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Executive resume  

In 2019, the construction industry participated with 5.4% in GDP, 100 
million euros in the state budget based on taxes, 6.9% of the number of active 
business entities, and about 7% of the total number of employees (about 
54.000). The most significant percentage (90%) belongs to micro and small 
enterprises that employ 63% of employees. This study aims to examine the 
impact of COVID-19 and the measures taken on construction companies' 
operations and to give recommendations for the fast overcoming of the 
consequences. 

Although during the COVID-19 pandemic, the construction in North 
Macedonia had no ban on doing business, the outbreak of the virus, as well as 
measures taken for the protection of public health and the restriction of 
movement, had a high impact on the sector. The key challenges relate to the 
productivity and organization of ongoing projects (delays in construction due to 
limited working hours, difficult delivery of materials, absent workers, etc.), as 
well as the liquidity due to problematic payments by both public and state 
institutions, and by other legal and physical entities. Nearly 80% of companies 
complain about difficulties in organizing the work and about reduced 
productivity, and more than half already have liquidity problems. 

Over 90% of companies in the construction sector have reported canceled 
or delayed orders and contracts as a result of COVID-19. Also, due to the 
reduced work intensity of the administration, there is a reduced dynamic in 
terms of calls for public procurement for capital investments and difficulties in 
obtaining documents. There is a decrease in interest in private entities, due to 
which there is a decrease in the sale of apartments, renovation activities, and 
sales of construction materials. 

According to estimates, in the first quarter of 2020, compared to last 
year, the construction companies recorded a 30% decrease in revenue. Although 
most did not lay off employees or cut wages by April, they believe that the total 
number of employees in 2020 will be reduced by an average of 12% (about 
6.000 at the sector level). If the crisis ends in June, it will take the sector about 
four months to return to normal operations, and if it lasts until the end of the 
year, it will take about eight months. However, only half of the companies 
(48.1%) plan to apply for any of the government measures (interest-free credit 
lines, salary subsidies, etc.). The rest either do not meet the conditions or 
consider them too strict and binding. 

Given that the construction industry is a vital sector on which 22 other 
industries depend and has the potential to be a driving force in the recovery of 
the economy, in the short term, the government is proposing to subsidize wages 
and social security contributions and additional tax breaks for the most affected 
companies. Also, it is necessary to intensify the dynamics of the realization of 
capital investments, both from the government budget and the local self-
government, including donor assistance.  It is also necessary to encourage 
private consumption through subsidized loans for housing, business space, and 
citizens' support to undertake smaller construction works (renovation). 
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Introduction  

 

On March 11, 2020, the World Health Organization declared the COVID-19 
pandemic, marking the beginning of a health crisis of unprecedented proportions 
and an economic and social crisis whose specific consequences are currently 
difficult to predict with certainty. As part of the global challenge to adapt to new 
working and living conditions, the construction industry worldwide faces a range 
of disruptions and difficulties in functioning normally. Given the very nature of 
construction activities - mostly physical work performed in parallel by a large 
number of workers, deadlines set by formal agreements, outdoor work, inability 
to work from home for most workers, etc., the key issues that stand out are: 

- reducing investor liquidity leading to delays in payments, delays and 
cancellations of orders 

- delays in the construction works that may entail the activation of penal 
provisions and penalties 

- shortage or higher prices of raw materials due to disruptions in the global 
supply chains 

- declining real estate demands 

- redirection of funds intended for capital investments in public budgets 

- difficulties in obtaining the necessary documents from the public services 

- problems with the organization of work on construction sites caused by 
restriction of movement, absent workers, additional measures for health 
and safety at work (maintaining distance, hygienic conditions, etc.) 

- additional costs for companies to comply with the necessary measures for 
health and safety at work, as well as problems related to the supply of the 
required protective equipment in case of general market shortage, which 
entails a risk of inspection fines and temporary closure. 

Construction in North Macedonia is not an exception to global trends and has 
faced similar challenges since the beginning of the crisis. Given that construction 
activities depend heavily on weather conditions and the construction season is in 
full swing from March 15 to December 1, the beginning of the pandemic that 
corresponds to the start of the season poses a severe threat to the entire 
construction industry. 

This analysis aims to assess the impact of the pandemic on the construction 
sector in North Macedonia, in terms of the measures imposed to protect against 
the spread of the virus and the measures taken to support construction and the 
economy in general at the state level. It takes into account two scenarios 
regarding the health crisis's duration - optimistic, if the crisis ends in June 2020 

5 
 



and pessimistic, if the pandemic extends until the end of the year. Based on the 
findings and conclusions, the study will propose a set of measures to deal with 
the crisis and support the construction industry in the short and long term. 

 

1. Methodology 

The methodology for conducting the research and analysis consists of 
quantitative and qualitative data collection techniques and appropriate 
processing and analysis techniques. 

First, the study made an overview of publicly available primary and 
secondary data: statements to government officials and social partners, media 
articles, conclusions from government sessions, published statistical data by 
state institutions, public policy documents, and analysis prepared by professional 
associations, international organizations and prominent consulting companies. 

It compiled a comprehensive electronic questionnaire for the construction 
industry companies to collect quantitative data on the consequences they felt 
from the pandemic (the results of the survey are available in Annex 1). 54 
construction companies of all sizes, regions, and activities responded to the 
questionnaire. The data obtained through the questionnaire were analyzed using 
descriptive statistics, such as frequencies and cross-tabulations in the specialized 
software (ESPAI).  

 

Also, the study included 10 in-depth semi-structured interviews to gather 
qualitative data on the companies' experiences regarding the imposed protection 
measures and the offered measures for mitigation of the government's economic 
consequences. To ensure that the research has representativeness, the 
interviews included representatives of companies of different sizes, from all 
regions and sub-sectors/activities of the construction industry (list of interviewed 
companies and summary of data are available in Annex 2). The data obtained 
are analyzed using the 20011 Attride-Stirling thematic network analysis 
technique.  

 

1 Attride-Stirling, J. Thematic networks: an analytic tool for qualitative research. London. SAGE.  1 
(3). 2001. pp.385-405 
https://utsc.utoronto.ca/~kmacd/IDSC10/Readings/Readings/text%20analysis/themes.pdf 
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2.   International experiences related to COVID-19  

Although construction sites in most European countries remain mostly 
open (except for works for the renovation of premises where residents are 
present), construction companies as part of national and global networks of 
economic connectivity and interdependence have felt the effects of the 
pandemic. In some countries, during the peak of the pandemic, all construction 
sites were temporarily closed for several weeks, except for those of immediate 
public interest. Also, all countries, without exception, are required to take 
precautions to prevent the spread of the virus, making it difficult for the 
organization to operate. As part of the discussion, several countries are 
proposing legal changes to declare the COVID-19 pandemic a "force majeure," 
which would ease construction companies' pressure to meet deadlines or 
otherwise succumb to penalties. 

While most countries in the world have taken various measures to support 
the domestic economy and the most affected sectors, there are few countries 
where specific measures are envisaged for the construction industry. Among the 
countries where the construction industry is explicitly included in some of the 
measures are: 

United Kingdom: It prepared and published a list of essential construction 
works, which must continue to occur in all conditions, and for other construction 
sites where appropriate protection conditions cannot be provided, temporary 
closure is recommended. Companies that produce and sell building materials are 
on the list of essential businesses. The payments of part of the construction 
companies' taxes for April and May have been postponed, public entities who 
appear as investors have been freed from presenting guarantee deposits for 
construction works, grants of 25.000 pounds for SMEs have been introduced to 
ensure business continuity that includes construction companies. Also, the 
renewal of individual work permits for verifying working skills is postponed until 
the end of the crisis.2 

Belgium: During the first week of April, 44% of construction sites were closed. 
The closure of construction sites as a result of COVID-19 is considered a "force 
majeure." Workers are entitled to a temporary unemployment benefit of 70% of 
the daily wage, but not more than 2.755 euros per month.3 

Spain: Companies that perform construction works financed by public 
procurement have the right to request a delay from the institution, i.e., more 
extended deadlines for work performance. Also, the payment of taxes is 
expected to be delayed.4 

2 Dentons. COVID-19 (coronavirus): summary of key legislation and guidance affecting the UK 
construction industry. 17.04.2020. https://www.jdsupra.com/legalnews/covid-19-coronavirus-
summary-of-key-
10189/?fbclid=IwAR01ZMsq0SKkREvwwqo3SJRGqq9fvIshoVRMgjeYJRt9AgSU4LH9ByBx9og 
3 FIEC - European Construction Industry Federation. Covid-19 – Construction observatory. 
20.04.2020.  P.9. http://www.fiec.eu/en/cust/documentview.aspx?UID=98ed21ab-37f7-46a1-
8cbc-ae0393722854 
4 Ibid. P.19 
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China: Although support measures in the PR of China vary depending on the 
province and local government, in some places local support is provided at 64 
euros per month per construction site worker.5 

In some European countries, construction companies have the right to use 
general measures to support the economy, such as: 

Latvia: Companies that show low incomes due to COVID-19 have the right to 
have the government cover 75% of their gross salary per worker, but not more 
than 700 euros. There are also delays in the deadline for tax collection and 
submission of annual reports/final accounts6. 

Greece: Companies closed by government decisions have no obligation to pay 
wages because the pandemic is considered a force majeure. If the companies 
meet the conditions, they are entitled to a monthly allowance of 800 euros per 
employee. Companies that are not closed but are affected by the measures must 
pay salaries but also have the right to fire employees or send them on forced 
leave for up to 45 days. The fired workers are entitled to social unemployment 
benefits of 800 euros7. 

Croatia: Legislative changes introduced to allow local authorities to abolish 
utility fees for the use of office space and construction land. Also, the 
government plans a three-month deferral of payment of taxes to the state 
(excluding customs and excise duties) and a monthly allowance of 530 euros per 
employee8. 

 

 

 

 

 

 

 

 

 

5 СМЅ China. https://cms.law/en/int/expert-guides/cms-expert-guide-to-covid-19-impact-on-
construction-industry/china 
6 Ibid. P.37 
7 RSM Greece. Covid-19: Additional supporting measures for Greek business and employees due to 
Covid-19. 20.03.2020. https://www.rsm.global/greece/news/covid-19-additional-supporting-
measures-greek-business-and-employees-due-covid-19 
8 CMS Croatia. 14.03.2020. https://cms.law/en/int/expert-guides/cms-expert-guide-to-covid-19-
impact-on-construction-industry/croatia 

8 
 

                                                           

https://cms.law/en/int/expert-guides/cms-expert-guide-to-covid-19-impact-on-construction-industry/china
https://cms.law/en/int/expert-guides/cms-expert-guide-to-covid-19-impact-on-construction-industry/china
https://www.rsm.global/greece/news/covid-19-additional-supporting-measures-greek-business-and-employees-due-covid-19
https://www.rsm.global/greece/news/covid-19-additional-supporting-measures-greek-business-and-employees-due-covid-19
https://cms.law/en/int/expert-guides/cms-expert-guide-to-covid-19-impact-on-construction-industry/croatia
https://cms.law/en/int/expert-guides/cms-expert-guide-to-covid-19-impact-on-construction-industry/croatia


3.   Activities of the Government of North Macedonia 
related to the construction industry sector 

3.1. Chronology of measures for protection against the spread of 
the virus affecting the construction industry 
 

The Government of North Macedonia took the first concrete measures to 
prevent the spread of COVID-19 on March 10, 2020 in the form of closing 
educational institutions that withdrew an obligation to release some parents – 
one of each family - from work obligations. A state of emergency was declared in 
Debar and Centar Zupa and a general state of emergency declared by the 
President on March 18, which was extended for an additional 30 days on April 16 
and then for another 14 days, until May 30. In a state of emergency and a 
dissolved Assembly situation, the Government adopts decrees with legal force. 

Among the first introduced measures was the ban on movement from 
March 21 onwards, which, depending on the development of the pandemic in 
North Macedonia, covered different time intervals - from 21:00 to 05:00 until 
April 8, from 16:00 to 05:00 until April 23 and further from 19:00 to 05:00. 
From April 9 to 26, a complete ban on movement on weekends was introduced. 
In parallel with the restrictions on movement, the use of public transportation 
was also reduced. On March 16, the border crossings and the airport were 
closed, except for strictly defined categories of passengers, for transit and 
freight vehicles. An obligation was introduced for the carriers to provide special 
permits. 

Besides that, additional occupational safety measures are being 
introduced that demand the maintenance of distance between workers, 
recommendations for manual work, wearing personal protective equipment – 
disposable masks and gloves, providing higher hygiene standards (access to 
water, soap, waste management, disinfectants, etc.) 
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3.2. Measures for the support of the construction sector and the 
economy in general 
 

 So far, the government of North Macedonia has not taken concrete 
measures for economic support of the construction industry. Still, the 
construction companies that meet the conditions have the right to use some of 
the general measures to mitigate the pandemic's economic consequences, such 
as: 

- interest-free credit lines to improve liquidity 
- subsidizing salaries for April and May from a total of 14.500 denars per 

month per employee 
- subsidizing social security contributions for April, May and June 
- exemption from payment of profit tax advance payment for a period of 3 

months 
- facilitation in the settlement of overdue liabilities on the basis of credit 

to banks and financial companies 
- deferral of VAT payment until May 31, 2020 (instead of April 25) 

 

4.   Statistics for the country's construction industry 
sector 

Construction is a vital sector for the Macedonian economy, especially since 
22 other industries depend on it. In the last 5 years, the construction industry 
has decreased compared to the percentage share in GDP from 7.15% in 2015 to 
5.4% in 2019. Its contribution based on taxes in the state budget (VAT and 
profit tax) in 2019 was over 6 billion denars (100 million euros).  At the same 
time, its share in employment is between 6.4% and 7.8% of the total number of 
employees. The fluctuations are due to the seasonal character and the 
dependence on the weather conditions, but also on other factors such as the 
demand, the planned capital investments in the public budgets, etc. The 
construction industry employed a total of 31.640 workers (civil engineering and 
high-rise construction) in the last quarter of 2019, and 19.952 workers in 
specialized construction activities, i.e., a total of 51.592. However, we must 
keep in mind that during the construction season, the number of employees 
increases and according to statistics from previous quarters and years it reaches 
between 57.000 and 58.000 employees9. 

The average net salary paid in 2019 was 23.393 denars, which is an 
increase of 21.2% compared to 2015 when it was 19.300 denars. Specifically, in 
2019, 69% of construction employees received a salary of up to 20.000 denars, 
17.1% from 20.001 to 40.000 denars, and 4.6% over 40.000 denars10. 

9 State Statistical Office, MAKSTAT 
database,http://makstat.stat.gov.mk/PXWeb/pxweb/mk/MakStat/MakStat__PazarNaTrud__Aktivn
osNaNaselenie/560_PazTrud_MK_26_oddeli_mk.px/table/tableViewLayout2/?rxid=46ee0f64-2992-
4b45-a2d9-cb4e5f7ec5ef 
10 State Statistical Office, MAKSTAT 
database,http://makstat.stat.gov.mk/PXWeb/pxweb/mk/MakStat/MakStat__PazarNaTrud__Plati__
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Source: SSO 
 

Construction companies in 2015 accounted for 6.3% of the total number 
of active business entities, and their share increased to 6.9% in 2019, or 5270. 
The number of construction companies in the last 5 years has grown by 18.9%, 
and the number of small enterprises by 21.4%. The number of medium and 
large companies remains relatively unchanged. The largest percentage belongs 
to small enterprises with up to 49 employees who participate with a total of 90% 
in the number of active business entities and directly employ 63% of workers or 
20.487 people. 

 
            Source: SSO 
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Source: SSO 
 

In the period 2015-2018, the construction companies achieved a stable 
level of turnover between 81 and 89 billion denars, or 1.3 to 1.5 billion euros. 
Profitability increased from 16.8% in 2015 to 18.8% in 2018. 

 
Source: SSO 
 

 
Historically, the construction in North Macedonia has been on the rise 

since the 1963 earthquake in Skopje when there was a need to rebuild 
destroyed buildings and the road network. During that period, the Macedonian 
construction companies also worked intensively on foreign markets, primarily in 
the former Soviet republics, Iraq, Libya, etc.11. A second boom for the 
Macedonian construction occurred during the global financial and European 
economic and debt crisis. When capital investment as drivers of the economy, 
North Macedonia overcame the crisis with lesser consequences than most 
European countries. Specifically, during the crisis, the Macedonian economy 
recorded negative GDP growth only in 2009 and 2012, 0.4% and 0.5%, 
respectively, which is a small recession compared to most European countries12. 

11 Nikola Uzunov. Economy of the Republic of Macedonia 1945–1990. MANU. Skopje. 2001. p. 333-
340 
12 Eurostat. Real GDP Growth Rates 2008-2013. 
https://ec.europa.eu/eurostat/databrowser/view/tec00115/default/table?lang=en 
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The fact that construction in a small country like North Macedonia, in 
many respects, is isolated from external influences, except for the procurement 
of repro materials, also contributes to that. Namely, the drivers of the 
construction industry are the capital investments from the state budget, 
especially in civil engineering, and domestic private investors when it comes to 
high-rise construction. However, in recent years, there has been a gradual 
decrease in the number of issued building permits, which in 2017 amounted to 
3390, and in 2019 to 2946. 

 
     Source: SSO 

 
 

The Macedonian construction companies have achieved a high level of 
personnel and technical expertise through long experience in designing and 
construction of civil engineering structures (roads, bridges, tunnels, etc.), civil 
engineering (residential, industrial and public buildings) and specialized projects 
in hydro construction (dams, treatment plants, water supply, and sewerage 
systems, etc.)13 Some of the companies are active with construction services 
outside the borders, mostly in the countries of the Balkan region, and the larger 
ones have their own offices. 

The production of building materials is based primarily on non-metallic 
mineral raw materials such as marl, gypsum, brick clay, sand, gravel, 
architectural-decorative stone (marble, travertine, granite, onyx, and others). In 
terms of products, we have cement products, gypsum, gypsum board, raw 
gypsum, dry plasters, clay products (full bricks, all kinds of hollow blocks, 
ceramides, etc.), bituminous insulating materials (bituminous masses and 
emulsions and bituminous strips). Companies that export building materials 
mainly target neighboring countries and on a smaller scale in the EU market. 

In terms of the workforce structure, almost half of the workers are 
technicians from different professions (SSS). Nearly 30% are skilled and highly 
skilled workers, and about 20% are engineering staff with higher education. In 
terms of gender structure, men dominate in all categories of workers, and all 
activities. The representation of women goes as high as 10-20%14. 

13 Cvetkovska, M. et al. Analysis of the construction and geodesy sector. Ministry of Education and 
Science. February 2017. 
14 Ibid. 
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The total amount of performed construction works in 2019 was 28.043 
million denars, or 456 million euros, which is a decrease of almost 32% 
compared to 2015. Besides that, during 2015-2018, there was a clear tendency 
to reduce construction activities financed by the public budget by 24%, mainly 
due to incomplete realization of capital investments and an increase of private 
investors' construction activities by 11%. In 2015-2019, there were multiple 
reductions in the share of construction in the total import and export of goods 
and services. 

 
Source: SSO 
 

 
Source: NBRM 
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5. Key research findings 

5.1. Impact on current operations 
 

Although most of the construction sites in North Macedonia remained open 
during the health crisis - except for construction sites of foreign contractors, 
most construction companies have been affected by COVID-19 and/or measures 
taken to limit the spread of the virus. The consequences are felt in relation to: 

- productivity and organization of the work of current projects (delays with 
construction works due to limited working hours, difficult delivery of 
materials, absent workers, etc.), 

- liquidity, due to the difficult collection of claims by both public and state 
institutions, as well as by other legal and physical entities. 

Over 90% of construction companies reported canceled or delayed orders and 
contracts as a result of COVID-19. For 57.4%, it has a high impact, and for 
35.2% of the respondents, a partial effect on the operation. When it comes to 
micro and small enterprises, they are more affected in this regard than medium 
and large companies. Reduced demand was reported by 71.4% of companies 
working with individuals (for example, the sale of apartments, renovation, etc. 

Besides, according to the interviewed companies, even more worrying at the 
moment is the uncertainty regarding future engagements, because the central 
and local administrations are working with minimal capacity. There is a 
substantial reduction in the intensity of publishing public procurement for 
construction works, a tendency to reallocate funds from capital investments to 
social and health care, as well as problems providing documents. 75.9% of the 
surveyed companies face difficulties in obtaining the necessary documents from 
the institutions. It is confirmed by the data from the State Statistical Office, 
according to which in March 2020, the month in which the application of 
protective measures began, 219 building permits were issued, which compared 
to March 2019 is a decrease of 21%15. Also, there is uncertainty among private 
entities about the purchase of housing and office space, leading to reduced 
demand for high-rise buildings and the sale of building materials. 

Concerning the collection of claims, 66.7% of companies believe that the 
crisis has a very negative impact, and 24.1% believe it has partially negative. It 
has a direct effect on their liquidity, which is already felt mainly by more than 
half of the companies (55.6%). 88.9% of companies whose clients are state and 
public institutions reported delays in collection. 

For some of the companies that have invested in being more competitive in 
the market in the future (procurement of machinery, development of new 
products, etc.), reduced demand and delays in collection of claims indicate that 
they will not be able to secure a return on investment as planned. They who 
were planning new investments in the coming period gave up16. 

15 State Statistical Office, Building Permits Released, March 2020, 15.05.2020. 
http://www.stat.gov.mk/PrikaziSoopstenie.aspx?rbrtxt=50 
16 See Annex 2. 
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Moreover, almost 80% of companies face reduced productivity, with 
51.9% having an enormous impact on operations and 37% partially. The 
reduced productivity is due to both part-time work (by 25.9% of companies), 
the organization of the work itself, and the measures taken. Namely, due to the 
nature of the work, only 18% of the companies have organized the work from 
home, and some of them have problems with absent workers, workers who are 
limited by transportation, etc. 85.2% of companies have difficulty with their 
logistics or distribution due to limited movement (35.2% wholesale and 50% 
partially affected). Another problem is the procurement of spare parts for 
machines that are not available in the country. 

Despite the global impact of the crisis and disrupted supply chains, most 
construction companies have not felt a significant impact on their exports, given 
that 59.3% of respondents said they do not export, and only 22.2% have a 
significant or partial impact. However, when it comes to imports, 55.1% felt a 
large or partial impact, and 64.1% faced reduced availability or increased prices 
of raw materials. 

 

5.2. Impact on employment 
 

So far, most of the companies have not fired workers (53.7%), nor have 
they reduced salaries. They consider that option to be the last, but they don't 
exclude it if the crisis continues, and if the government doesn't provide 
appropriate support. 27.8% of respondents believe that the number of 
employees will reduce to 20% as a result of the crisis, and 18.5% that they will 
reduce by more than 20%. 

The risk of layoffs will become more serious if the situation continues after 
June, which would have serious consequences for companies that will need 
several months, even years, to overcome the crisis (61.1%). Therefore, it is 
necessary to subsidize salaries and social security contributions, especially in 
companies that currently face liquidity problems, and further encourage 
construction activities. After the crisis, the sector has the potential to generate 
additional employment. 

Given that in this construction season, workers who usually work 
seasonally in neighboring countries will not be able to go out to work, there is 
unlikely to have a shortage of labor in construction. It can create a perception 
among employers that it will not be a problem to provide workers even if they 
fire part of them at the moment. On the other hand, given the economic status, 
the amount of wages and the qualifications of workers, their eventual dismissal 
can create serious problems in terms of unemployment and the social dimension 
at the state level. 
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5.3. Efficiency of the proposed support measures 
 

Regarding the measures to support the economy, according to the 
answers to the questionnaire, construction companies find it most useful: 

- subsidy of part of employees' salaries or social security contributions 
(35.5%) 

- support for the liquidity through interest-free loans or easing of lending 
conditions (31.6%) 

- tax breaks/delays (30.32%) 

However, only half of the surveyed companies plan to apply for any of the 
measures (48.1%). Half either do not meet the conditions for them (29.6%) or 
have no interest because the conditions are too restrictive, as with the obligation 
to retain employees, as well as for the return of the received assistance 
(18.5%). We should keep in mind that the survey and interviews were 
conducted during April when the conditions for obtaining and returning subsidies 
were not clearly and definitively defined, as well as the subsequent changes in 
the conditions. 

Therefore, regarding the usefulness of the measures and whether they will 
apply, the companies responded that they are taking into consideration the fact 
that to use them they must have a reduction of income by over 30% compared 
to the monthly average of total revenues realized last year and not to have paid 
dividend or business bonuses for 2019. If they lay off workers before July 2020 
or make a profit at the end of 2020, they will have to repay the funds in full or 
up to 50% of the realized profit17. Additional relief, according to which subsidies 
would be non-refundable if companies invested in fixed assets or capital goods in 
the amount of subsidies, was adopted at the end of April18. 

Also, given the conditions to obtain support, 12.23% of companies have 
already reprogrammed their debts or increased credit indebtedness through 
commercial banks, especially those who do not consider government aid but 
complain about the strict conditions and high-interest rates. 

Almost all interviewed companies believe that the measures are insufficient 
or inadequate, i.e., that in addition to the current mitigation of symptoms, 
systemic solutions should be approached. Given the experience from the first 
wave of the pandemic, a complete cessation of economic activity imposes the 
need to provide urgent intervention measures for companies to survive. 
Therefore, in terms of sustainability, in the event of a second wave of continuing 
crisis, national authorities' response should be aimed at taking and imposing 
measures to protect health from conducting economic activity smoothly and 
keeping jobs, rather than ultimately isolating the economy19. 

 

 

17 Government of NM, Decree with legal force for financial support of employers, 07.04.2020 
18 Government of NM, Decree with legal force for financial support of employers, 28.04.2020 
19 See Annex 2. 
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6. Possible scenarios - projections 

Based on companies' estimates, their revenues in the first quarter of 2020 
are 1/3 lower than in the first quarter of 2019. The number of construction 
workers resulting from the crisis in 2020 would decrease by 12%, i.e., about 
6000 workers in total in all construction activities. Concerning sales, they would 
decrease by 36.3%, or 31 billion denars (503 million euros), and profits by 
37.4%, or 5.8 billion denars (94 million euros). In that case, the total revenues 
in the budget based on profit tax (DB and DB-VP) would be reduced by 374 
million denars (6 million euros), and the total revenues in the budget based on 
VAT would be reduced by 1.85 billion denars (30 million euros)20. 

If the situation normalizes starting from June, most companies (90.7%) 
would be able to get back on track within about 4 months and make up for 
losses by the end of the year at the latest. If the crisis lasts until the end of the 
year, most companies will continue to operate, but it would take an average of 
about 8 months for the sector to return to normal before the crisis. 

 

7. Recommendations 

7.1. Urgent/short-term measures  
 

- Subsidizing salaries 

According to the surveyed companies, one of the essential measures, 
especially crucial for micro and small enterprises, is subsidizing part of the 
salaries. Considering that the subsidy costs the government 14.500 denars per 
employee, a total of 348 million denars (5.65 million euros) is needed for April 
and May. If the collection of claims and demand does not improve during June, it 
is necessary to consider the possibility of subsidizing the June salaries or 
providing favorable credit conditions for the companies to pay their obligations 
based on salaries and social security contributions. 

Also, concerning the conditions for the return of subsidized wages, it is 
necessary to extend the timeframe for mitigation if companies decide to invest, 
to be exempted from the obligation to repay the funds. To provide an 
opportunity for companies that have invested in capital goods - equipment, 
machinery, and the development of new products, just before the start of the 
crisis, to be able to submit the invoices from January onwards to be taken into 
account. It is especially important as the construction season begins in March. 
Companies usually make investments before that period to be prepared for 
higher labor intensity in the warmer months. 

- Facilitation/deferral of payment of taxes and other public duties 

20 The estimates are based on the answers to the survey questionnaire (see Annex 1) applied to 
the average parameters for the construction sector (number of employees, income, profit) for the 
last 5 years available in part 4 of the study, as well as tax data in the sector in 2019 received from 
the Public Revenue Office. 
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Most of the business entities in construction are VAT payers (monthly or 
quarterly), and the obligation for payment of VAT as of March is regularly 
delivered on April 25. Although the deadline was extended to May 31, likely, 
some companies will still have difficulty meeting their obligations. It would be 
desirable to consider the possibility of additional deferral, non-payment of 
default interest for delay, or enabling payment in installments. 

 

7.2. Continuous/long-term measures 
 

- Encouraging capital investment 

The government has made a clear commitment not to cut budget spending 
on capital investments (387 million euros in the central budget for 2020). 
However, with the Government's Decision of April 2020, concerning the 
redistribution of budget funds between budget users from the central 
government and funds on the other hand, in regards to the item capital 
expenditures (48), and the sub-item construction facilities, the government 
allocated 16.151 million euros21. Additional reductions were adopted with the 
supplementary budget from May 15, which reduced the total of 19% of the 
planned capital investments, i.e., the remaining funds for capital investments in 
the central budget reached 315 million euros. It is necessary this practice not to 
continue, and that the initially expressed commitment is accompanied by specific 
activities such as:  

- intensification of the announcements for public procurement of 
construction services, 

- current settlement of liabilities to companies, 
- speeding up the procedures for issuing permits, expropriation, etc. 
- speeding up of tender procedures conducted by other means (loans from 

international financial institutions and donors, primarily IPA), 
- strong recommendation to the units of local self-government and public 

enterprises to act in the same way. Additionally, at the local level, the 
activities for adoption of detailed urban plans should continue, in order to 
create conditions for further construction activities and thus encourage 
economic growth. 

This measure does not envisage mobilization of additional funds in public 
budgets outside those already provided, and for construction companies it would 
be crucial to ensure liquidity in this period, restoring security in order to retain 
employees and thus faster overcoming the long-term consequences of the crisis. 

- Encouraging high-rise construction and renovation 

Consider the possibilities for the actualization of the project, "Buy a house 
buy an apartment" with more favorable conditions for both the citizens and the 
companies to restore the trust and encourage the citizens to invest in real 
estate. Also, consider the possibility of introducing subsidized loans for 
companies wishing to purchase office space and subsidized loans for renovation. 

21 Official Gazette of RS Macedonia No. 97, April 9, 2020 
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Specifically, concerning the latter, within the third package of measures intended 
to encourage consumption, a measure can be added - awarding vouchers for 
renovation. This measure would be beneficial primarily for micro and small 
enterprises, which, in addition to being the most numerous, also contribute to 
most jobs. Additionally, vouchers could be linked to the use of a certain 
percentage of materials from Macedonian manufacturers to provide more 
significant support to the Macedonian industry. The total fiscal implications for 
the three measures are around 2 million euros, as follows: 

- "Buy a house buy an apartment" - 1.5 million euros for 150 subsidized 
loans 

- Subsidies for buying office space - 340 thousand euros for 50 subsidized 
loans 

- Renovation vouchers - 250,000 euros (vouchers of maximum 500 euros 
that would subsidize construction works of at least 2000 euros) 

It would generate at least 7m euros in construction revenue, of which at least 
700,000 euros would return to the budget in the form of taxes. Also, the 
measures taken would have a positive effect on other construction-related 
activities, i.e., on stimulating overall consumption, and would help citizens 
affected by the crisis and encourage consumption. 
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Annex 1: Results from the survey questionnaire 
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Annex 2: Results from the conducted interviews 

 

1. Review of interviewed companies 
 

No. Company Size Region Activity 
1 ТRIM (2 

companies) 
MS Southwest High-rise construction 

2 Stenton 
Gradba 

Medium Pelagonija Civil engineering, less 
High-rise construction 

3 Usjepor Medium Skopje Production and sale of 
construction materials 

4 Knauf (2 
companies) 

Medium and 
small 

Southwest 
and Skopje 

Production and sale of 
construction materials 

5 MAGNUS 
Engineering  

Small Skopje Electrical installation, 
construction works and 
construction of metal 
structures 

6 Golden Art Medium Skopje High-rise construction 
7 Eling Medium Skopje Construction – High-

rise construction, Civil 
engineering and 
electrical installation in 
construction works 

8 Evro 
Consulting  

Small  Skopje Consulting services 
(supervision) 

9 Fragmat Mak Small  Southeast Production and sale of 
construction materials 

10 BAR ECE Small  Skopje Consulting services 
(supervision) 

 

 

 

 

2. Summary of the interview data 
 

Impact of the crisis on the works  

The impression of the companies is that many investors have stopped working, 
mainly foreign. Some of the workers are frightened and do not want to work, 
and some companies have closed. The collection of claims is drastically reduced, 
both by foreign and domestic companies and by state and public institutions that 
work with minimal capacity. Given the interconnectedness of the sector, the 
reduced volume of work in one activity (for example, civil engineering or high-
rise construction) undoubtedly affects companies from other sub-sectors 
(procurement of materials and equipment, design services, supervision, etc.). 
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The companies that are working on the renovation are particularly affected due 
to the need for physical distancing, which has drastically reduced the demand. 

Some companies have invested in product development and hired new 
employees earlier this year, citing higher labor intensity, or purchasing new 
machinery just before the crisis to prepare for the new season. The interviewed 
companies believe that their income will decrease (on average 30-50%), and 
they will not have the profit or the means to reinvest. Fixed costs per unit of 
product are increased. However, almost all companies have retained all their 
employees so far and have not reduced their salaries, despite the reduced 
workload. But if the crisis continues, some companies will be happy to cover the 
costs and keep the employees. 

 

Impact of measures for the protection against the spread of the virus 

Companies generally have no complaints about measures to protect the health 
and safety at work. All of them have adapted to the new conditions and apply 
them. But they complain concerning the restriction of movement and shortened 
working hours because it takes a lot of preparation to work that way, efficiency 
and productivity are reduced. Also, there is a problem with the delivery of 
construction materials. They believe that the quarantine and the curfew should 
be for specific categories of citizens (elderly and sick), and companies should be 
allowed to function by taking all necessary precautions. 

An additional problem, especially for smaller companies, in the absence of 
workers who, due to closed schools and kindergartens, have to stay at home to 
care for children, the lack of elderly and chronically ill people who do not go to 
work, and in one company there was a case of an employee with a family 
member affected by the coronavirus which caused additional panic and trouble. 

 

Use of measures to support the economy 

Some companies complain that they cannot use the measures because there are 
too many conditions and restrictions. They fear that much of the money will be 
diverted from capital investments to social welfare, which they say is wrong. The 
right step would be to help companies continue their economic activity and 
generate employment for citizens who would thus receive a salary, not social 
assistance. 

Companies that do not meet the requirements to apply for government 
measures are turning to commercial banks. Both those who received loans and 
those who were rejected complain about the strict conditions, the lack of 
flexibility in banks, and high-interest rates that do not take into account the 
needs of companies in this situation to receive financial support to be able to pay 
salaries and survive in general.  

Many of companies express dissatisfaction with the fact that the real sector, the 
one who generates revenue in the budget, seems to be neglected in terms of 
sectors that are only users of budget funds. They believe that the measures are 
symptomatic and do not solve the problem. Substantial interventions should 
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focus on where revenue is generated, not where funds are spent. They also 
believe that the overall financial volume of the measures is disproportionately 
small to have a significant effect on the economy and will not be enough for all 
companies that need support, but also that the reactions of the competent 
institutions are too slow. 

 

Estimates depending on the duration of the crisis 

Most companies cited May as a deadline that could be met without significant 
consequences for their work and workers. In other words, if the situation 
normalizes by May, with appropriate measures, losses could be compensated by 
the end of the year. Otherwise, if the situation continues in the coming months, 
the economic losses in the sector will be huge. 

What worries them most is insecurity. Companies that work mostly with public 
institutions, have seen a serious decline in the dynamics of public procurement 
and the issuance of building permits. Those who work in high-rise construction 
have reduced sales to individuals. 
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