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ABSTRACT

The administrative reforms are very important policy steps in the overall public administration reforms today. One of the main goals of the reforms is to gradually eliminate and simplify many processes and procedures that are obstacle for effective and efficient doing business in terms of cost, number of regulations and time for opening, performing and closing business. The administrative burden and scope of regulations for doing business in Macedonia was drastically reduced by administrative reforms that were implemented from 2005 until today. 

The principal research objective of the paper is to:

· 
research and discuss the main areas of admininistrative reform intervention of primary 
interest to the business community in Macedonia

· 
make comparative analysis of the administrative reform in Macedonia with the same 
administrative reforms in Western and Eastern European countries.

The scope of the research in this paper is covering explanation of the abovementioned objective and will depend on the knowledge and available data that exists in the literature and practice about business-oriented administrative reforms in Macedonia and in the Eastern and Western European countries.

For the purpose of writing the paper, we employed a combination of different methodology aspects that are based on:

· 
content analysis of various governmental documents and research papers that are dealing 
with business-oriented administrative reforms in Macedonia and European countries;

· 
using administrative databases and numerical data for the purpose of explaining the 
research issues; and

· 
deduction approach will be applied through the content analysis.

The research on Macedonia and comparative analysis reveal the following main results and conclusions:

· 
from 2005 until today, the implementation of administrative reform is very successful in 
Macedonia. The results of the reform are very obvious in the last Doing Business Report 
from 2011 where Macedonia is ranked 38th among 188 countries in the world for doing 
business;

· 
the comparative analysis reveals that in the last 5 years the primary concern of many 
European countries were simplifying and eliminating many procedures and law 
provisions that impaired the business activities;

· 
there are still many challenges for the business-oriented administrative reform in 
Macedonia and Europe. In the future, most of them will be oriented towards 
improving the business climate in present times of economic crises and increased 
unemployment in European countries. 

1. INTRODUCTION
All countries in the world, small or big, poor or rich are interested in attracting and cumulating foreign investments because they bring numerous advantages in economic, political and social sense. In order to attract foreign investments each country tries to offer something specific, different, something that other countries do not have and will secure safety of the invested capital in legal, economic and political sense.
Without healthy business environment that is suitable for undertaking numerous business activities that will accelerate the economic development of the country, without business environment that will accelerate domestic and foreign investment and without creating competition in the conditions for domestic and foreign investing, there can not be expected any successful results in the field of attracting and accumulating foreign investments.

The attraction of foreign capital particularly is very important for the transitional countries, where the countries belong from Central and Eastern Europe as well as the countries from Central Asia because the research shows that in those transitional countries where the scope of foreign investment is great especially in direct foreign investments those countries achieve higher level and better results in implementing the required reforms and elimination of the problems of the national economy. As a contrast, those transitional countries that are characterized with lower scope of direct foreign investments are last or well behind the countries that characterize with great number or scope of direct foreign investments.

From the reasons above, in the Republic of Macedonia was widely accepted the strategy of reforms as a pre-condition in attracting foreign capital or direct foreign investments. As a part of implementing the reforms, in the Republic of Macedonia were undertaken a numerous activities, numerous laws were adopted and were made numerous changes in administrative procedures directed towards their simplification, starting from the business registration procedure, tax release and filling taxes, the procedure that pertains to imports and customs of goods and services etc., with the purpose of attracting greater scope of foreign capital especially direct foreign investments.

As was mentioned, the administrative reforms are very important policy steps in the overall public administration reforms today. One of the main goals of the reforms is to gradually eliminate and simplify many processes and procedures that are obstacle for effective and efficient doing business in terms of cost, number of regulations and time for opening, performing and closing business. The administrative burden and scope of regulations for doing business in Macedonia was drastically reduced by administrative reforms that were implemented from 2005 until today. 

Therefore, the principal research objectives of the paper are to:

· 
research and discuss the main areas of admininistrative reform intervention of primary 
interest to the business community in Macedonia;
· 
make comparative analysis of the administrative reform in Macedonia with the same 
administrative reforms in Western and Eastern European countries.

The scope of the research in this paper is covering explanation of the abovementioned objective and will depend on the knowledge and available data that exists in the literature and practice about business-oriented administrative reforms in Macedonia and in the Eastern and Western European countries. What follows in the following sections of the paper is explaining business-oriented administrative reforms in Macedonia with some of the European countries that are very similar in the level of economic, political and social development with Republic of Macedonia.

2. RESEARCH QUESTIONS AND METHODOLOGY

Along with the main objectives of the paper, we will try to answer the following research questions:

· 
What types of business-oriented reforms are implemented in the Republic of Macedonia? 
What is their scope? What are the reasons? What are the administrative results?
· 
Where Republic of Macedonia is placed worldwide? What are the country’s results when 
compared with its neighboring countries and some countries from the rest of the Europe 
that are still under category “developing” or “transitional” countries?

In order to answer the abovementioned research questions, we employed a combination of different methodology aspects that are based on:

· 
content analysis of various governmental documents and research papers that are dealing 
with business-oriented administrative reforms in Macedonia and European countries;

· 
using administrative databases and numerical data for the purpose of explaining the 
research issues;

· 
deduction approach will be applied through the content analysis.

3. MEASURES THAT REPUBLIC OF MACEDONIA UNDERTOOK IN ORDER TO IMPROVE THE BUSINESS CLIMATE OF THE COUNTRY
Many transitional countries have noticed that adoption of non-transparent policies and complicated administrative burden that increase the overall costs of investors, both domestic and international, are the main destructive reasons in starting business. Therefore, almost all transitional countries in the race for attracting different type of investments, started adopting and implementing policies that would support or would enable better business climate for the investors. Their policies consist of many measures, such as: (Merthens, 2003)
· 
creating assuming and transparent legislation;

· 
strongly fighting against corruption, bribe and “gray” economy;

· 
improving the judicial system;

· 
improving the tax administration;

· 
protecting the intellectual rights of people and properties;

· 
access to information about business subjects.

The great number of regulations and legislative procedures that greatly increased during the years have contributed for permanent increase of the regulatory and administrative burden in registering and doing business. The “inflation” of regulations increases the level of administrative barriers for leading business and imposes high transactional costs for individuals and enterprises and that results in decreasing their overall competitive position and power. Also, many formalities in the legal provisions become incompatible with the principles of the market economy. As a result, the Government of the Republic of Macedonia with the purpose of implementing a policy that will be friendly directed towards the businesses and citizens adopted a Decision for introducing a measure of so-called “Regulatory Guillotine” and from 28th of November, 2006 started the so-called regulatory reform as a new type of institutional mechanism for re-examining of the administrative solutions with the purpose of their simplification and reduction. (http://www.vicepremier.gov.mk)
According Article 3 of the Governmental Decision (GD No 19-5977/1 from 28.11.2006) for introducing Regulatory Guillotine, the overall procedure of the so-called regulatory guillotine is implemented by:
· 
Coordinative committee for implementing the project “Regulatory Guillotine” of 
administrative regulations;

· 
The Sector of Economic System, current and developmental policies within the General 
Secretariat of the Government of Republic of Macedonia;

· 
The Commission of Regulatory reforms; and

· 
Working groups of various Ministries and in other state organs and institutions.

In Figure 1 below is presented the institutional structure of the implementation of Regulatory Reform in the Republic of Macedonia (see Figure 1 below).

Institutional support of the Regulatory Reform is provided at three levels:

· political level, represented by the Coordinating Committee of implementation of the project regulatory guillotine, coordinated by Deputy Prime Minister of the Republic of Macedonia in charge of economic issues;

· higher administrative level, which consists from the commission of regulatory reform, team of experts from law and economy and business sector, NGO, other stakeholders;
· operational level, which consists of working groups in various ministries and Legislative Secretariat.

Figure 1. Institutional network in implementing the Regulatory Reform in Republic of Macedonia
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Source: The Government of the Republic of Macedonia (See www.vlada.mk)
The assumed and transparent law regulation is very important factor for starting and making business. The Government of Republic of Macedonia and business community signed a memorandum of cooperation for implementing the project “Regulatory Guillotine” in March, 2007. By signing this memorandum they agreed for permanent and constructive cooperation for defining a transparent regulation that will simplify the administrative procedures in making business. We must point out that in the Republic of Macedonia in the last 6-7 years (from 2005 until now) are undertaken numerous reforms for improving the business climate and attracting domestic or foreign investments in the country. Most of them are (State Statistical Office):

· 
most laws and administrative provisions were abolished;
· 
the overall costs of the Central Registrar of the Republic of Macedonia were decreased by 
50% (for example, for registering small business enterprise the cost fall from 3900 to 
1952 denars);

· 
one-stop-shop system was implemented and that enabled enterprise registration in just 
about 3 days with simplified registration;
· 
an electronic trade registrar was introduced;

· 
the prices of services of the State Cadastre and the Center for Intellectual Property were 
decreased by 50%;

·   
A numerous procedures and taxes of the customs administration were eliminated or 
drastically decreased;

· 
the rule “silence of administration is approving” was introduced;

· 
a profit tax rate fall from 12 to 10%.

Until 2005, in the Republic of Macedonia a double-system of registration existed for the enterprises. In other words, in the registration procedure were involved judicial authorities and from other side was involved the Central Registrar. Each of these organs, separately, within the borders of their legal jurisdiction, performed activities that are connected with business registration. This procedure showed as very expensive, slow and very complicated. The overall procedure lasted between 30 to 45 days and the overall costs very up to 100 Euros.

By adopting the Law on one-stop-shop system in 2005, the overall administrative procedure for business registration has been simplified; the courts were not involved anymore in the procedure and the overall registration process was under sole responsibility of administrative organs in the country. By that, was enabled registration of the business to be carried out by visiting just one office, getting the entire needed information just on one place. 

The introduction of one-stop-shop system offered less costs for business organizations (cheaper registration by 20 to 60 Euros depending of the type of enterprise that is registering at the moment, much less time for registration by visiting just one place or office (the registration usually is finished in 3 days with a possibility of e-registration), for the banking system (very simple and fast overview about the overall capital of business organizations and their credibility), for the state administration (data centralization of all business organizations that contributes for the effective management with the data, simplified performance of the authoritative functions of the state, greater transparency and savings of budget funds). Finally, there are many advantages for foreign businesses (such as getting a complete information by using different distributive channels for the work of the companies in which the foreign companies can invest capital, eliminating the administrative barriers of entering and operating on Macedonian ground and a possibility for data check of the potential partners by their legal registrars- A European Business Registrar (Toseva, 2007).
A one-stop-shop system operates over the Central Registrar and through total of 32 e-integrative offices in the Republic of Macedonia. The Central Registrar enables simple access to any type of information about businesses. The current Law on one-stop-shop is based on several principles, such as: the principle of efficiency, effectiveness, productivity, independency, knowledge and equal treatment to access of any type of information. The successful implementation of the Law will enable the Republic of Macedonia to become a full member of the European Administrative Space (The Central Registrar of the Republic of Macedonia).       

We must mention here the USAID project of business environment directed towards improving the business climate by improving the legislation with a purpose of creating greater ambient for doing business. The main partners of USAID in this project were the Government of the Republic of Macedonia, national institutions and regulatory bodies.

The involvement of numerous institutions, administrative procedures, documentation and costs makes the overall import-export procedure somewhat complicated, slow and expensive. In order for the country to attract more foreign direct investments, as well as to be involved in international trade agreements, it is very necessary to be undertaken serious reforms in the systems of customs. That problem is put under question by business people for a longer time (Regulatory Guillotine of the R.M.).
During September 2004, the Working Group for international trade procedures of UNECE adopted the Recommendation no.33 that recommends the governments and business trade institutions recommends to introduce one-stop-shop system (a so-called single window) for imports and exports. Its supplementary part is the Directions of enacting one-stop-shop system. The main content of concept is the following definition: “One-stop-shop system enables the all involved parts in trade and transport that all standardized information and documents to submit on one single place and by that to fulfill all the import-export requirements or transit according the positive legal provisions. If the information is in electronic form they must be submitted once” (Toseva, 2007). 

In a few words, improving the business climate has enormous impact and meaning in encouraging domestic and foreign investors to invest in Macedonian business and local or national economy. For example, only for 2 years since the project Regulatory Guillotine (2006 to 2008) was initiated the number of new companies increased for about 9600 (Central Trade Registry of the Republic of Macedonia)
4. REPUBLIC OF MACEDONIA AND POST-TRANSITIONAL EUROPEAN COUNTRIES: THE RESULTS OF IMPLEMENTED ADMINISTRATIVE REFORMS

Doing Business sheds light on how easy or difficult it is for a local entrepreneur to open and run a small to medium-size business when complying with relevant regulations. It measures and tracks changes in regulations affecting 10 areas in the life cycle of a business: starting a business, dealing with construction permits, getting electricity, registering property, getting credit, protecting investors, paying taxes, trading across borders, enforcing contracts and resolving insolvency.
In a series of annual reports Doing Business presents quantitative indicators on business regulations and the protection of property rights that can be compared across 183 economies, from Afghanistan to Zimbabwe, over time. The data set covers 46 economies in Sub-Saharan Africa, 32 in Latin America and the Caribbean, 24 in East Asia and the Pacific, 24 in Eastern Europe and Central Asia, 18 in the Middle East and North Africa and 8 in South Asia, as well as 31 OECD high-income economies. The indicators are used to analyze economic outcomes and identify what reforms have worked, where and why (Access to Doing Business Reports).
As we mentioned in the paper when explaining the main objectives of the paper in this section we will concentrate on business performances of Macedonia in all 10 areas of doing business when compared to other neighbor or Eastern-Central post-transitional and post-communist European countries. The main source of getting and analyzing the data will be the World Bank Doing Business reports in the last five years 2007-2012.
4.1 Doing Business Report 2012: Summary of data for 2007-12 period
According the most recent Doing Business repot from 2012, Macedonia is placed well above many post-transitional countries such as Czech Republic, Slovak Republic, Hungary, Montenegro, Croatia and the average rank of all Eastern European countries. Overall, Macedonia is placed on 22nd place out of 183 national economies in the report (See Figure 1 below). 
Figure 1 How Macedonia and comparator economies rank on the ease of doing business
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Source: Doing Business database 
On the figure 2 below the ranking of Macedonia is more widely depictured (See Figure 2 below)

Figure 2 How Macedonia and comparator economies rank on the ease of doing business
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Source: Doing Business database 

It is much better when the country ranks are depictured in all ten areas that are subject of analysis and measurement by Doing Business reports (See Figure 3 below).

Republic of Macedonia into tree areas (starting a business, protecting investors and paying taxes) is placed well above the other previously mentioned countries (Bulgaria, Croatia, Czech Republic, Hungary, Montenegro, Slovak Republic). 

Republic of Macedonia stands at 6-th position on the ease of starting a business.  Business start-up was simplified by integrating procedures at one-stop shop systems. Administrative procedures was reduced from 13 in 2006 to  3 procedures today and the days for registration of the new company fell from 48 in 2006  to 3 days today .

Republic of Macedonia, stands at 17th in the ranking of 183 economies on the strength of investor protection index. Investor protections were increased by regulating the approval of transaction between interested parties, increasing disclosure requirements in annual reports and making easier to sue directors in cases of prejudicial transaction between interested parties.

Republic of Macedonia, stands at 26th position on the ease of paying taxes. On average, company in the Republic of Macedonia make 28 tax payments a year compare with the 43 payment in 2006, spend 119 hours a year filing, preparing and paying taxes compare with the 192  in 2006 and pay total taxes amounting to 9.7% of profit in compare with 21,6 % in 2006.
	


Figure 3 How Macedonia ranks on Doing Business topics
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Source: Doing Business database.
Figure 4 below depictures a dynamic model of all ten areas of measurement by Doing Business. If we see all ten areas of administrative reform by using 2005 as a base year, we can consider that in all ten areas of measurement Macedonia made progress. In some areas that progress is little but in some is considerable comparing to other Central-Eastern European countries (See Figure 4 below).
Figure 4 How far has Macedonia come in the areas measured by Doing Business? 

Distance to frontier, 2005 and 2011
[image: image5.emf]
Source: Doing Business database.
5. CONLUSIONS AND FUTURE RECOMMENDATIONS

The Doing Business methodology has limitations. Other areas important to business—such as an economy’s proximity to large markets, the quality of its infrastructure services (other than those related to trading across borders and getting electricity), the security of property from theft and looting, the transparency of government procurement, macroeconomic conditions or the underlying strength of institutions—are not directly studied by Doing Business. The indicators refer to a specific type of business, generally a local limited liability company operating in the largest business city. Because standard assumptions are used in the data collection, comparisons and benchmarks are valid across economies. The data not only highlight the extent of obstacles to doing business; they also help identify the source of those obstacles, supporting policy makers in designing regulatory reform (Access to Doing Business Reports, 2012). 

Doing Business 2012 uses a simple method to calculate which economies improved the most in the ease of doing business. First, it selects the economies that in 2010/11 implemented regulatory reforms making it easier to do business in 3 or more of the 10 topics included in this year’s ease of doing business ranking. Thirty economies meet this criterion: Armenia, Burkina Faso, Burundi, Cape Verde, the Central African Republic, Chile, Colombia, the Democratic Republic of Congo, Côte d'Ivoire, The Gambia, Georgia, Korea, Latvia, Liberia, Macedonia, Mexico, Moldova, Montenegro, Morocco, Nicaragua, Oman, Peru, Russia, São Tomé and Príncipe, Senegal, Sierra Leone, Slovenia, the Solomon Islands, South Africa and Ukraine. Second, Doing Business ranks these economies on the increase in their ranking on the ease of doing business from the previous year using comparable rankings. Selecting the economies that implemented regulatory reforms in at least 3 topics and improved the most in the aggregate ranking is intended to highlight economies with ongoing, broad-based reform programs (Doing Business- Abstract of papers, 2012), (How Economies Rank from 1-183). 
Macedonia made it easier to start a business by further improving its one-stop shop. Macedonia lowered tax costs for businesses by requiring that corporate income tax be paid only on distributed profits. Macedonia increased the transparency of bankruptcy proceedings through amendments to its company and bankruptcy laws. The government continued to systematically equip courts with electronic case management systems, and the commercial court in Skopje became operational, speeding contract enforcement in commercial matters. The time required to import and export fell, thanks to rationalization of the customs fee schedule, permit structure, improved risk based inspections, simplification of a customs procedure, and abolishment of required documents. The corporate tax rate was lowered to 12% (with further reduction to 10% planned for 2008) and introduced a new e-tax service. Investor protections were increased by regulating the approval of transactions between interested parties, increasing disclosure requirements in annual reports, and making it easier to sue directors in cases of prejudicial transactions between interested parties. A new law on personal data protection allows borrowers to check their information at the credit registry, improving its quality and accuracy. The public credit bureau increased its coverage by introducing a better database that includes more information and by lowering the minimum loan threshold. The country improved its credit information system by establishing a private credit bureau. A new cadastre law and a staff increase at the cadastre office helped to reduce the time needed to register property. Property registration was eased with the introduction of new time limits at the real estate cadastre – reducing the average time to register a title deed by eight days -and a non- encumbrance certificate can now be obtained from the real estate registry instead of through court. Macedonia made registering property easier by reducing notary fees and enforcing time limits. The time to obtain a construction license was decreased through administrative reform of the Real Estate Registry. The construction permit process has been reformed by shortening waiting time but raising fees. The dealing with construction permits was made easier by transferring oversight process to the private sector and streamlining procedures. Macedonia eliminated the paid-in minimum capital requirement and is working on-line registration system for business start-up. The country made it easier to start a business by further improving its one-stop shop (Short Summaries of Doing Business, 2012). 
Generally, we must be satisfied with the results from Doing Business reports. Macedonia consistently, from 2005 and by today considerably improved the conditions of doing business. The worldwide 22nd place is not a place someone to ignore. The administrative reforms in the country gave their results by furthering the reforms in all key areas of business development. The recommendation for the Government of the Republic of Macedonia is to continue with the business-oriented administrative reforms in the country. The result is a business success of the national economy by fostering local, regional and national business development and improving the business conditions at all governmental levels. 
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