, the attractiveness of some instruments 
over others and the level of economic growth and development of a country 
will help in making the comparison of the institutional investors’ behavior 
between developed and developing countries. The data is obtained from 
the Organization for Economic Co-operation and Development website, the 
World Bank database and Statista website. The method used for the analysis 
is descriptive and the time horizon is for five to ten years. Considering the 
obtained results, an opportunity for further and deeper research is created in 
the field on investments of institutional investors. The more these investors 
invest and the more they are active in the capital markets, the better off will 
be all subjects included in the process.

Keywords: institutional investors, growth, markets, trends, investment
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CLIMATE CHANGE AND ITS IMPLICATIONS ON THE 
FINANCIAL RISKS 

Abstract: The impacts of climate change may take different forms, but the 
common conclusion is that their consequences are felt thought the whole 
economy, and thereof are reflected on the financial system.
All economic actors in the real sector are directed to each other and, through 
that cooperation, mutually influence the transfer and multiplication of risks, 
but also can jointly contribute to mitigating the effects of climate change, 
which are happening.
Transition risks posed by climate change are related to the need to adapt to 
low greenhouse gas emissions and environmentally sustainable economies 
(processes associated with sudden, unplanned implementation of climate-
related and environmental policies, technological progress or changes in 
market preferences and expectations). Physical risks can be acute or chronic. 
Acute risks are manifested as extreme temperatures, droughts, floods, fires, 
earthquakes, rising sea levels, water shortages. Chronic risks include rise in 
temperature, disease spread, biodiversity loss and other side effects.
Due to the impact transmitted by their customers, banks are basically more 
exposed to transition risks caused by climate change, which may result in 
financial loss for these institutions.
The purpose of this research is to prove that climate change affects financial 
risks, as well as to show that timely taken measures by the companies and 
banks, through appropriate policies, can have positive effects in mitigating 
the negative consequences thereof.
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A survey questionnaire conducted on a group of companies belonging to 
sectors with different percentages of greenhouse gas emissions, as well 
as a comparative analysis conducted on the credit portfolio of one of the 
largest banks in the banking sector of the Republic of North Macedonia 
- Komercijalna Banka AD Skopje, concluded that the companies in the 
Republic of North Macedonia operating in the targeted activities are aware 
of the climate change, as well as of the risks and challenges resulting thereof, 
but do little in terms of measuring the harmful impact and reporting. Of the 
surveyed companies, 63% see a bigger threat from physical risks and 37% 
see a smaller one, due to transition risks. 
Hence, the responsible persons in the companies should develop policies for 
monitoring the climate risks and their disclosure and for drafting a strategy 
for correction of the activities. These policies and strategies may refer to 
the adoption of technologies or new products that will gradually reduce the 
harmful emissions or lead to net zero CO2 emissions.
Banks, on the other hand, are becoming increasingly aware of the potential 
financial risks that may arise due to climate change and that may have a 
significant impact on the overall results of their operations. They should 
conduct a test scenario that will be adjusted to the highest concentration 
of assets with the longest maturity period and the assets with the greatest 
potential sensitivity.
The banks, as financial intermediaries, can contribute to a large extent to 
the gradual and timely alignment with the objectives of the Paris Agreement 
and facilitate the efforts of the companies to take the necessary steps. By 
financing specific projects, they can contribute to the improvement of certain 
conditions that would positively affect the climate and the environment in 
general.
Extremely sudden and ambitious measures to tackle climate change may 
be most desirable in terms of mitigating the unwanted effects and events 
resulting from climate change, but not in terms of short- and medium-term 
financial stability.

Keywords: climate change, financial risks, banks, companies 
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THE IMPACT OF MILITARY EXPANSION AND THE 
EFFECT OF THE COVID-19 PANDEMIC ON THE 

INTERNATIONAL ECONOMY

Abstract: The motive for writing this article is to answer the question of 
what are the new indicators of international economy and how they affected, 
despite the great turbulence with the Covid-19 crisis, and recently with the 
military expansion in Ukraine. But, also to indicate whether and to what 
extent international economy has had a positive impact on overall socio-
economic and financial relations in markets around the world. This article 
connects the issues of the relationship between international economy 
policy on the one and the monitoring and analysis of the national finances 
of countries on the other hand.
The main research question refers to what tendencies and movements the 
international economy and financial markets are facing, in conditions of 
great market turbulence, uncertainty and military crisis. Different motives 
are the reason for the international tendencies, changes and effects caused 
by Covid-19 pandemic and the military expansion in Ukraine.
On the other hand, an attempt is made to predict what will happen in the 
following years in the post-war period. But, the question is not just about 
reviving economies, but how to make a better recovery that will be more 
sustainable and more resilient to future shocks. The reason for this is the 
new complex situation in the international economic and financial relations 
caused by the military expansion in Ukraine. In addition, the issue of 
inflation and global trade policy has become characteristic. When speaking 
about the globalized era, these relationships still deserve special analysis, 
monitoring and control.
Namely, the growth tendency exceeded its potential after the severe recession 
of 2020, with which the financial markets recovered. While, the main focus 
in 2021 was on a strong recovery of the process of economies, despite all the 
consequences caused by the Covid-19 crisis. Many economies and markets 
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in most parts of the world, despite all the turbulence and turmoil from the 
Covid-19 crisis, have proven to be a relatively positive.
The purpose of this article is to show the structure and dynamics of the 
movement of international economy and financial markets, as they went 
through a process of crisis. Also, the purpose of this article is to cover the 
new characteristic indicators in the process of new conditions faced by 
international economy in situation of military crisis. But, this goal is far 
more complex and as such, should be subject to a good financial market 
system in an extremely complex and risky environment.
According to the purpose, this article is generally divided into quantitative 
methodological studies which bring conclusions.
The ultimate goal is to gain knowledge about financial stabilization, to 
overcome the current risks in dealing with the economic consequences 
of the military expansion, which is to increase the disposable income and 
consumption of the population. Accordingly, there is greater success in 
dealing with the new challenges of international economy and financial 
markets.
Also, in this regard, it can be determined that when regulating international 
capital mobility in this new war crisis period, the connection between stock 
exchanges, institutional networking, ownership or functional, with other 
international markets and their long-term stabilization should be important. 
This should be aimed at overcoming the challenges faced by central banks, 
portfolio investment, FDI, inflation, etc., which have severely affected 
international economy and caused great turbulence. The important thing for 
them is that, before the crisis, they were stable and navigable without any 
special trading challenges. As an illustration, in just less than 10 years since 
the last major financial crisis, international economy has once again faced 
two major crises and major turbulences and uncertainties.
The following results are expected from the research: greater and correct 
conception of international economy and financial markets from highly 
developed countries to poorly developed, and developing countries, which 
will ensure the stability and efficiency of their real economies. 
Keywords: international economy, financial markets, financial derivatives, 
international capital movements
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DIGITAL INNOVATIONS IN BANKING FOR 
ECONOMIC DEVELOPMENT

Abstract: The transition toward digital banking business models can be 
quite challenging for the banking prospects and the economy. In global 
terms, commercial banks are facing digital disruption enforced by big tech 
corporations. At the same time, the commercial banks’ role stays vital for 
economic development serving as stability anchors in challenging times, 
with regard to their ability to channel financial flows into targeted economic 
segments. 
The role of banking management exceeds its importance due to the scope 
of the possible effects on sustainable economic development. Therefore, 
creating a sustainable strategy as a framework for decision-making, in the 
long run, enables enforcing ethical principles among the general banking 
principles. Sustainable banking requires actions for financial inclusion, 
social development management, social responsibility, environment-
friendly banking, non-discriminatory banking, anti-corruption measures, 
etc. The implementation of the sustainable banking strategy requires 
certain adjustments to the banking processes and activities, enforcing 
effective follow-up processes in order to verify and evaluate the effects on 
sustainable financial development. Digital innovations as means for greater 
sustainability offer more comfortable services by banking or non-banking 
agents. The frequency of innovation and its success in satisfying its clients 
enables their long term sustainability. Organizational focus on developing 
respective information systems infrastructure (teams, technology and 
working procedures) that ensures flexible knowledge management 
practices to foster regular innovative results as new products or processes. 
The newness or the knowledge implemented within the product/process 
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is developed by own research or in collaboration with partners/clients. 
Maintaining lessons learned from successful projects, unsuccessful ones; 
developing and maintaining highly skilled teams that learn and improve 
processes and services, have vast knowledge network and has the capacity 
continuously detect and meet customer needs, has the flexibility to offer 
bespoken products and services could meet SDG goals.
In terms of innovative activities within various entities, innovation is 
measured as frequency of innovation, knowledge needed to innovate and 
how often it is used and whether the innovative product or service has met the 
projected goals is determined in the selected text that follows. The Research 
has been conducted previously by the authors in 2015, 2017 and 2022 
respectively. The research in 2022 was done using the same questionnaire 
from 2017 and distributed only to selected entities from the banking and 
non-banking sector (fin-tech sector in North Macedonia). 
The empirical framework describes the research design and main results 
obtained through the research of selected enterprises based on Questionnaire 
that covers key parameters previously discussed in the theoretical 
framework. Research focus is measuring the existence, the exchange, the 
creation of knowledge within enterprises and its usage in terms of how/the 
reasons why new product development and/or improved products of the 
selected enterprises are achieved.
The research conducted analyses on respective organizational knowledge 
flows and their respective innovation activities. Since knowledge has not 
a value, if it is not used, it is important to how and how often knowledge 
within respective entities is used in building new value for the enterprise.
As long as the enterprise nurtures its persistence in innovation activities, 
new knowledge, an idea/solution, the likelihood of new product / service 
/ process occurring, and the knowledge of how it is achieved, even if it is 
discarded and isolated, brings value for the enterprise, the knowledge how 
to get there remains in the enterprise and can be used for a new cycle of 
innovation.

Keywords: sustainable development, banking business model, innovation, 
knowledge management, fin-tech
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THE MACEDONIAN MACRO ECONOMIC  
AUTO-SUSTAINABILITY MODEL (MMEAS-MODEL) 

Abstract: In the past years, national economies faced a serious challenge 
of economic and non-economic nature, external and domestic. They 
all had a strong negative impact on economic growth, development and 
wellbeing. More so, the pandemic Covid-19 crisis, in the past two years, 
has caused economic implications that in the period to come will manifest 
in all the economic sectors. Humanity continues to suffer as the COVID-19 
pandemic effects spread around the world. The pandemic revealed just 
how unprepared countries and the international system are to handle global 
emergencies. Though lethal on a massive scale, this particular pandemic 
is not an existential threat. Its consequences are grave and will be lasting, 
but COVID-19 will not affect the global economy on a larger scale, and it 
is expected the disease to recede eventually. Still, the pandemic serves as 
a historic wake-up call, a vivid illustration that national governments and 
international organizations have to do better for their citizens. The changes 
that have taken place and are still currently active, directly and indirectly 
affect everyday life of the people. While there is no way to tell exactly what 
the economic damage from the global COVID-19 coronavirus pandemic 
will be, there is widespread agreement among economists that it will have 
severe negative impacts on the global economy.
The continuous decrease in unemployment in the last 5 years in Republic 
of North Macedonia did not suffice for creating a more sustainable growth. 
Even without the serious effects of the pandemic on the economic system 



of the country, the current economic policy of import dependency did 
not increase the growth rate of the Macedonian economy. The significant 
damage of COVID-19 on the world economy forces us to reconsider a 
deep restructuration domestically and internationally in the next few years. 
The Republic of North Macedonia has made great strides in reforming its 
economy over the last decade. However, greater efforts are in need in order 
to generate economic growth and improve living standards for all. This 
paper suggests a Post-COVID-19 reconstruction model, called “Macedonian 
Macro Economic Auto-Sustainability Model (MMEAS-Model)”. This 
MMEAS-Model relies on five different economic platforms: 1) National 
education and technical training standardization platform (P1); 2) National 
productivity and transportation (logistics) platform (P2); 3) Strategic trade, 
investment, and tourism platform (P3); 4) Environmental and natural 
resources management platform (P4); 5) Social equality platform, inclusive 
reforms, and more appropriate income distribution (P5).
The main objective of MMEAS-Model is not to avoid globalization process 
and openness of the country, on the contrary it creates a better structure for 
more equal performance of national economy in global scale. This proposed 
model would undoubtedly lead to less import of production imputes for 
strategic industries, eradication of non-sustainable and weak food security 
platforms as well as partial food dependency, job diversion and rise of the 
PPP of the population, and also progress of creating and using more social 
human capital, respectively. As is also to offer a more sustainable growth 
model for creating a sustainable environment for the future generations. 
The research method is qualitative based, using methods such as induction, 
deduction and theoretical sublime of the suggested empirical data, supporting 
the feasibility of the proposed model.

Keywords: economic simulation, COVID-19, policy modelling, food 
security, economic development
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THE RELATIONSHIP BETWEEN FISCAL POLICY AND 
ECONOMIC GROWTH. AN EMPIRICAL STUDY ON 

EMERGING ECONOMIES

Abstract: The relationship between fiscal measures and economic growth 
has been widely debated among scholars both in theoretical and empirical 
studies. While Keynesian macroeconomic theory argued that increased 
government spending tends to lead to high aggregate demand and rapid 
economic development, Wagnerian approach has focused on an opposite 
view, according to which an increase in national income causes more 
government spending.  However, the neo-classical school did not support 
Keynes’ point of view. It has been argued that increased government 
spending might slow down the total economic performance due to a bid 
to finance rising spending, the government might have to borrow money 
or raise taxes. Since the impact of fiscal instruments on economic growth 
is a key issue of the macroeconomic policy, especially for developing 
economies, a better understanding of this issue is relevant for policy makers 
at least from two major perspectives. It could serve to assess the impact on 
government spending and then on deficit arising from a structural change 
in growth. Meanwhile, it could assist to obtain a benchmark against which 
to evaluate the stance of the expenditure policy and then of overall fiscal 
policy. Recent empirical studies on the relationship between fiscal policy 
and economic growth are mainly focused on providing evidence of the 
impact of government spending, tax level and tax structure on growth, by 
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using one-country or cross-country growth regression models, covering 
different periods of time. The purpose of the present study is to investigate 
the impact of three fiscal instruments (direct tax revenue, indirect tax revenue 
and government consumption expenditure) on the economic growth of the 
emerging economies from the Eastern part of European Union (Romania, 
Bulgaria, Hungary, Slovakia, Poland and Czech Republic). By using the 
information available in the Eurostat databases for the period 2000-2019, the 
research methodology used for achieving the established purpose involved 
a vector autoregression model. In the econometric equation the dependent 
variable was the growth rate of the real GDP. Meanwhile, the independent 
variables were the fiscal instruments: direct tax revenue, indirect tax revenue 
and government consumption expenditure. Exports, gross capital formation 
and consumption expenditure of households were the control variables, 
which reflect the effects of non-fiscal factors. Our findings suggest that 
the real GDP growth rate in the analysed states is influenced by the shares 
of the direct tax revenue, exports and investment in the output. If all the 
other variables are constant, a 1% change in the share of direct tax revenue 
in GDP will lead to a 0.55% change in the real GDP growth rate in the 
opposite direction. The signs of all significant coefficients in the model 
are as predicted by the economic theory: the coefficient before the direct 
tax is negative and those before exports and gross capital formation are 
positive. Since the government consumption expenditure in the six analysed 
countries does not have a significant effect on the economic growth, our 
results indicate a low efficiency of the public spending. Therefore, the 
policy-makers could enhance the economic growth by decreasing the share 
of the direct tax revenue in GDP and by encouraging the increases in the 
shares of the exports and investments in GDP.

Keywords: fiscal policy measures; economic growth; Eastern EU states
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COORDINATION BETWEEN MONETARY POLICY 
AND FISCAL POLICY IN THE DEVELOPMENT OF 

THE CORPORATE SECURITIES MARKET

Abstract: One of the most important goals of macroeconomic policy 
(pursued) which is implemented in a national economy is to ensure 
sustainable economic growth, with price stability and external trade balance. 
In order to achieve such growth, it is necessary to have a high degree of 
harmonization between the monetary and fiscal policy makers. Otherwise, 
it may endanger the financial stability of the economy, which in turn will 
cause an increase in interest rates, inflation and, as a final consequence, 
endanger economic growth.
Тhe coordination between fiscal and monetary policy is necessary in every 
economy, although it may have a different form, which is conditioned by the 
degree of its development and is necessary for the macroeconomic stability 
of the national economy. Successful coordination requires a developed 
financial market, transparent implementation of fiscal policy and autonomy 
in the operation of the Central Bank. Otherwise, the lack of coordination 
would lead to poor overall economic performance: macroeconomic 
instability and uncertain environment for the private sector, uncontrolled 
rise in inflation, which leads to a loss of credibility of policy makers.
Thus, the coordination and interconnectedness in the action of monetary 
and fiscal policy is an imperative of modern developments in the economic 
system of the national economy.
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A high degree of coordination between fiscal and monetary policy is imposed 
as a precondition for development in the securities market,
The purpose of the research is precisely to analyze the impact of the 
alignment between monetary and fiscal policy on the development of the 
government securities market.
Of special mutual interest of both policies, both fiscal and monetary policy, is 
the development of the financial market, which in turn affects the development 
of economic life in the national economy, provides opportunities for market 
financing of the deficit and debt, as and the promotion of indirect monetary 
instruments.
The positive impact of the developed government securities market on the 
public debt management policy and the monetary policy consists of the 
following:

- Efficient functioning of the government securities market enables 
debt fulfillment with minimal costs;

- The successful functioning of this market is important from the 
aspect of realization of the defined goals of the monetary policy. 
Namely, the central bank, as a bearer of the monetary policy, strives 
for efficient determination of the interest rates, whereby it often uses 
the government securities as an instrument;

- The developed securities market is of special importance for the 
fiscal, monetary and other regulatory authorities from the aspect of 
maintaining macroeconomic stability.

The developed government securities market is important for the private 
and public sector but also for the financial sector as a whole because it offers 
reliable instruments for saving and investing.
Thus, the continuous improvement of the cooperation between the 
monetary authority and the fiscal authority is a necessity in order to ensure 
macroeconomic stability, the lowest costs for financing the public debt and 
especially the development of the financial markets.
The existence of a developed market of government securities with a high 
degree of liquidity has a number of positive aspects for a national economy, 
among which the following can be singled out as the most important:
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1. For the fiscal government, the benefit is seen in the possibility of 
market, and with lower costs, financing the budget deficit.

2. Positive aspects for the monetary authority are: first, achieving 
greater operational independence of the Central Bank and second, 
the implementation of monetary policy with market-oriented 
instruments.

3. For other market participants a positive side is the opportunity to 
invest in risk-free securities with appropriate compensation.

4. For the development of the financial markets, the advantages are seen: 
first, in drawing the yield curve from risk-free government securities, 
whose interest rates serve as a basis for determining the interest rates 
of other riskier financial instruments, and second, encouraging the 
development of higher risk securities markets, issued by financial 
and non-financial companies.

Keywords: monetary policy, fiscal policy, financial market, government 
securities market
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MACROECONOMIC ANALYSIS OF THE SAME 
MACEDONIAN ECONOMIC INDICATORS DURING 

THE PERIOD OF 2000-2020 

Abstract: This paper examines, first, linked logical three theses between 
following macroeconomics aggregate values: grow rate of GDP, growth of 
employment, growth of the real wages, and growth of labor productivity, 
in the Case Study of the NR of Macedonia, and, second, also examines the 
conditions under which Macedonian economic growth might be sustainable 
on the long run, by assessing the economic stability.
Macroeconomic analysis although of only four Macedonian aggregate 
values is expected to answer the question whether Macedonia’s economic 
growth is stable in the long term.
In fact, the macroeconomic analysis in this paper includes four relevant 
“gainful” aggregate indicators, which does not mean that other real indicators 
such as growth in investment in fixed assets and the growth of public debt 
are not significant for this kind of research. Namely, the nature of this paper 
is not without required limits in term of its length.
This research focus stresses the macroeconomic indicators regarded as 
“gainful” such as real gross domestic production (GDP), real average net 
salaries and labor productivity measured as a ratio of GDP, number of 
employees, primarily because of their importance to stabile and the dynamic 
economic growth in the long-term for any economy.
We are testing three theses through their time series of the four aggregates 
value during the period of 2000 to 2020 in case study of Macedonian 
economy, in order to explore the Macedonian strong sustainable economic 
growth on long run in future.
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The choice of the three auxiliary hypotheses is not accidental. Namely, 
according to the neoclassical theory of growth (Solow, Barro, Sala-i-Matin, 
and Fisher) and aggregate production function, stable economic growth of 
any economy viewed in the long term perspective is associated with a high 
positive correlation between the increase depending on the employee, real 
GDP growth in real net salary growth and growth of labor productivity. 
The first thesis is that, exists a great correlation between rate of grow of the 
employment and rate of grow of the GDP;
Our second thesis is that there exists a great correlation between grow rate 
of the average real net wage and grow rate of the real GDP;
The third thesis is that, exists a great correlation between grow rate of the 
Labor productivity and grow rate of the real GDP.
Further research is necessary to seek conditions under which alternative 
economic growth paths are likely to become sustainable on a long run in the 
case of Macedonian economy.
During the pre-investigation we faced serious inconsistencies in the time 
series for the analyzed period 2000-2020 and in aggregate real salary and the 
aggregate number of employees in the country. Statistical inconsistencies 
in the time series were methodologically resolved by dividing the time 
series on sub periods, more consistent with the actual circumstances arising 
from statistical inconsistencies. In fact, statistical indicators of correlation 
dependence between the analyzed “gainful” aggregates were first surveyed 
in sub periods, and were later analyzed for the entire time series with 
additional observations.
As the authors of this paper, the challenge before us was first to face all 
statistical inconsistencies and secondly to offer certain methodological 
solutions to overcome them in order to fully understand one of the most 
important periods of the economic history of the country subject of this 
research. 

Keywords: macroeconomics, economic growth, employment, wage level, 
labor productivity
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PUBLIC FINANCE RESPONSE IN COVID-19:  
THE CASE OF NORTH MACEDONIA 

Abstract: The past two years, the significant deterioration of the global 
economic environment and the decline in external demand caused by the 
health crisis affected the activity of domestic export companies and industrial 
production, remittances and foreign direct investment. Restrictive measures 
to prevent the spread of coronavirus in the country have affected some of 
the activities within the service sector, such as trade, transport, hospitality 
and tourism. As a result of all this, the domestic economy faced one of the 
deepest recessions so far. The effects of the pandemic on the labor market 
have been limited, due to government measures to mitigate its effects on 
jobs. The crisis caused by the pandemic with similar negative consequences 
hit the European economy, so that economic activity in the EU fell by 14% 
in the second quarter in 2020, while Germany, as the largest economy within 
the EU and our most important trading partner fell by 11.3 %.
The health and economic crisis in the past period of 2020 and 2021 had a strong 
impact on the realization of the Budget. Also, the comprehensive measures 
adopted by the Government to prevent the spread of COVID-19 expressed 
through six sets of measures (which were aimed at amortizing the impact 
on the economy and stimulating consumption) had an impact on economic 
activity and through them enable protection of jobs, budget liquidity was 
ensured, the highest priority liabilities were serviced, minimizing all less 
productive spending. Taken measures from the government has very high 
impact on the economic growth, the first four set of measures contributed 
to prevent reduce the economic growth for 3.9% in 2020 and with fifth and 
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six sets of measures contributed to prevent to reduce the economic growth 
for 0.7 % in 2021.
The health crisis has given new emphasis to the sustainability of public 
finances over the past two years and strongly emphasized the need to balance 
between short-term stabilization goals and long-term fiscal sustainability. 
This situation imposed the need for an expansionary fiscal policy in order 
to support the economy in a pandemic that led to a rapid increase in the 
budget deficit and public debt. This imposes the need for rationalization 
of public expenditures, as well as measuring the results of their realization 
in order to increase the efficiency of public expenditure and achieve fiscal 
sustainability in the medium term.
The analysis is made on the basis of historical data on planned and realized 
budget revenues and expenditures for the period from 2015 to 2021, in 
order to see the size and trend of their movement in order to take measures 
for fiscal consolidation and ensure sustainability of public finances. The 
research aim is in order to see the size and trend of planned and realized 
budget revenues and expenditures movement in order to take measures 
for fiscal consolidation and ensure sustainability of public finances. The 
main research problem is planned and realized budget revenues and 
expenditures and its position to deal with the health crises in the Republic 
of North Macedonia. The research subject is focused on the data reports 
from the Ministry of Finance of North Macedonia. The data analysis was 
accomplished using STATA 16 statistical software for data science. 

Keywords: budget, fiscal policy, fiscal consolidation, revenues, expenditure, 
government spending 
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INTERNATIONAL CAPITAL FLOWS MANAGEMENT 
MEASURES AMID THE CHANGING GLOBAL 

ENVIRONMENT

Abstract: International capital flows are key component of the international 
monetary and financial system. They bring significant economic benefits, that 
can be both direct and indirect. Nevertheless, volatile capital flows increase 
the risk of crises and may adversely impact the economic performance. 
Capital inflow surges may induce various challenges, including price 
bubbles, inefficient asset allocation and currency appreciation, impairing 
export competitiveness. In addition, the vulnerability to sudden stops is 
more pronounced, leading to significant drop of asset prices and currency 
depreciation, inflationary pressures and foreign currency debt repayment.
One of the most important responsibilities of policymakers is to design an 
approach for international capital flows management, that can enable them to 
harness the potential benefits while alleviating the inevitable accompanying 
risks. In order to effectively manage the capital flows, policymakers have 
various measures at their disposal. This paper elaborates on several aspects 
regarding the international capital flows management with relevance to 
policymakers, offering an in-depth overview on their development and 
implementation.
The first section sheds light on the evolution of the approach toward capital 
flows management measures adopted by international financial institutions 
from a longer-term perspective. For a protracted period, international capital 
flows were not subject to a universal regulatory framework. The Global 
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financial crisis markedly shifted the international financial conditions and 
posed new challenges to emerging market and developing countries, posing 
a need for a coordinated effort in safeguarding global financial stability. As 
a result, the IMF has officially released its Institutional approach to capital 
flow management (IMF, 2012), further extended with the technical notes 
from 2013 and 2015.
The next section elaborates on the operational framework for capital 
flow management, detailing the policies which are recommended to be 
implemented under various economic scenarios. The operational framework 
for capital flow management encompasses the following components: 
macroeconomic policies (monetary policy, fiscal policy, exchange rate 
policy), macroprudential policy and capital flows management measures 
(capital controls). The implementation of the various measures should 
follow a logical sequencing - “natural mapping”, which is further explained 
in this section.
The paper proceeds with a discussion on the practical issues of international 
capital flow management in the recent period. A brief overview of the 
experiences with capital flow management after 2012 is made, focusing on 
the countries that experienced the largest capital flow surges, the highest 
capital flows volatility, and the biggest economic and financial crises. It 
is shown that most countries applied macroeconomic policy measures 
to accommodate for sudden stops and capital outflows, in accordance 
with the IMF’s recommendations. In general, they included foreign 
exchange flexibility, foreign exchange market interventions and monetary 
accommodation, while the fiscal policy was focused on accomplishing 
countercyclicality and debt sustainability. Capital flow management 
measures were mostly implemented in case of crisis or imminent crisis, as 
part of a broader set of macroeconomic policy measures.
The last part of the paper is dedicated to the integrated framework for 
macroeconomic policies, which is among the most recent initiatives 
for capital flow management policies, in alignment with the global 
economic conditions (Gopinath, 2019). In particular, integrated policy 
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framework should account for the interplay between monetary policy, 
flexible exchange rate, macroprudential policy measures and capital flow 
management measures in the small open economies, taking into account 
the imperfections on goods and capital markets. The main feature of the 
novel integrated framework is that in the determining of the appropriate 
policy mix, the origins of the shocks, as well as the particular features of the 
economies, are taken into account.
This paper underlines the need for further analysis of the impact of capital 
flow management measures on the amount and the structure of capital 
flows, as well as the spillover effects that may occur. Nevertheless, the 
main objective and commitment of the international financial institutions 
remains further development of consistent global approach towards capital 
flow management.

Keywords: international capital flows, policies, capital flow management 
measures, natural mapping, integrated policy framework
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CAPITAL MARKET VOLATILITY AND INVESTORS’ 
SENTIMENT IN THE POST-COVID-19 ERA

“What is important in market fluctuations are not the events themselves, 
but the human reactions to those events.” 

‒ Bernard Baruch, financier

Abstract: Research purpose: “Once-in-a-century” pandemic has altered 
the global economic outlook, limited progress’ intensity, and threatened 
the financial market stability. The capital market’s particular sensitivity to 
pandemic-related shocks made it a “heaven” for volatility. As the recovery 
gains stronger momentum and the global capital market emerges out of 
the crisis-driven downturn, the aftermath questions arise. The aim of this 
research was to scrutinize the capital market’s volatility intensity recorded 
during COVID-19 and to provide an insight into the market investors’ 
sentiment in the post-COVID-19 era. Volatility represents a common feature 
of investing and symbolizes the main input to many decisions regarding 
investors’ portfolio construction (Poon & Granger, 2003). It reflects the 
extent of changes in asset prices over time (Kulshreshtha & Mittal, 2015). 
Investors’ sentiment, as the willingness of market participants to invest, 
manifests expectations about the future returns and investment risk they are 
ready to follow (Chen & Haga, 2021; Haritha & Rishad, 2020). The main 
research hypothesis assumes the existence of high stock and bond markets’ 
volatility, as well as the strong long-term influence this instability has on 
investors’ sentiment in the post-pandemic era.
Methods: From a modest theoretical and empirical foundation, the current 
capital markets’ volatility knowledge was extracted using the content 



76

Contemporary challenges of economic growth and sustainability of businesses

analysis method. Two relevant indices originating from the Chicago Board 
of Trade’s index family were engaged using the desk method and observed 
parallelly in order to quantify the capital market volatility. Specifically, the 
Volatility Index (VIX) and the Treasury Bond ETF Volatility Index (TB-
VIX) were used to measure the expected volatility of the stock and the 
bond market, respectively (CBOE Exchange, 2022). These indices, often 
addressed as benchmarks of volatility, indicate the degree or expected level 
of uncertainty in the marketplace and are recognized as investors’ strong 
allies when it comes to portfolio design.
Key findings: The obtained research results unveiled the existence of high 
capital market volatility throughout the pandemic period and the sharp 
influence this instability has on investors’ market sentiment even in the 
post-pandemic era. These findings support the proposed main research 
hypothesis and indicate that volatility in the post-COVID-19 era will 
certainly not end. Investors should use “chance in the disaster” and wisely 
choose between active and passive investing strategies, guided by their 
own “bearish” or “bullish” sentiment. Those among them willing to acquire 
novel profit sources and generate robust and efficient portfolios are expected 
to read markets’ buy/sell signals carefully and rebalance their portfolios like 
always, during or right after highly volatile periods. 
Conclusions: Volatility, as a vital determiner of the capital market stability, 
was observed and indicated in the research through the analysis of VIX 
and TB-VIX movements, confirming the existence of the capital market’s 
high instability throughout the pandemic period. Nevertheless, in the post-
pandemic period, investors’ sentiment and investment patterns proved to 
be quite changeable as well. Considering the market as weak-efficient, 
many investors in 2022 start showing they are not ready anymore to make 
risky portfolios in the short term for the sake of higher returns, thereby 
preferring passive over active investing strategy. Since the expectation of 
unpredictable price variations has negative effects on short-term volatility 
(resulting in less speculative activities) and positive effects on the long-
term volatility, a “bearish” investor’s sentiment that implies less aggressive 



trading is currently more certain in the global context, compared to the 
“bullish” one (which has dominated over the past years). Such investors’ 
behavior is the expected aftermath of capital markets’ volatility since prices 
in the past two years oscillated considerably making forecasting the capital 
market dynamics in real-time almost impossible, as well as a result of the 
newest predictions regarding the upcoming global recession.
Conducted research can be important in terms of contribution to spotting 
the best point in time for entry and exit regarding a specific investment and, 
eventually, reduce the risk of investors’ potential misjudgment. In accordance 
with the previous claim, it should be noted that research especially contributes 
to the practical knowledge by shedding light on investors’ current “bearish” 
and “bullish” sentiments, as well as the differences among them. Finally, 
recommendations that can be derived in the context of research imply that 
risk-averse investors’ portfolios in the post-COVID-19 era should strive for 
a balanced time-lasting distribution of securities.

Keywords: capital market instability, investors’ sentiment, investments, 
portfolio structure, Coronavirus
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MIRRLEESIAN OPTIMAL TAXATION: REVIEW OF 
THE STATIC AND DYNAMIC FRAMEWORK

Abstract: In the Static Mirrlees model we will review optimal linear and non-
linear taxation problem of individuals with heterogenous earnings (abilities). 
As for the government maximization problem, models in optimal tax theory 
typically posit that the tax system should maximize a social welfare function 
subject to a government budget constraint, considering how individuals 
respond to taxes and transfers. We will also obtain numerical solutions to 
optimal linear and non-linear taxation. In this part numerical solutions will 
show how taxes depend on: elasticity of labor, and social marginal weights 
in the linear case, and in the non-linear case taxes are dependent on the 
compensated and uncompensated elasticity and Pareto distribution shape 
parameter. Here we will also present commodity taxation as supplementary 
to the labor income taxation. The government can implement differentiated 
commodity taxation in addition to non-linear income taxes. Atkinson-
Stiglitz theorem demonstrated that: Commodity taxes cannot increase social 
welfare if utility functions are weakly separable in consumption goods 
versus leisure and the sub utility of consumption goods is the same across 
individuals. In the dynamic capital taxation part, we will be considering 
the dynamic Mirrlees approach. In this part recent advances show that the 
optimal tax formula will depend on the abilities of the workers that are 
changing throughout their lifetime. Capital is taxed in order to improve 
incentives to work. On average wealth taxes across individuals are zero ex-
ante. However, they depend on future labor income-if labor income is below 
average, your capital tax is positive If your labor income is above average, 
then your capital tax is negative. The fact that the capital tax varies in this 
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regressive way makes investment risky and creates a positive risk premium, 
which explains how it is possible to have a positive intertemporal wedge/tax. 
Even though taxes are zero ex-ante. We will provide model and numerical 
solution to dynamic Mirrlees model where: government does not need to 
increase taxes just to raise revenue but also needs to provide incentives, 
since it does not observe and individuals’ skill level. Government also 
wants to provide insurance against skills shocks (e.g., disability). Intuition 
behind dynamic Mirrlees tax model is that savings affects incentive to work, 
so government needs to discourage savings to prevent the flowing deviation 
by highly skilled: 1) save more today; 2) work less tomorrow. That was 
the second model we reviewed and from there some optimal fiscal policy 
features are:1) On average wealth taxes across individuals are zero ex-ante 
;2) However, they depend on future labor income-if labor income is below 
average, your capital tax is positive. If your labor income is above average, 
then your capital tax is negative. 3) So, this tax or this fiscal policy might 
be regressive for incentive reasons. This literature on the issue of dynamic 
taxation was adding uncertainty which would make difference. So, when 
individuals do face uncertainty, the optimal insurance arrangement calls for 
taxing capital positively: constrained efficient allocations satisfy an inverse 
Euler equation, as opposed to the agent’s standard intertemporal Euler 
equation, implying a positive capital tax

Keywords: Optimal taxation, non-linear tax rates, inverse Euler equation
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UNEMPLOYMENT BENEFITS AND NEW BUSINESS 
VENTURES IN THE EUROPEAN UNION:  

THE MODERATING ROLE OF  
ENTREPRENEURSHIP POLICIES 

Abstract: There is a general consensus that entrepreneurship represents 
one of the main engines of economic growth, cutting down unemployment, 
spurring innovation, and increasing the competitiveness of a country, all 
problems that many economies are faced with nowadays. Within the global 
initiative to ensure a better and sustainable future for us all, as reflected in the 
UN’s Sustainable Development Goals, entrepreneurship should be a key pillar 
of policies targeting new job creation and growth. Also, in the context of the 
2030 Agenda for Sustainable Development entrepreneurship is regarded as 
a contributing factor to building resilient infrastructure, promoting inclusive 
and sustainable industrialization, and fostering innovation. Moreover, in the 
face of the COVID-19 pandemic, resulting in an unprecedented downturn 
in the global economy and increase in unemployment worldwide, support 
measures to entrepreneurship are the focal point of policy responses in many 
countries. Against this backdrop, researchers and policymakers renewed 
their interest in assessing the impact of factors that may hinder or foster 
the creation of new businesses and designing the best policies to determine 
individuals to become entrepreneurs.
The paper seeks to investigate the impact of the unemployment benefit 
system’s generosity on nascent entrepreneurship, in 23 European Union 
countries. Moreover, it further examines whether these effects depend 



81

International Scientific Conference

on the quality of public policies for entrepreneurs. The analysis uses 
secondary data collected from several macroeconomic data sources 
(Global Entrepreneurship Monitor database, European Commission’s 
Tax and Benefits Indicators database, Eurostat, and World Banks’s World 
Development Indicators database) and panel data estimation techniques. The 
dataset spans over 18 years (2001-2019) and 23 European Union countries, 
for which data for both our dependent and main independent variables were 
available for at least one third of the total time framework. Entrepreneurial 
initiative is proxied in our study by the nascent entrepreneurship rate, i.e. 
the share in the adult population of individuals involved in setting up a 
new venture that is no more than three months old, and the generosity 
of the unemployment benefit systems is captured by the net replacement 
rate, defined as the net income of an individual receiving unemployment 
benefits, as a share of the income previously earned while being employed. 
In addition, several other potential drivers of the creation of new ventures are 
included as control variables, among which macroeconomic, demographic, 
and business environment-related factors.
The results of our study generally confirm our expectations, more generous 
unemployment benefit systems hindering entrepreneurial initiatives and 
reducing the number of new start-ups in a country. However, this negative 
effect appears to be smaller when generous governmental programs and 
support measures for entrepreneurs are in place and in times of economic 
downturn, when the unemployment rate rises and the pressure on 
entrepreneurs to offer higher wages is smaller, due to the large amount of 
workforce available on the labour market. 
Our findings support the call for properly designed social insurance 
systems, that do not reduce the incentive of individuals to work nor hinder 
their entrepreneurial initiatives. However, in modern welfare states, where 
there is a long tradition of generous unemployment benefits and high social 
pressure towards preserving them, adequate government programs and 
measures supporting entrepreneurs could help mitigate the side-effects of a 
too generous unemployment insurance system. 
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MATERIAL LIVING CONDITIONS AND ECONOMIC 
SECURITY OF THE POPULATION IN THE REPUBLIC 

OF NORTH MACEDONIA

Abstract: Over the past few decades, the problem of countries’ social 
segregation has become quite significant for the economies around the 
world. The great differences between countries and the people quality of 
life increased even more during the global pandemic crisis. Socio-economic 
inequality can be presented as a major problem for developing countries and 
must be considered as one of the main priorities for increasing economic 
development and human potential in the coming years. Hence, the Republic 
of North Macedonia as a developing country faces a serious challenge to 
improve the citizens’ quality of life.
The degree of quality life is perceived according to official indicators 
proposed and defined by the European Union. They represent a detailed 
analysis of 8+1 dimensions that can be statistically measured, representing 
different complementary aspects of quality of life and complementing the 
indicator that is traditionally used as a measure of economic and social 
development, gross domestic product (GDP). Eight of these dimensions 
relate to the functional opportunities that citizens should have available 
to effectively monitor their self-defined well-being, in accordance with 
their own values   and priorities, and the last dimension refers to personal 
satisfaction with life and well-being. Among them, especially important 
dimensions for perceiving the quality of life are material conditions for life 
and economic security that are actually subject to analysis within the paper. 
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The material standard of living is measured through three sub-dominations: 
income, consumption and material conditions (deprivation and housing). 
Income is an important indicator because it has an impact on most other 
indicators in the frame. There are several different indicators in this sub-
dimension, taken from national accounts and household surveys (net national 
income, disposable household income). The common indicators of income, 
consumption and wealth are also developed and have the potential to give 
the most complete perspective on household state. In doing so, there are 
many risks that can unexpectedly and negatively affect the material security 
of the individual or household. These risks are most often divided into two 
categories: economic and physical security. The first category is analyzed 
through statistics that try to measure a variety of situations in which people 
can be found. Such are the inability to face unexpected financial costs or 
lack of financial resources for regular monthly payments (mortgage, rent, 
utility bills, etc.).
Security is a key aspect of citizens’ life. The ability to plan in advance 
and overcome every sudden worsening of their economic and broader 
environment has an impact on their quality of life. For economic security, 
the richness indicators should be used (the value of the property owned by 
minus the value of the obligations owed by a household).
Taking into account the previous, the paper aims to evaluate the materials 
living conditions and economic security of the population in the Republic of 
North Macedonia. The methodological approach is quantitative and stems 
from the very nature of the subject of research. Using the statistical method 
for examining these two dimensions, shown through their indicators, a 
realistic picture is obtained for them in the Republic of North Macedonia.
According to the statistics’ indications, it can be concluded that the Republic 
of North Macedonia regarding the material living conditions is at a relatively 
unfavorable level. Namely, the extent of persons living in severe material 
conditions or at the poverty threshold is still high and it has a tendency to 
increase as a result of the conditions caused by the pandemic. Furthermore, 
most analyzes show that the population live in conditions of economic 



85

International Scientific Conference

insecurity, and the pandemic additionally jeopardized and influenced its 
increase. Therefore, social economic measures and changes are needed, 
which can improve the material conditions for the life of the population, 
reduce the percentage of those living on the margins and increase the 
economic security of the population.

Keywords: material living conditions, poverty, economic security, Republic 
of North Macedonia
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GREEN ECONOMY IMPLEMENTATION IN 
AGRICULTURE SECTOR – EMPIRICAL RESEARCH IN 

REPUBLIC OF NORTH MACEDONIA

Abstract: Agriculture sector plays a significant role in the national economy 
in the Republic of North Macedonia and has strong linkages to other sectors. 
Its direct and indirect effect on people and environment additionally makes 
it important for implementation of principles of green economy. Agriculture 
can provide livelihoods and food security for population, reduce the risks 
from climate change and meet increasing demand for energy in terms of 
energy production shortage in the country. Although the pandemic further 
has complicated the situation in the Macedonian economy, it gives an 
advantage for development of the concept of green economy that is, by 
efficient use of resources and respect for the principles of natural laws to 
find new technological and innovative solutions that will contribute to 
production of food and agricultural goods on a sustainable basis, pollution 
reduction and maintaining and increasing farm production and profitability 
of agriculture sector. 
Given this, the main purpose of the paper is to analyze the agriculture sector 
of the Republic of North Macedonia in terms of the ability to implement the 
concept of green economy, i.e. identify the opportunities and challenges it 
faces in the process of adopting green policies in its entities. 
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The methodology of research is based on primary data obtained from 
previously prepared, structured questionnaire, submitted to entities (small 
and medium enterprises) in the Republic of North Macedonia. In order 
to perceive the current situation, questions were referred to awareness 
and knowledge of entities on environmental regulation and application of 
environmental practices and principles of green economy.
The analysis showed that in the agriculture sector there is obvious lack 
of information on how entities can apply the concept of green economy 
and are facing with complex administrative procedure in implementing 
environmental practices and strict rules if they want to do more than the 
legally prescribed requirements. This can be explained by the fact that many 
agricultural enterprises are subject to the environmental regulatory regime 
that is not appropriate for them. Despite the modest external support, most 
of the surveyed entities take measures for more efficient use of resources, in 
order to save and reduce costs. Therefore, it is necessary to create a regulatory 
framework for green economy in North Macedonia by bringing clear and 
appropriate documents with specific activities and measures, harmonized 
with EU standards. That means to implement higher environmental 
standards and increasing investments in the sector of agriculture having on 
mind that green economy concept in the Republic of North Macedonia is 
relatively new for the entities.
Therefore, it is obvious the need to expand state financial support for 
green businesses in agricultural sector and strengthen market incentives 
to improve the application of the concept of green economy, both directly 
(such as: green public procurement) and indirectly (green certificates and 
eco-labels) in order to increase the demand for improved environmental 
performance and green products and services. 
The acceptance of paper recommendations in order to promote the 
implementation of the green economy concept will give an opportunity for 
agriculture sector to achieve its goals while protecting the environment, 
strengthening natural capital and energy efficiency of resources. In that 
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context, principles of green economy in agriculture sector should be a 
significant part of long-term strategy for sustainability in the Republic of 
North Macedonia.

Keywords: green economy, agriculture sector, Republic of North Macedonia
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ANALYSIS OF SPA TOURISM OFFER  
IN NORTH MACEDONIA 

Abstract: Tourism is an activity of people who travel outside their 
permanent place of residence, and Spa tourism is type of tourism that has 
significant impact in the modern global trends. Spa tourism covers wide 
range of tourist activities as visit and stay to facilities that offer tourism 
services for healing and relaxation, by using thermal waters. Spa centers 
have appropriate infrastructure and equipment for visitors. Spa tourism is 
a specific type of tourism which is constantly growing and represents a 
significant part of the tourist offer of many countries worldwide, most of 
them countries with a tradition of using thermal waters. The rich tradition of 
using spas for healing purposes in North Macedonia started back in ancient 
times, and today, there are eighth spa centers located in the five planning 
regions. The subject of this paper is the analysis of spa tourism offer in North 
Macedonia. The paper presents review of relevant literature concerning spa 
tourism and spa tourism offer in the country. For the purpose of the paper, 
a research methodology and secondary data sources have been used by 
consulting literature, studies, statistical data and official web pages of the 
spa centers in North Macedonia. An analysis and review of spa tourism in 
North Macedonia has been made, based on a systematic evaluation of the 
current content of spa tourism offer using methodology of content analysis. 
In the paper, eighth spa centers are analyzed and beside thermal water, other 
aspects of spa tourism are covered in the research as restaurant services, 
accommodation and medical facilities. The volume and structure of tourist 
frequency is analyzed through the arrivals and overnight stays of tourists in 
spa resorts. Tables showing volume and structure of tourism as arrivals of 
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tourists in spa centers, overnight stays in spa centers and average length of stay 
in spa centers for five-year period, best reflect the development dimension of 
spa tourism in the country. Also, the paper focuses on regional distribution 
of hotels offering spa services without usage of thermal water. They express 
the level of tourist demand, and through them we may determine the demand 
side of spa tourism in the country. In the paper, spa centers management that 
encompasses processes of healthcare, accommodation (hotel management), 
restaurant (preparing and serving food to guests), supplementary services 
and security is also covered. Policies, travel protocols and post-pandemic 
recovery of spa centers are also in the focus of the paper. Data presentation 
in tables and analysis has shown that, in addition to three spa centers, the 
capacity of the thermal water for spa tourism development in the remaining 
part of the country is insufficiently used. The concluding remarks refer to 
the use of successful examples and practices from the developed tourist 
countries in Europe, in order to improve the conditions for spa tourism in 
North Macedonia. In addition to the analysis of spa tourism offer in the 
country, the paper also offers recommendations on future activities relating 
to the management of the spa centers, their promotion, as well as alignment 
and improvement of the tourism legislation concerning spa centers.

Keywords: thermal water, spa, wellness, tourism services
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SOCIAL CAPITAL AND HAPPINESS AT YOUTH IN 
SOCIAL RISK

Abstract: Numerous studies show that high levels of social capital are 
associated with higher level of happiness around the world. However, it 
is not known whether this association extends to young people at social 
risk. It is essential for this people to be in a state of positive feelings and 
satisfaction in order to thrive and leave healthier. A huge deficiency is the 
lack of research on the subject for this group of people in Republic of North 
Macedonia and it is very important to make national analysis because of 
the cultural differences between the countries that can produce different 
conclusions. Also, it is not known which indicators of the broad concept of 
social capital are associated with happiness at youth in social risk. Social 
capital is a complex multidimensional concept without unified definition. 
One easy way to explain the social capital is through benefits that arise from 
social activity of one individual. Among many distinctions of social capital 
are distinctions of structural and cognitive social capital and distinction 
based on relationships such as strong, weak, vertical, horizontal, bonding, 
bridging or linking. In this paper, we took the distinction of structural and 
cognitive social capital. We examine the association between different 
types of individual structural social capital and individual cognitive social 
capital with level of happiness at youth in social risk. Therefore, the subject 
of this paper is to examine social capital and its different dimensions and 
their association to happiness of youth in social risk. Main goal of this 
paper is to determine which dimensions of individual social capital are 
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positively associated with happiness among youth in social risk. Thus, 
paper hypothesis is: structural and cognitive dimensions of social capital 
are positively associated with happiness among youth in social risk.
Data is gathered through conducted survey on youth in social risk from 
16 to 35 years in February 2022. These youth are participants in project 
“Youth empowerment enabling prospects”, which goal is to increase the 
employability and find employment for youth in social risk. The project is 
operating in four cities in Republic of North Macedonia: Skopje, Tetovo, 
Prilep and Bitola. The data comes only from project participants in the 
city of Skopje. Out of 130 project participants in Skopje, 75 gave valid 
answers to the questionnaire which was consisted of 10 questions about 
demographics, happiness and social capital.
The individual structural social capital is measured as bonding and bridging 
network of people and network frequency, while individual cognitive social 
capital is measured by quality of social relationships through trust, receiving 
and giving social support, positive and negative experience with others.  
Happiness is measured through self-perceived happiness at the moment. 
We first use Ordinary Least Square regression to model happiness as a 
function of different proxies of individual structural and cognitive social 
capital, controlling for age, education and income. The results of the first 
regression analysis suggest no statistical significance. Because of the results 
in the first regression, second multiple linear regression was developed 
via method of eliminating independent variables which had lowest level 
of statistical significance. After excluding age, trust, positive and negative 
experience with others, number of different friends and frequency of time 
spent with different friends, new regression model results were obtained. 
The results from the second regression analysis suggests that level of 
education and receiving social support from friends are the only variables 
that have statistical significance and are positively associated with level of 
happiness. Receiving social support variable is positively correlated with 
variable frequency of bonding social capital, which means that the latter is 
associated with greater level of happiness. Therefore, the results from the 
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regression analysis confirm the hypothesis that some dimensions of cognitive 
and structural social capital are positively associated with happiness among 
youth in social risk.
This paper shows that in order to increase level of happiness of youth in 
social risk, activities should be taken to increase social support among youth 
in social risk as peer to peer support, increase level of education and increase 
frequency of time spent with friends that have similar socioeconomic 
characteristics.

Keywords: social capital, happiness, youth at social risk
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A POLICE SKETCH OF A FRAUDSTER BASED ON 
ACFE REPORTS: 2010-2020 PERIOD

Abstract: Fraud is defined as a “scheme, trickery, deceitful intrigue, made 
to deceive or mislead someone for profit.” Company scandals caused by 
fraudulent transactions significantly damage the national economy and 
companies’ and nation’s reputation. 
Fraudulent transactions’ theoretical roots can be explained by “Fraud 
Diamond,” consisting of pressure, opportunity, rationalization, competency, 
and “Agency Theory.” 
Many legal bodies have reports on fraudulent transactions and their impact, 
but the Association of Certified Fraud Examiners’ (ACFE) reports are 
most important. ACFE is the world’s largest anti-fraud organization and 
aims to reduce the incidence of fraud and white-collar crime and assist the 
membership in fraud detection and deterrence with its more than 90.000 
members. Joseph T. Wells founded the organization in 1988. It had been 
publishing the “Report to the Nations - Global Study On Occupational 
Fraud And Abuse” report biennially, which provides valuable data from 
actual cases. 
In these reports, fraud is classified into three categories, also known as fraud 
tree: corruption, asset misappropriation, and financial statement fraud.  
This study aims to showcase the basic characteristics of a fraudster and 
which mechanisms are effective to reduce the possible effects of fraud 
based on the ACFE reports from 2010 to 2020. To accomplish the purpose 
of this study, the document analysis method, which is a qualitative analysis 
method, is used. In this regard, ACFE’s fraud reports were analyzed 
from 2010 until 2020. Fraud cases increased by %35 from 2010 to 2020. 
Demographic variables show that, in the analyzed period, most of the 
frauds are committed by “Males” at the “Private Companies” and “Public 



Companies.” Another critical indicator is employees and managers generally 
commit fraud. Owners-executes hold little share on the fraud cases. When 
looking at the committed types of fraud, it was found that most of them are 
“Asset Misappropriation,” which is followed by “Corruption.” Even though 
the “Financial Statement Fraud” type is less common in committed frauds, 
it caused the most damage. Median loss of the “Financial Statement Fraud” 
is way above the “Asset Misappropriation” and “Corruption.”
However, the minimum duration of committing the fraud is decreased from 
18 months to 14 months. This development indicates that companies are 
using appropriate mechanisms to eliminate the adverse effects of fraud. Most 
fraud cases are detected by tips, internal control systems, and management 
reviews. There are some indicators of the possibility of fraud called red 
flags. The essential behavioral red flags are living beyond means, financial 
difficulties, control issues, inability to abide by segregation of duties, 
unusually close relation with customers/vendors, and divorce/family issues. 
Of course, these indicators do not mean that there are fraudulent transactions 
occurred, but the existence of these factors is worth investigating. 
So, what companies are doing to minimize the possible effects of fraud 
besides using tips, internal control systems, and management reviews. 
ACFE reports show that companies have applied independent audits, a code 
of ethics, internal audits, and hotlines to reduce the adverse effects of fraud 
in the analyzed period.    
Overall, males, above 55 years old, who graduated from university or above, 
who have been working at the company for more than six years are doing 
the most damage through fraudulent activities. 
Management reviews, establishing a solid corporate culture, determination 
of the codes of ethics and taking the necessary actions, establishing internal 
control systems and hotlines, giving importance to internal audit function 
and independent audit, giving essential training to employees about the 
determination of fraud will minimize the possible effects of fraud.

Keywords: fraud, fraud tree, fraudsters general looking, Agency theory, 
fraud diamond
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THE IMPORTANCE OF ESG IN BANKING THROUGH 
AND AFTER COVID 19 IN NORTH MACEDONIA

Abstract: Environmental, Social and Governance (ESG) practices have 
gained an increasingly high profile in the recent years.  The transformation 
of the Corporate Social Responsibility activities into wider area covering 
environmental and governance issues, kept the social aspect and it’s 
increasing role. This has been amplified in the period of pandemic of 
COVID-19, with banks playing a critically important role in providing 
essential support to customers and businesses as well as protecting their 
staff.
The pandemic has highlighted on social issues – the ‘S’ of ESG and the 
relevance of existing social challenges: access to healthcare, financial 
security, financial inclusion, and issues of social justice and equality. The 
activities undertaken by the banks for financial support of different areas 
and forbearance measures that banks have put in place during the pandemic 
have been a fundamentally important aspect of enabling industries and 
communities to overcome the difficulties imposed by the pandemic.
Therefore, the main purpose of this paper is to better understand the role of the 
banks in performing the ESG activities during the pandemic, especially the 
social aspects, as well as to explore other future challenges and expectations 
for the banks. Having in mind the differences appearing in economic, gender 
and literacy inequality, as well as the striking environmental issues it is of 
utmost importance that any contributor, including the banks bears the share 
of future measures and actions. In the same time the governance is of no 
lesser importance as all the other activities in ESG arena should be aligned 
with good corporate governance with adequate stakeholders support. It is 
considered that an integrated ESG strategy will be a key to any financial 
institution, all components of ESG will be essential, the environmental 
and climate change agenda will come strongly into focus. The behavior 
is considered to be of utmost importance taking into consideration how 
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organizations acted during the pandemic, that will have huge influence for 
how customers, stakeholders, investors, employees judge them long into 
the future and banks that don’t pursue a ESG agenda could have severe 
consequences on the long run.
As financial intermediaries banks play important role in society. Thus they 
help in the development of the sustainable economies and their success is 
intrinsically intertwined with the long term prosperity of the society they 
serve. Only society based on empowered people building better future, 
inclusive society that uses its natural resources in sustainable manner and 
customers trusting the banks can achieve prosperity on the long run.
Banks are highly regulated institutions, with operations under supervision 
of numerous regulators, with inherent risks in all banking activities and the 
adequate governance of the banks is an important factor of their success.
In achieving their goals for ESG compliance banks have to align their 
business strategy to be consistent with individuals’’ need and society goals, 
especially Sustainable Development Goals (SDGs). Providing their services 
to customers banks have to work responsibly and to encourage sustainable 
practices by their customers, thus enabling economic activities that create 
shared prosperity.
The case of Macedonian banks behavior and activities during the Covid 19 
pandemic as well as the challenges that they will face in the future is presented 
as a support of the research. The banks in North Macedonia contributed in 
a large scale to the social efforts to overcome the problems and challenges 
imposed by the pandemic. Through interviews, data collection and other 
available sources the research will cover a range of different activities as 
well as significant number of bank’s direct financial contribution to the 
community.
Regarding the future challenges that the banks in North Macedonia will 
face after the pandemic in the area of ESG, the most important aspects 
of reporting as mandatory obligation through the listing, EU directives 
concerning banking groups members and other investor related issues will 
be elaborated.

Keywords: banks, ESG, social, sustainable, pandemic
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THE IMPLEMENTATION OF SUSTAINABILITY 
REPORTING OF INDONESIAN AND TURKISH  

LISTED BANKS

Abstract: Business nowadays are related to several factors of external 
responsibilities. Responsibilities among environment regarding land, water, 
and air pollutions; deforestations; and work safety became crucial factors 
in the field of stakeholders’ considerations on businesses. Stakeholders 
have opportunities in hiring businesses to disclose non financial reporting 
regarding those fields. Since business processes have opportunities to 
disturb social living, stakeholders need to understand how businesses are 
responsible to society. However, not all businesses response stakeholders’ 
“presure” since this reporting is not mandatory item of reports. Meanwhile, 
this non financial and non mandatory report will influence on the financial 
aspect due to the impact on society. 
Sustainability reporting refers to report or disclosure deals with information 
concerning both financial and non financial consist of environmental, social, 
economics, and governance. This report could be mentioned as corporate 
communication concerning to the capability of companies’ responsibility 
to the stakeholders. Stakeholders demand on the sustainability report will 
impact financial consequences, payment to government, capital withdrawal 
by investor, and decreasing possibility of getting banks’ debt. However, 
issuing this report that actually voluntary report at the other side is costly 
to the firms. 
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The aim of this study is to analyze the implementation of sustainability 
reporting of Indonesian and Turkish listed banks. Bank is financial 
industry who has authority to issue financial debt to among companies 
which are directly operate their business process related to environmental 
responsibilities. This research is important for getting information how 
banks permit to borrow or debt issue to companies which are enable to 
create pollutions, deforestations, or workers’ health and safety issues. 
Our data is collected by using annual reports and sustainability reports that 
easily downloaded in both Indonesia and Turkish stock exchange websites. 
However, if not applicable, we could find these reports in company’s website. 
We obtained 102 Indonesian and Turkish annual reports. We employed 
content analysis method as tool to collect data of sustainability reporting. 
Content analysis is a research method of data collection by using set of texts. 
Then, we counted those contents based on Global Reporting Initiative (GRI) 
indexes as measurement of reporting. GRI is an independent international 
organization that helps businesses to take responsibility for their impact 
with global language in order to communicate to global user. GRI index is 
selected as measurement on this research since it is used in many countries 
in measuring sustainability report implementation.
Our result exhibits that both Indonesian and Turkish banks have reported 
sustainability items as communication to their stakeholders. This finding 
implies that bank as financial institution is important to report their activity 
deals with its responsibility in approving firms’ credit applications. Finally, 
this finding could be consideration to the stakeholders to increase the 
requirement of sustainability reporting of banks. Sustainability reporting 
as voluntary report might be consider as preferred voluntary report of bank 
since it is related to how bank approve payable as a funding of companies 
business processes which are possible to create environmental and social 
issues. How bank accept companies’ credit applications, their business 
processes and crosschecked to their’s sustainability reports could be 
potential and interesting research in the future.

Keywords: sustainability reporting, GRI, content analysis
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TECHNOLOGICAL CHANGE AND FINANCIAL 
INNOVATION IN BANKING INDUSTRY

Abstract: The banking sector is subject to constant change due to the 
technological revolution, globalization, innovation processes, and new 
concepts. Nowadays banking industry is focused on investments for 
advanced technology and innovation in order to improve operational 
procedures and serving the customer in accordance with their needs and 
requirements. Herewith, to understand how the banking industry has evolved 
over the time, we need to understand the process of financial innovation, as 
a generator for entire financial system transferring.
Banking sector develops new products and processes to meet their needs, as 
well as needs of customers driven by the desire to become profitably. The 
most important source of changes in supply conditions that has stimulated 
financial innovation has been the improvement in the technology information. 
Technology information has had two effects. First, it has reduced the costs 
of processing financial transactions, creating new financial products and 
services. Secondly, it has made it easier for investors to get information. 
The development of technology has led to new products and services and 
also created the ability to provide services electronically. The adoption of 
new technology in banking system has become the standards as way of 
securing a competitive advantage in the electronic age. Hence, financial 
innovation and technological progress have encouraged to the creation of 
many financial products, services, production processes, and organizational 
structures. Innovation it is not the idea of just the creation of a new thing, 
but it is actually bringing it to market, putting into practice and developing 
it in a method that leads to new products, process or technology that add 
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value or improve quality. Innovation also mean walking in the same way 
and in the same direction with the new technology and trying to use it to 
generate new value to bring new and significant change in society. 
This paper first describes the role of innovation in the banking industry and 
how those changes such as technologies, globalization, and innovation have 
affect banking system. The discussion will be put on types of innovation on 
banking industry, and how those types of new technological and innovation 
will improve efficiency, increase productivity and overall performance. The 
main objective of the present resource is review the empirical studies relating 
to several specific financial and banking innovation. Research has been 
carried out using secondary data drawn from a diverse pool of materials, 
including books, journals and other credible reports from international 
institutions. The findings in the research concludes that development and 
application of a variety of financial technology, has improve the way of 
doing business and enhance competitiveness of commercial banks by 
reducing bank operating costs, improving service efficiency, strengthening 
risk control capabilities, and creating enhanced customer-oriented business 
models for customers. Also, embrace of financial technologies in banking 
industry has becoming a crucial for development and enhancing of 
profit in banking industry and has influence the application of electronic 
banking, digital technology, alternative payment methods, block chain and 
cryptocurrencies, artificial intelligence and machine learning and etc. Those 
new factor that are applied in banking industry could improves the health 
of banking and lead to a positive relationship between financial technology 
and bank profitability.

Keywords: innovation, banking financial innovation, technology change



103

International Scientific Conference

FROSINA NIKOLOVSKA, PhD, Associate professor, PVPU Euro College – 
Kumanovo, e-mail: f.nikolovska@eurocollege.edu.mk 

FINANCIAL RESTRUCTURING-STRATEGY FOR 
OVERCOMING THE FINANCIAL CRISIS  

IN THE COMPANY

Abstract: Under conditions of frequent economic crisis, when a number 
of companies are faced by insolvency, it is very important, based on the 
indicators of the existence of the financial crisis, timely to recognize the 
financial crisis and to discover the real reasons for its appearance. The 
quality of crisis management reflects the crisis into early detection of the 
crisis, because each enterprise should construct mechanisms to detect the 
negative change and to build a system to protect against them. The integral 
part of the system of protection could be the system for prediction of the 
crisis, which would provide timely information about the existence of a 
latent crisis and would enable successfully preventive action of the crisis 
management. In fact, crisis forecasting allows companies to respond 
promptly to crisis signals, that is, to respond at a time when the company 
still has the potential to quickly deal with the crisis and react before the 
crisis cause major adverse consequences for the company.
The assessment of the real situation of the company in crisis and the 
assessment of the possibilities for overcoming the crisis is made on the basis 
of a comprehensive analysis of the situation of the company in crisis, which 
integrates information received from all spheres of company action and of 
all its organizational units, as and the analysis of financial condition made   on 
the bases of communitarian financial statements. Proper assessment of the 
situation of the company in crisis continues to be the basis for a successful 
financial restructuring and settlement of illiquidity and cumulative losses.
The success of the crisis management performance is determined by the 
existence and action of the crisis management that should be an integral 
part of the company. Namely the formation of crisis management to make 
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a correct choice of the measures and strategies to overcome the financial 
crisis is an important prerequisite for successfully dealing with the crisis 
and maintains the continuity of the company actions. 
The main task of crisis management is to successfully restructure the 
company that will lead to the elimination or reduction of over-indebtedness, 
improving profitability and creating long-term competitiveness in response 
to the strategic crisis. Within the process of restructuring the enterprise, 
of particular importance is the financial restructuring which aims to solve 
the problem of insolvency. The inability of the company to settle its due 
liabilities is the biggest problem or more precisely a consequence of the 
financial crisis, and it is also the most common reason why creditors initiate 
bankruptcy proceedings against the company.
The dynamic changes and the unstable economic environment in our country 
undoubtedly raise the issue of further survival, growth and development 
of enterprises in conditions when it is expected to reduce external sources 
of funding, decline in the ability to meet current liabilities and increase 
competition from foreign companies on the domestic market. This creates 
the need for preventive action to prevent the occurrence of the crisis and 
the need for timely and effective action in response to the already emerging 
crisis in the company.
In order to see if and to what extent the companies in the Republic of North 
Macedonia are ready to deal with the financial crisis and what measures they 
apply to solve the problems of insolvency, 41 companies on the territory of 
the Republic of North Macedonia were surveyed.

Keywords: financial crisis, prediction of the crisis, financial restructuring, 
crisis management
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DEVIATIONS FROM RATIONAL DECISIONS OF THE 
MACEDONIAN INVESTORS

Abstract: Behavioral finance as an area of study in finance and investment, 
which in the recent years is in constant focus with rising importance in the 
social sciences, creating a link between the economy, psychology, sociology 
and neurosciences in a broader aspect. By developing a new research aspect 
that directly connects financial decisions and the influence of psychology, 
behavioral finances provides an opportunity for further research and 
empirical analyzes in the decision-making process of individuals, groups, 
and organizations. As an emerging field behavioral finance investigates 
the psychological and sociological issues that impact the decision-making 
process in the economic agents, representing them as individuals with animal 
spirit rather than economic fully rational agents, representation model for 
investors’ behavior and decision-making in the traditional economy.
What behavioral economists tend to understand and explore as main 
objectives of their studies are the following: (1) how investors’ behavior 
on the financial markets; (2) how do they respond to certain (financial) 
situations; (3) the biases that affect the decision-making process; and (4) 
the biases that affect the investment decision itself. The importance of 
behavioral finance shall be noticed in explanation of the financial flows 
with combining economic factors that influence investment decisions with 
“innate” (psychological) factors that often prevail over theoretically defined 
rational behaviors. 
Even though behavioral researches are increasing in the past years, the 
regional financial markets, including the Macedonian Stock Exchange 
are rarely mentioned or researched implementing individual approach, 
analyzing investors’ behavior. The lack of information and analysis for the 
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behavioral aspects on the Macedonian Stock Exchange is the main driver 
for conducting an empirical research on the Macedonian capital market and 
empirically analyzing the behavior of the typical Macedonian investor. The 
main hypothesis in the research is that the irrational behavior of Macedonian 
investors while making investment decisions is present and leading behavior 
in certain periods while making investment’ decisions. The hypothesis was 
examined with a survey questionnaire, additionally analyzing the results 
with the Kolmogorov-Smirnov Test (KS test). The results undoubtedly 
showed that investors’ decisions are made irrationally by the influence of 
non-financial and psychological reasons, i.e. excessive self-confidence of 
investors or political influence on the decisions.
The main conclusion from the research is that the investors’ irrational 
behavior causes negative side effects on the Macedonian Stock Exchange.  
The negative effects appearing periodically on the stock exchange and 
capital markets due to the irrational behavior of the investors, often 
sends mixed signals to the economy as a whole and to the other financial 
institutions i.e. banking sector and to the other financial market participants 
i.e. companies, bank depositors or foreign investors. Irrational investors’ 
behavior caused by i.e. speculative information and driven by the heuretics 
often creates more speculation and negative side effect to all agents and 
institutions included the financial markets. However, as mechanisms for 
mitigating the negative effects and movements caused by irrationality are 
further education of the investors in the capital markets’ with accent on 
both objectives, economic and psychological; constant consultation with 
field experts in the decision-making process and constant monitoring the 
world and domestic trends, therefore using and implementing the relevant 
information instead of speculations.
The key issue for behavioral finance in the future is not only understanding 
the irrational behavior but also finding a solution for predicting and 
preventing the negative effects on the financial markets, thus creating an 
opportunity for stable financial markets. The future in the economy is not 
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only in artificial intelligence and technology, but in understanding and 
managing the decision-making process to rational decisions that would lead 
to better economic environment with opportunity for economic growth and 
efficient-markets with speculations at minimum level as possible.

Keywords: behavioral finance, financial markets, Macedonian Stock 
Exchange
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ROMANIAN STUDENTS’ PERCEPTION OF 
CRYPTOCURRENCIES 

Abstract: This paper aims to find out about the perception Romanian 
students have concerning cryptocurrencies. The cryptocurrency market 
has been considered a new, revolutionary market due to the constant 
technological evolution and innovation that blockchain technology 
provides. Considering students are our future, it is interesting to analyze 
their perception of this new phenomenon, especially because attitudes 
towards cryptocurrencies have been “in extremes” for the past decade. 
Some people see cryptocurrencies as an opportunity, but others state that 
this is an unexplored technology and thus, an unstable market which can be 
used as a tool for criminal activities or for skipping social responsibilities 
such as tax avoidance and corruption. Since the topic of cryptocurrencies 
has been one of high interest recently, we wanted to look deeper into how 
the trends are in the East European region, to be more precise, in Romania. 
The method used in the research is qualitative. From a methodological point 
of view, we consider that there is still a need for research on this topic, being 
done that the studies we have found opted for a quantitative approach. We 
have conducted semi-structured interviews which included the top of mind 
and Chinese Portrait method techniques. Our main focus was on students 
from the faculties of economics from Romania, but we have also gathered 
responses from students enrolled in other faculties, given the fact that the 
type of research is an empirical one. We have collected information about 
how students perceive cryptocurrencies (and with what they associate them), 
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the most well-known cryptocurrencies among students, how much students 
are willing to invest, and from which social media they get their information 
on this topic. Most students associate cryptocurrencies with Bitcoin, money, 
and future, but some of them also believe cryptocurrencies are a scam, 
which is a side that should be more investigated. Cryptocurrencies have 
a short history, starting slightly after the economic crisis in 2008. As a 
consequence, we can tell that people are just starting now to develop their 
understanding about this phenomenon, which can be the reason for these 
contrasting opinions about it. The most known cryptocurrencies by students 
are Bitcoin, Ethereum, and Dogecoin. Our respondents mostly are not 
willing to invest any money in cryptocurrencies at the moment, but they are 
thinking about it in the future. When given the scenario that they are getting 
a scholarship from their university, students said that they were not willing 
to invest it all in cryptocurrencies, which reveals that even though these 
digital assets are a rising trend and students want to find out more about 
them, they do not possess the resources in need, meaning money. Most 
of the information students get about cryptocurrencies is from Youtube, 
Facebook, and friends/family. They follow mainstream influencers like Elon 
Musk, George Buhnici, and other Romanian influencers more than foreign 
cryptocurrencies leaders. Some studies on the topic of cryptocurrencies and 
social media show that there are indirect effects of social media on attitude 
formation and intention towards engaging in cryptocurrency through the 
processes of social influence. Usage of social media is positively associated 
with users’ intentions toward adopting Bitcoin through their attitudes, 
subjective norms, and perceived behavioral control.

Keywords: cryptocurrency, media, perceptions, social media
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THE CONTRIBUTION OF BUSINESS TO THE 
IMPLEMENTATION OF SOCIAL DEVELOPMENT 

GOALS (SDGS) - CHALLENGES AND OPPORTUNITIES

Abstract: Business has a critical role to play in delivering on the promises 
of inclusive and long-term growth. In general, there are numerous ways 
for businesses to incorporate sustainability into their operations. This has 
the potential to cause considerable corporate transformation by compelling 
corporations to recognize and manage their social and environmental effect.
The Sustainable Development Goals (SDGs), sometimes known as the 
Global Goals, are a set of 17 interconnected global goals for the environment, 
society, and economy that were endorsed by United Nations Member 
States in 2015. Their accomplishment is a universal call to intervention to 
stop poverty, protect the environment, and ensure that everyone lives in 
prosperity by 2030.
Priorities and ambitions must be clearly defined in order to mobilize global 
efforts across governments, civil society, and businesses for the successful 
implementation of the 2030 Agenda. The efficiency of policy reforms in the 
implementation process requires more holistic and widespread changes, as 
well as the presence of strong national and international public institutions. 
To accomplish the commitments of the 2030 Agenda for Sustainable 
Development, governments and businesses must work together to achieve 
more sustainable and inclusive growth.
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According to the most recent UN report from 2021, progress on the 
Sustainable Development Goals (SDGs) has been paused or reversed 
after many years, if not decades. Faced with several challenges and 
opportunities, businesses should play a vital role in achieving the SDGs 
until 2030, especially now that the COVID -19 epidemic has hindered their 
implementation.
The next few years will determine whether the world can reach the SDGs 
by 2030 through transforming all stakeholders in society: citizens, non-
governmental organizations, government institutions, and business. 
Businesses must want to participate and embrace the SDGs as part of 
their identity and strategic vision when they are involved in the process of 
achieving the Global Goals, as they are also known. Only businesses who 
do so may be able to see the dangers of inaction as well as the benefits of 
being proactive.
Businesses must comprehend the significance of global goals and how they 
relate to their own objectives. The Sustainable Development Goals (SDG) 
hold endless potential, challenges and opportunities for businesses in the 
contribution for accomplishment of 2030 Agenda. Businesses must examine 
how to manage the environment in the face of massive global issues such as 
uncertain energy costs, upcoming carbon emission regulations, raw material 
access, natural resource scarcity, and so on. Companies should establish 
better inter - linkages and focus on different goals while considering their 
impacts on specific goals, according to the SDGs.
In the first section of this article we are discussing the most recent overview 
of global Sustainable Development Goals (SDGs) implementation activities. 
We continue with discussion on how businesses can use the SDG framework 
to enhance productivity and growth while simultaneously contributing to 
the 2030 Agenda for Sustainable Development’s vision of a better world. 
In the conclusion, we summarize our findings and suggest some ideas 
for aligning business strategy and market transformation with the United 
Nations Sustainable Development Goals.

Keywords: sustainable development, sustainable development goals 
(SDGs), global goals, business, challenges and opportunities
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SERVICE RELATED COMPETENCIES IN THE 
REPUBLIC OF NORTH MACEDONIA- EVIVA 

APPROACH

Abstract: The research outputs presented in this paper have been 
acquired according to the methodological approach of eVIVA (Enhancing 
and Validating Service Related Competences in Versatile Learning 
Environments in Western Balkan Universities (e-VIVA) project which is 
Erasmus+ Capacity Building in Higher Education project. The e-VIVA 
project addresses the issue of students’ skills development, facilitation 
and validation of their skills in formal/informal learning contexts. It aims 
at the creation of a blended learning approach to facilitate and validate 
competence developments related to service orientation in rather informal 
learning contexts in higher education institutions and workplace learning 
contexts. Service related competences are becoming an important aspect 
in non-formal and informal learning setting however, their integration in 
HEI learning approaches is quite new. Thus the project presents a new 
engagement of HEIs into an innovative qualification framework of service-
related competences. 
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The first work package of this project started with a comprehensive baseline 
research. This in-depth research used data obtained from desk research, 
online survey and interviews and assess the availability of systems developed 
to support the assessment, evidencing and validation of learning outcomes. 
In addition, it explores the availability of standardized certification tools 
(such as EQF, ECTS, etc.) and similar blended learning technologies for the 
recognition and validation of Service Related Competences. The starting 
point was to scan the service sector and give the insight of perception of 
service related enterprises for the competencies they considered important 
to deal with the challenges in changing business environment, and how this 
concept has been communicated. For this purpose, we investigated a wide 
range of variables: Service related competences in the public administration; 
Perception of service related competences at a business level; State Emphasis 
on Innovations and Entrepreneurship; Learning Technologies and Blended 
learning in Higher Education; Job Related Competences; Informal learning 
and Validation.
For the needs of the research the qualitative analyses had been implemented 
with web research of the targeted entities in service sector in the country: 
Ministries; Agencies; Chamber of commerce; Universities and Non-formal 
learning programs; Companies from the hotel business, real estate agencies, 
health and education. The categories and units of measurement were: mission 
statements; strategic documents and annual plans (where applicable), 
projects, as well as headlines/actions related to the topic of our interest. The 
main search was conducted by detecting keywords: Competences, Service 
related competences, User/client orientation, Innovations/innovativeness, 
Team work, Social competences, Skills, Soft skills.
As a result, the list of competences had been derived that business entities in 
service sector consider important. Detection of major state policies toward 
strengthening the national economy and service related sector. Formal and 
no-formal educational strategies and learning technologies. The verification 
process of adult education programs.
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The outcomes of this research contributed in assessing and evidencing 
service related learning competencies. Even that service related learning 
outcomes are rather difficult to validate with other validation systems the 
eVIVA approach is try to blend formal validation approaches based on EQF 
with the ICT-based LEVEL5-system and focus in several elements such as: 
competence-based learning, competence validation, nature, structure and 
organization of the envisaged learning activities.

Keywords: competences, service related competence, service sector, 
learning outcomes and validation



115

International Scientific Conference

ANETA RISTESKA JANKULOSKA, Associate professor, Faculty of 
Economics –Prilep, e-mail: aneta.risteska@uklo.edu.mk 

MIROSLAV GVEROSKI, Full professor, Faculty of Economics –Prilep, 
e-mail: miroslav.gveroski@uklo.edu.mk 

TATJANA SPASESKA, Associate professor, Faculty of Economics –Prilep, 
e-mail: tatjana.spaseska@uklo.edu.mk 

SMALL AND MEDIUM SIZED ENTEPRISES DURING 
THE COVID-19 PANDEMIC CRISIS – PROBLEMS AND 

CHALLENGES

Abstract: Small and medium enterprises are the backbone of economic 
development. They have huge contribution for employment, utilization 
of entrepreneurial abilities, rational use of national and local resources, 
the creation of added value and the inclusion of the national economy in 
world trade through their internationalization. Their importance is due to 
their characteristics such as flexibility and rapid production reorientation, 
entrepreneurial orientation, and especially their creativity and innovation. 
From the independence of North Macedonia continuously is increasing 
participation and importance of small and medium sized businesses, not 
only by their percentage in the total number of enterprises, but also their 
contribution to the creation of gross domestic product and job creation. 
Today these enterprises are the most dynamic and efficient segment of the 
economic structure of the country.
 In the last two years, the world has been facing with a pandemic that has had 
major and serious consequences for human health and economy. Actually, 
the COVID-19 pandemic is a global phenomenon with unprecedented 
impact on individuals, communities, and organizations. There is no doubt 
that there is no segment of the society that was not under the pressure of 
the global pandemic. Тhe COVID-19 pandemic crisis, has already become 
a permanent part of the 21st century and it cause a significantly changes 
in businesses operations. SMEs are facing with numerous challenges and 
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problems as a consequence of the pandemic. The period of closure and 
movement prevention policies adopted by governments in many countries 
have greatly affected SMEs, paralyzing their operations, weakening their 
financial positions, and exposing them to financial risk.  SMEs have suffered 
from a shortage of workers and production inputs because of distortions 
that marred supply chains, which negatively affected their sales and their 
ability to fulfill their financial obligations and pay employees’ salaries. This 
problem has coincided with a decrease in consumer spending because of 
the reduction in consumers’ income and widespread feelings of uncertainty. 
As a result, many SMEs found themselves incapable of dealing with the 
situation and some of them have stopped their activities and remained 
closed since the first months of the outbreak. Today, SMEs are forced to 
look for strategies in order to survive and to create existential prognoses of 
business operations during great economic and social uncertainty.
Many studies shows that the competitive advantage of any modern enterprise 
is based on ability for innovation in products or production processes. Only 
through innovation SMEs will increase their and competitive advantage of 
the national economy. Considering this the focus will be on the innovation 
strategy and its necessity for overcoming the conditions and consequences 
caused by the pandemic. The main aim of the paper is to identify the basic 
problems and challenges of small and medium sized enterprises during 
the corona virus pandemic in developing countries, specifically in North 
Macedonia, as well as strategies of transformation and adaptation to changes 
in the environment.  To achieve the aim a survey will be conducted to the 
sample of SMEs in North Macedonia. At the end of the paper based on the 
obtained results we will provide recommendations for small and medium 
businesses on how to remain flexible or competitive through resilience and 
renewal strategies.

Keywords: SMEs, pandemic, strategy
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DETERMINANTS OF PRICE EXPECTATIONS 
OF MANAGERS AND ENTREPRENEURS IN THE 

SERVICES SECTOR IN THE REPUBLIC OF NORTH 
MACEDONIA

Abstract: In this paper, we investigate the determinants of price expectations 
of managers and entrepreneurs in the services sector in the Republic of North 
Macedonia. The services sector, alongside manufacturing, construction, 
trade, and some other sectors, is one of the most important sectors for the 
overall domestic economy, and the economic performance in this sector plays 
a crucial role in the performance of the domestic economy. An important 
feature of the services sector is that it is comprised of a large number of micro 
and small businesses, which are widely known as the main “engine” of the 
economic growth. Because of the importance of the services sector for the 
economy, in this paper we explore it in more detail, from the perspective of 
price expectations that the managers and entrepreneurs in this sector have for 
the near-term future. More specifically, inflation (the changes of the general 
price level in the economy) has a direct influence on the economic well-
being of economic agents (consumers, households, firms, etc.). Maintaining 
a stable inflation rate is therefore of huge importance for enabling a stable 
and secure macro-economic environment. For instance, a stable inflation 
rate is assumed to be around 2% in the case of the Euro Area, as indicated 
by the European Central Bank (ECB): “We are targeting an inflation rate 
of2% over the medium term. Our commitment to this target is symmetric: 
we view inflation that is too low just as negatively as inflation that is too 
high”. However, in the last few months we have witnessed significant price 
increases all over the world, as a result of factors related to both demand and 



118

Contemporary challenges of economic growth and sustainability of businesses

supply forces. Similar to the general rise in prices around the world, prices 
have also been rising significantly in the Republic of North Macedonia 
in recent months. The main reason for the rise in prices is the supply and 
demand shocks caused by the COVID-19 pandemic, and additionally, 
in the past couple of months the war in Ukraine also contributed to the 
increase in the price level. In this paper, we try to investigate the drivers of 
price expectations that managers and entrepreneurs in firms in the services 
sector in North Macedonia have. Understanding price expectations is of 
crucial importance for understanding the behavior of economic agents, and 
this is especially important in periods of crises, when fiscal and monetary 
authorities are alarmed and need to make quick, but well-planned economic 
decisions in order to stabilize the economy in the short and medium-term. 
In this paper, we rely on the data found in the surveys compiled by the 
European Commission on a monthly basis, which are used to determine 
the overall economic sentiment in a certain economy. In addition to this, 
we obtain monthly data for the price changes in the domestic economy 
from the State Statistical Office of the Republic of North Macedonia. By 
constructing an Ordinary Least Squares (OLS) regression model, we find 
that the inflation rate from the previous month, demand expectations for the 
services sector for the next three months, employment expectations for the 
services sector for the next three months, and employment in the services 
sector for the past three months are statistically significant and have the 
expected positive sign (meaning that they are positively associated with the 
price level). However, after implementing the HAC Newey-West correction 
(correcting standard errors for the presence of both serial correlation and 
heteroscedasticity), we find that only the variable employment expectations 
for the next three months remains statistically significant, meaning that it 
is the only variable that has a statistically significant impact on the price 
expectations that managers and entrepreneurs in the services sector have.

Keywords: price expectations, managers, entrepreneurs, services sector
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SOURCE CREDIBILITY THEORY APPLIED TO 
INFLUENCER MARKETING

Abstract: Social media represent a strategic resource for companies 
to promote and build relationships with consumers. Since social media 
marketing, as a part of the company’s promotional mix, facilitates brand-
related e-WOM through influencer marketing (a valuable alternative for 
brand promotion among other valuable instruments), companies nowadays 
use digital influencers which are online personalities who post content with 
expertise in a certain area, and generate a base of followers interested in their 
area of expertise. Digital endorsers i.e., influencers are perceived as credible 
and thus positively affect customers’ purchase intention and in cases when 
the recipient has little or no information except the message being advertised, 
the endorser’s credibility is especially important. Source credibility is 
related to the communicator’s character and positive characteristics that 
affect message persuasiveness. The source credibility theory explains the 
existence of different dimensions of the message source credibility that 
affect customers’ purchase intention. This study focuses on four dimensions 
of source credibility, that is expertise, trustworthiness, attractiveness, and 
similarity. Source expertise refers to the extent to which the communicator 
is perceived as a source of valid assertions, whereas a trustworthy source 
is perceived as honest, sincere, and truthful. Regarding physical aspects 
of the source, attractiveness is associated with likeability, elegance, classy, 
beautiful, or sexy characteristics of the source of the message. Similarity 
dimension refers to similarities in cultural background, demographics, and 
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values between the source of the message i.e., the endorser, and the message 
recipient i.e., the social media user. Despite a solid base of past research 
that investigates source credibility, there is still a gap mainly because most 
od previous studies focus on investigating advertisement effectiveness and 
purchase intention through the mediating role of source credibility, and, to 
the author’s knowledge, no previous study investigated the direct effect of 
perceived credibility of influencers on customers purchase intention with a 
focus on one social network. Having in mind previously stated, the purpose 
of the study is to analyze Instagram influencers’ credibility to determine the 
impact of social media users’ perceptions regarding influencers’ credibility 
on their purchase intention. Previous studies confirmed that source 
credibility dimensions positively affect customers’ purchase intention. 
To test the proposed hypotheses a survey was conducted, with an online 
questionnaire as a method of data collection, on a purposive sample of 76 
Instagram users in North Macedonia that follow influencers. The results 
revealed that the trustworthiness and attractiveness of influencers positively 
affect customers’ purchase intention. The findings of the conducted research 
add value to the scientific community and the growing literature in the field 
of influencer marketing regarding the role and impact of digital influencers 
on consumer behavior by focusing on the four-dimensional construct of 
source credibility unlike most of the past research that investigates three 
dimensions of credibility. Finally, the study provides a direct insight into 
the dimensions of digital influencers’ credibility that influence potential 
customers’ intention to purchase the product being advertised. Moreover, 
the study can serve as a guide to marketing managers regarding the effective 
implementation of influencer marketing for increasing the customers’ 
purchase intention. 

Keywords: influencer marketing, social media, credibility, purchase 
intention
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EFFECTS OF NUDGES: EVIDENCE FROM 
MACEDONIAN CONSUMERS

Abstract: Being aware that many people are not certain and constant in 
their decisions, it is important to find out as much as possible about what 
customers want and what influences their choice. Therefore, there has been 
an increase in research about so-called nudges, believed to be influencing 
consumer choice in a less than conscious level. The Nudge theory is 
believed to explain so much of consumer choice and can help companies 
create strategies to guide their consumers towards creating better choice, 
ease and shorten the time needed for someone to create a decision or do 
a task, improve how a company is viewed, create a higher/better flow of 
goods. By knowing how nudges work, companies can choose to include or 
exclude different tactics within marketing communication strategies. 
This paper looks into the possibility of using nudges for better Strategic 
Marketing Communication, seeing whether, and how, choice and perspective 
of the Macedonian Consumer can change with nudge presence. Since it is a 
newer and wide field of research, this could help understand whether some 
nudges can influence the everyday consumer in North Macedonia. The 
paper tests the successfulness of three types of nudges: decoy, anchoring 
and exposure effect. 
The research data has been gathered and analyzed through an online survey 
experiment, on a convenient sample of 195 people, residents of North 
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Macedonia. The use of nudges is tested by creating three experimental 
surveys, in which presence of three nudges is being manipulated. Each 
group had 65 participants (ages 16-61). 
Answers were analyzed, separately for the proposed: decoy, anchoring and 
mere exposure effects (nudges). Analysis of the decoy effect in our case 
lead to inconclusive answers, leaving space for the decoy as a nudge as a 
possibly adequate marketing tool, however risky as well. Analysis from the 
anchoring effect show significant change in results when present, leading in 
favor of use of these types of nudges. Contrary to prior beliefs, mere exposure 
in our study shows no significant results in support of mere exposure as a 
quality nudge. Overall results show that for some types of nudges and in 
some situations, their use could lead to higher benefit, to change in choice, 
prediction, evaluation or perception, however definitely not in all. 
When implementing nudges within a business, the whole setting surrounding 
them would need to be evaluated. Marketers would need to have a clear idea 
on how they wish to present themselves, how much this change will cost 
them and where or when should this change be implemented. Use of the 
decoy could possibly help in steering choice from one product to another, 
and could help in smarter product/service offers, leading to overall higher 
revenue. Anchoring with its influence in price “prediction” and perception, 
would be useful in planning of cost and when presenting products and 
position planning. Mere exposure shows no significant change of preference 
towards a stimulus. If proven relevant, use of mere exposure could help 
marketers understand frequency, place, and type of advertisements that 
would help get the organization/business/brand gain a higher position in 
people’s minds. Additional research needs to be considered. Overall, as 
with previous studies, use and effectiveness of nudges is still unclear.

Keywords: nudges, decoy, anchoring, mere exposure, consumer choices, 
consumer perception 
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RELATIONSHIP BETWEEN RESTAURANT 
MANAGEMENT AND CUSTOMER SATISFACTION

Abstract: Businesses didn’t always place customers in the centre of their 
operations. On the contrary, the traditional organizational structure had 
stakeholders in focus and all operations were done in order to please them. 
With the appearance of globalization and having many countries taking 
down their market entry barriers, the level of competition has increased 
tremendously causing changes in every aspect of businesses’ operations 
and managerial decisions. As a result, businesses’ looking for sustainability 
put customers in the centre of their operations, following many managerial 
decisions to shift towards them too. Differently from the product-oriented 
industries, service-oriented industries are among the biggest in the world, and 
their growth of is not only in terms of volume, but in terms of complexity and 
sophistication too. Service-oriented businesses by definition are in a direct 
relation with customers which have immediate influence on the end offer. 
As such, service-oriented businesses must make meeting customers’ needs 
and wants a priority, and by doing this, they gain customers’ satisfaction and 
loyalty, and hence profit increase. 
Hospitality industry is a people-oriented industry which requires person 
serving other person, so their service offer has become even more challenging 
regarding its diversity besides its quality. To further help managers 
understand their businesses and the industries they are in, researchers have 
established a classification system for services according to which the 
restaurants are defined as service-oriented businesses with tangible actions 
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and services are aimed at people. As such, restaurants are facing continuous 
challenges due to their day-to-day operations in changing markets. Looking 
closely at restaurants’ operations it is no secret that there isn’t customer who 
would come back if they had a bad customer service. Although literature 
review already states the positive relationship between service quality and 
customer satisfaction in restaurant industry, the goal of this research paper 
is to look further at customers and test two hypotheses. The first hypothesis 
states that the restaurant management adds value to the dining experience, 
and to test it a questionnaire on a representative sample was conducted. 
The questions included all tangible and intangible factors that add value 
to the customer such as food quality, service quality, location, uniqueness 
of menu, restaurant interior and ambient, value for money, service time, 
customer privacy and entertainment, word-of-mouth recommendation etc. 
The second hypothesis states that the restaurant management has a positive 
influence on the customers’ perception, for which also a questionnaire 
on a representative sample was conducted. To test this hypothesis, more 
questions of the intangible factors were included such as good value, 
restaurant cleanness, tasty food, employees’ knowledge of the menu, new 
or seasonal changes to the menu etc. Clearly there is a combination of 
factors, both tangible and intangible, that affect customers perception on 
restaurant management and their dining experience. Not all factors have to 
be satisfied for a customer to return to the restaurant. There are factors that 
add more value to their experience and perception than others, but more of 
them are related to it. As a result, the findings of this research are presented 
in the paper pointing out what factors have great influence on customers. 
Furthermore, there are recommendations pointed out that the restaurant 
management can rely on in order to offer a better customer service, add 
value to them, and hence gain their loyalty and satisfaction. All this results 
with business and sales growth, and sustainability on the market. 

Keywords: customer service, restaurant management, service-oriented, 
customer satisfaction
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BRAND COMMUNICATION ON INSTAGRAM

Abstract: Businesses are slowly changing their communication strategies, 
especially smaller businesses with limited marketing budgets. Social media 
are emerging as an alternative channel for communication given that they 
enable targeted marketing campaigns at affordable prices. 
Instagram is one of the most popular social media platforms among the 
younger generation. If the brands want to target millennials and build 
effective communication with them, they must discover and understand 
what the millennials preferences on this social media are. 
The purpose of this research is focused on determining the type of visual 
brand communication that millennials prefer the most as well to discover 
the type of content that the millennials are most found of in order to increase 
the likelihood of their engagement with the brand. 
The information obtained from this study would be useful for companies 
or brands that want to increase the level of customer engagement with their 
brand on social networks, especially Instagram. Instagram as one of the fastest 
growing and the most used social media by the millennials or generation 
Y is of the great importance for brand communication. Millennials, also 
known as Generation Y or Gen Y are the demographic cohort born between 
1981 and 1996 (Dimock, 2019). This generation of potential customers is 
a generation that today and in the near future will have great purchasing 
power. Hence, businesses will have to focus on finding ways to attract 
Generation Y to their brand if they want their business not only to survive 
but also to thrive in a long run.
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Currently there is not much research dedicated to common communication 
with millennials on Instagram but also about the importance of advertising 
on social media. One of the research projects related to the visual brand 
communication on Instagram in Finland was conducted by Hellberg (2015), 
but this study was focused only on Female respondents aged between 20 
(twenty) and 30 (thirty). The purpose of this study is related to providing 
another insight about consumer engagement on Instagram in order to close 
the gap identified in academic literature. The subject of this research is not 
related to activities that does not comply with the platform’s policy (e.g. 
buying likes and followers, or automated bots that perform a variety of 
tasks). The findings from this research are the most useful to small and 
micro businesses in Macedonia. 
For this research we used semi-structured in-depth interview as a method 
for better discussion, using open-ended questions so respondents more 
easily explain their behavior on Instagram and their views about brand 
engagement on this social media. Semi-structured interview was also 
chosen as a research method in order to determine and better understand 
the type of visual brand communication that millennial prefer on Instagram. 
The sample consists of 30 (thirty) responders aged between 22 (twenty-two) 
and 38 (thirty-eight), urban male and female Instagram users, classified as 
millennials or generation Y.
The results of this study are showing that millennials or generation Y, engage 
with visual brand content on Instagram mostly by liking the posts. However, 
the way of sharing the content is different. Sharing and commenting 
can sometimes overlap due to the Instagram tagging option. Millennials 
in Macedonia rarely comment on brand posts. When it comes to their 
preferences for the type of visual content they would engage with, most of 
the respondents’ preferred images over videos, or they prefer videos shorter 
than thirty seconds. There were still some respondents with predominantly 
lurking behavior. Although these respondents were not visibly engaging 
with the brand, the posts served them as springboard for future action.
Content on Instagram should always be created in a manner that will increase 
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the possibility for user’s engagement with the brands post. In accordance 
with this study, prerequisite for visual engagement with millennials on 
Instagram is related with aesthetics images/videos that will emotionally 
engage the potential customers. From marketing perspective, customer’s 
engagement with the brand content on Instagram is a formula for success 
that not only can improve the brand communication endeavour but the 
brand itself.

Keywords: Instagram, brand communication, engagement
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THE IMPACT OF ECONOMIC DOWNTURN 
ON HUMAN RESOURCE POLICIES IN SMALL 

BUSINESSES: THE CASE OF NORTH MACEDONIA

Abstract: Current economic conditions create challenging environment for 
small businesses which could significantly affect the way they do business 
and manage their workforce. Globally, businesses struggle to survive 
amid the rising uncertainty, inflationary pressures and increased costs as 
well as disrupted supply chains, which deeply affects their performance. 
Such economic turmoil will inevitably result in cost cutting measures by 
businesses, thus affecting their human resource policies and practices. This 
raises issues related to the implications of the economic crisis on the human 
resource function and the challenges in terms of human resource policies 
that small businesses face. 
Previous economic crises have initiated a great deal of debates about 
the possible effects on human resource management policies and the 
potential areas for action, as retention of key talent and nurturing employee 
commitment. During economic downturn, businesses implement short-
term cost-cutting measures mainly by freezing recruitment, reducing 
employee training and development budgets, pay cuts, reduction of 
bonuses and even layoffs. Research on the effects of recession on human 
resource management found that major areas that are primarily affected 
refer to reductions in compensation and monetary rewards, training and 
development opportunities and the staffing levels.
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However, cost-cutting measures undertaken by businesses should not be 
at the expense of a severe loss of motivation and commitment among 
employees or reduction of their key talent pool. Indeed, the major challenge 
of human resource management during uncertainty is balancing between 
short-term and long-term strategy. While coping to maintain their viability 
through cost-reduction plans, businesses should also consider long-term 
plans and strategy in order to be prepared for the post-crisis period. In 
developed economies, many businesses are aware that in responding to the 
crisis they have to develop strategies that combine initiatives to reduce costs 
with measures to improve innovation and quality, employee morale and 
engagement. In this regard, for example, the financial crisis of 2008 has not 
affected the level of training investments considerably as major reductions in 
employee training were not reported in developed countries. This is mainly 
because the cuts on employee training and development were least effective 
in the previous recession and had negative impact on employee commitment 
and consequently productivity. In addition, major layoffs not only disrupt 
businesses’ talent pools, but also diminish the motivation among employees 
and affect their productivity levels. Therefore, in an effort to avoid major 
layoffs and maintain their talent pools, businesses insist on short-term cost-
cutting measures as reducing employee training or compensation and bonus 
levels. Costs related to funding development opportunities are always 
a concern for management, making businesses reluctant to continue to 
provide development opportunities to their employees in such times. 
The main objective of this paper is to assess the immediate effects of the 
economic downturn on the performance and management activities of 
small businesses in the Republic of North Macedonia, as well as their 
response in terms of human resource management policies. An online 
survey questionnaire was distributed to owners and/or managers of small 
businesses in different sectors in North Macedonia. The questionnaire 
included questions that would determine the negative effects of the current 
economic conditions on small businesses, as perceived by business owners. 
In addition, the questionnaire covered aspects pertaining to current human 
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resource policies undertaken by small businesses as a response to the current 
economic downturn, in terms of recruitment, compensation and employee 
training and development policies. 
The findings reveal that although small businesses consider increased 
costs of doing business to be their primary concern, most of the surveyed 
businesses did not and do not anticipate to decrease the pay levels or 
monetary rewards of their employees, nor do they plan major reductions of 
employee training and development opportunities. In fact, as a response to 
the growing inflation, many businesses have increased pay levels of their 
employees. In terms of staffing policy, the results show that the majority of 
businesses have already frozen their planned recruitments, but do not plan 
to implement layoffs. These findings are in line with the studies on firms’ 
human resource policy response conducted during previous economic crisis.

Keywords: human resource management policies, small businesses, 
economic crisis 
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TALENT MANAGEMENT, A CONTEMPORARY 
CHALLENGE FOR SUSTAINABLE DEVELOPMENT

Abstract: Companies today face the challenge of talent management. 
Talent management is a key strategic activity that positively changes the 
performance of businesses.
In this way, employees themselves become aware of their role in the value 
creation chain. Helps to foster their loyalty to the company and motivates 
them to collaborate better on the teams in which they work, belong and 
share their knowledge in order to increase the value of the company.
A successful business does not aim at market and consumer trends, but at 
profit. To achieve this you have to go through and face many challenges 
and one of these is finding the right people who will lead the company to 
success.
There is a general concern about finding suitable candidates for middle and 
senior executive positions. Although the market is overflowing with talent, 
company managers are justified by the claim that schools fail to provide 
students with an education that responds to the job market, thus creating a 
gap between the academic program in schools and the needs of companies. 
In essence, this claim remains a justification, given that most managers 
and founders of companies have been “self-made” or as it is otherwise 
“managed” and not products of schools or universities.
This is one side of the coin. On the other hand, managers, while claiming 
that the market is short of skilled workers and that academic programs do 
not respond to the labor market, present even more challenging demands 
on candidates. The situation is presented as unsolvable but in fact it is 
not! The lack of efficient employees, in fact, does not come as a result of 
lack of qualified people, but of poor management! Although the market 
enables a small number of “perfect” candidates, in the same market there 
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are thousands of talented and qualified candidates, who can be turned into 
valuable assets for the company.
The work process goes hand in hand with technology, and that the latter 
for the sake of truth is moving at a rapid pace, which is why the “human 
resources” in the company are looking for employees who can learn quickly, 
adapt and successfully face new challenges. Based on this logic, the question 
rightly arises as to why company executives tend to hire staff based on 
short-term qualifications while they should be hiring talented individuals, 
with potential that promise in every aspect.
The ability to retain the talent needed is a challenge for all organizations 
around the world. Such practices are best when applied in a given context, 
what works for one company does not mean it will work for another.
They need to adapt talent management practices to their strategies and 
circumstances by carefully developing them with the philosophy of 
leadership and value system, and at the same time find other ways to 
differentiate themselves from competitors.
International corporations that excel in talent management obviously 
provide competitive advantages as well. This paper, in addition to the 
theoretical part, also includes some interviews and direct data obtained 
from the websites of the world’s largest companies.

Keywords: talent management, competitive advantages, practices, value 
system
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EXPLORATION OF ORGANIZATIONAL CULTURE 
AND JOB SATISFACTION AS SUSTAINABILITY 

FACTORS IN THE HIGHER EDUCATION 
INSTITUTIONS

Abstract: The motive for writing this article is to explore the impact that 
organizational culture and job satisfaction have on the quality of higher 
education institutions. But, also to indicate how much these two components 
can be considered as sustainable factors in the field of higher education.
This article connects the issues of the relationship between organizational 
culture as an integral part of any organization that must be nurtured, so 
that to achieve quality business processes. Job satisfaction is a key factor 
in achieving a high degree of productivity in the performance of work. 
Different indicators are the reason for the positive, but also the negative 
implications that occur in the higher education system. The emergence of 
the Covid-19 crisis was particularly influential. Due to that, the education 
system faced huge problems, which greatly affected the job satisfaction and 
the way of perceiving the organizational culture.
The main research question refers to the connection between the organizational 
culture of higher education institutions and the cognitive, non-cognitive and 
behavioral reaction of the employees in these institutions. Comparatively, 
the impact that this relationship has on scientific research work, and thus 
the success of students, organizations, and society, is considered. The main 
focus was placed on the employees in the higher education institutions 
because they are an essential resource within the higher education in the 
process of formulation and realization of the goals of the higher education 
institutions.
To this end, this paper is mainly divided into quantitative methodological 
studies, through which a clear picture can be obtained of how the 
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organizational culture and job satisfaction of higher education institutions 
can be considered as sustainable factors.
The purpose of this article is to explore organizational culture and job 
satisfaction as two phenomena, all, so that, to obtain an effective result. So 
that, better understand organizational life by discovering the complexity 
of daily activities and goals in the workplace within higher education 
institutions.
The research is expected to confirm the strong link between organizational 
culture and job satisfaction of employees of higher education institutions. It 
is also necessary to show their role in the context of sustainable development. 
Many believe that human resources are based on the recruitment of people, 
employment, teaching process and the eventual maintenance of basic data 
for all employees, but the range of use of these activities is much wider. 
Human resource management itself is a key, but also a critical component 
through which job satisfaction is managed and the impact that organizational 
culture has on employee motivation.
This is the basic hypothesis of labor, which was that if the organization is 
properly managed, employees will be more motivated to perform tasks. The 
need for employee motivation is a key segment of the organization. That is 
why, with successful management, employee satisfaction and success of the 
organization will be achieved.
Every modern higher education institution in the process of work 
management faces numerous challenges, which are often accompanied by 
many questions and dilemmas that seek fast and competitive solutions that 
will bring positive effects for the institution.
In this direction are demystifying the new directions and problems in 
several areas of organizational culture and job satisfaction, compared to 
higher education institutions. It also reveals the main problems, challenges 
and impacts faced by employees in higher education institutions today. 
However, some directions through which the education system should 
move are determined.

Keywords: organizational culture, job satisfaction, sustainability, higher 
education, institutions
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MODELS OF BOARDS’ INVOLVEMENT IN 
STRATEGIC DECISIONS: IMPORTANCE AND 

CLASSIFICATION

Abstract: The importance of boards involvement into strategic decisions 
has been emphasized by numerous authors into in the last several decades. 
The demands for increasing boards’ involvement into strategy and strategic 
decision making is a result of the external pressures and the internal need 
for more comprehensive approach toward the processes regarding strategy 
formulation and implementation. Board members are responsible for giving 
the directions for the organizations’ future development and evaluating 
the progress achieved during the implementation. Therefore, boards’ 
involvement into strategic decisions is crucial for organizations’ long-term 
success. Models for board involvement in strategic decisions are significant 
from two aspects: firstly, they provide a framework for the concept and 
explain the role of boards in strategic decision making; and secondly, create 
an opportunity for identifying potential obstacles for boards involvement 
into strategic decisions and explain which activities can be undertaken for 
neutralizing them. The aim of the paper is to identify the key elements of 
the models on boards’ involvement into strategic decision making and to 
classify them.  According to the literature review on the research regarding 
boards’ involvement in strategic decision-making and strategy, the models 
can be classified into three groups: basic/general models, behavioral models, 
and integrative models.  
The group of basic/general models includes frameworks developed within 
the first research efforts for defining and understanding the concept of 
boards’ involvement in strategic decision-making. The models included in 
this group were developed by Zahra and Pearce II (1990) and Judge and 
Zeithaml (1992). These models were developed at the beginning of the 



second period of research on boards’ involvement into strategic decision-
making. This research period has been characterized by significant number 
of studies that are trying to define the concept of boards’ involvement in 
strategic decision-making and to empirically test the impact on several 
factors on boards’ involvement into strategy. 
The main characteristic of behavioral models is that they proposed that 
boards’ involvement into strategic decision-making is impacted by different 
factors. Namely, according to these models the level of boards’ involvement 
in strategic decision-making is determined not only by boards’ structure and 
composition, and the pressures of the environment, but also by other factors 
which are related to boards’ dynamics. According to the overall analysis 
of the models of boards’ involvement into strategic decision making, this 
group includes the frameworks developed by: Forbes and Milicken (1999), 
Rindova (1999), McNulty and Pettigrew (1999), Pye and Camm (2003).
After the periods of intensive research on the determinants of boards’ 
involvement into strategy, and their effects related to organizational 
performance, and after the development of the behavioral models, some 
of the authors focus on developing conceptual frameworks that include 
the elements of the models from the two previously described groups. By 
applying a scientifically funded approach and detailed analysis of previous 
research in the field of boards’ involvement in strategic decision-making, 
Ghaya (2011) is trying to create a model that is going to include all elements 
addressed in the previous studies. It is important to note that this model is 
purely conceptual and is based only on a literature review. Furthermore, 
Drew and Kaye (2007) emphasize the need for applying a system of 
balanced strategic indicators in order to increase boards’ involvement into 
strategy and directors’ focus on the opportunities and risks expected in the 
future. This holistic framework gives a contribution into creating a common 
language and structures for decision-making at the highest level and is 
expected to lead to better performance.

Keywords: boards’ involvement, strategic decision making, strategy, 
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MANAGING VIRTUAL TEAMS

Abstract: A wealth of research is associated with virtual teams and 
collaboration technologies; however, no integrated model is available to 
guide decision-makers at large organisations in the strategic implementation 
and management of “virtuality.” Changing organizational structures, from 
traditional hierarchical towards lower and more flexible ones, have made 
leaders organize work in new ways. Teams account for one new way of 
organizing work and reaching organizational goals. Likewise, globalized 
markets have made leaders search for new solutions to meet the needs of 
customers. In consequence, organizations strive for competitive advantages 
through downsizing, subcontracting, joint ventures, strategic alliances, 
and other collaborative and network-based alternatives which are typically 
facilitated by virtual teams.  Many organizations are taking advantage of 
the opportunities to utilize new technologies to become more effective and 
efficient. One of the newer types of approaches to be used is the “virtual 
team.” These are teams that are comprised of members who do not work at 
the same place or even at the same time. They may be spread across many 
time zones and may be located all over the world. These types of teams 
are made possible by advances in computer-mediated communication and 
software that allows people to work collaboratively on projects without being 
co-located or even working at the same time. Obviously, managing teams 
of this sort presents many, and sometimes unique, challenges. Advances 
in communication and information technology create new opportunities 
for organizations to build and manage virtual teams. The virtual teams 
are made up of employees from different genders, experiences, religions 
and geographical locations. Virtual teams are part of organizations whose 
members work in different geographical locations, relying primarily or 
exclusively on the use of information and communication technology (ICT) 



to accomplish common goals. This article explores some of the challenges 
faced when managing virtual teams, in particular the role played by trust 
and identity in virtual teams. It outlines why teams and virtual teams have 
become a valuable part of the modern organization.
This chapter presents findings of research relating to managing “virtuality” 
that culminates in the development evaluation of management model 
that guides large organizations in implementing and managing teams. 
The findings demonstrate that there are benefits associated with virtual 
teamwork; however, a structured approach is essential to realise and 
maximize such benefits. In today’s competitive global economy, 
organizations capable of rapidly creating virtual teams of talented people 
can respond quickly to changing business environments. Capabilities of this 
type offer organizations a form of competitive advantage. By analyzing a 
number of scientific papers, this paper identifies trust building, effective 
communication, and performance management as the main focus points to 
ensure the effectiveness of virtual teams.
For the success of virtual teams, it is important to overcome cultural 
differences, communication barriers, power struggles and conflicts in order 
to build trust, cooperation and commitment between individuals. Although 
it sounds difficult, it can be achieved through effective leadership. With the 
right strategies, processes and tools, companies can benefit greatly from this 
new age trend of virtual teams.
This paper tries to explain the role of vital elements such as trust, information 
sharing and communication, in building virtual teams as well as establishing 
an effective relationship between members.

Keywords: virtual teams, collaboration, effectiveness and efficiency

138

Contemporary challenges of economic growth and sustainability of businesses






