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EXECUTIVE SUMMARY

The Multi-Annual Operational Programme “Human Resoures Development” (hereinafter referred
to as OP HRD) of the Republic of Macedonia is a document for implementation of the national
and European strategic priorities prepared in line with the new Instrument for Pre-Accession
(IPA) established by Council Regulation (EC) 1085/2006 of 17 July 2006. It acts as a funds
delivery framework, co-financed jointly by the Instrument for Pre-Accession and the national
budget during the programming period 2007 — 2013, with financial indications for the 2007-2009
period, covering the territory of the whole country.

The overall strategic objective of IPA Human resource development component is to foster the
development of human resources, in particular by improving the quantity and quality of human
capital, leading to more and better jobs, higher growth and development and the increased
national competitiveness at international level.

OP HRD objective was established on the basis of the socio-economic analysis in the field of the
human resources development and includes a strategy defining the priorities and objectives as
well as a description of the priorities and measures.. It aims at addressing the following
identified weaknesses:

e [ ow employment and high unemployment especially long-term unemployment;

e Rise of unemployment among disadvantage groups in labour market (ethnic communities
which are not majorities in RM (hereinafter “ethnic communities”), women, disabled,
young people, older) and their exposure to social exclusion;

e Mismatch between the relevant educational profiles and the labour market needs and
demands

e Early school leaving, high level of adult illiteracy;

e Low level of funding for active employment policy.

IPA Human resource development component amounts to total of 19,176 mil. EUR in the period
2007-2009. About 85% of this amount represents the Community contribution, complemented
with funds from national public sources. OP HRD takes account for the limited amount of money
available and concentrates its strategy on limited number of operations in three priority fields:
employment, education and training and social inclusion of marginalized groups into the labour
market.

OP HRD has been prepared in conjunction with the Macedonia National Development Plan 2007
— 09 and the Strategic Coherence Framework (SCF) which will cover the period 2007 — 2013.
Other national documents and strategies have been included where relevant. The strategic
priorities are entirely consistent with those set in IPA documents , such as the MIPD 2007-
2009.

OP HRD 2007-13 has been prepared by the Ministry of Labour and Social Policy (MLSP) and
Ministry of Education and Science (MES) in close collaboration with all relevant agencies and
institutions including the social partners and NGOs’. Active participation of all stakeholders
ensures ownership of the programme as it is an inevitable condition for successful
implementation phase.

This Operational Programme will be implemented through decentralized management and
managed by the Operating structure set up within the Ministry of Finance. MLSP and MES
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will be responsible institutions for the programming and technical implementation of the
programme. Assistance under Human Resource Development component will be
implemented only after completed accreditation of the National IPA structure.

1. CONTEXT, CONSULTATION AND COORDINATION

1.1 NATIONAL POLICY AND SOCIO-ECONOMIC CONTEXT

Labour market situation in Republic of Macedonia in 2006 is unfavourable and is
characterised by a relatively low participation rate of 62.2%' low employment rate of 35.2%
and high unemployment rate of 36% (State Statistical Office, Results from the Labour Force
Survey 2006). The female unemployment rate in 2006 is higher than that of males and equalled
37.2%. Nearly two-thirds of the people looking for work had been without a job for at least
four years and most of those people are younger rather than older workers. Unemployment
problems prevail among young persons (up to 27) and disadvantaged groups like ethnic
communities (Roma), older people (over 55), persons with disabilities. Formal labor market is
stagnant with limited opportunities for new entrants and big informal sector.

Modest performance is an intrinsic characteristic of the Macedonian labour market over the
entire transition period and can be attributed to number of factors, including the low economic
growth, inefficient privatisation process and structural problems. In spite of the positive
developments in 2006, the moderate average GDP growth of around 4% over the last few
years and slow gross investment growth could not lead to a stronger improvement of the
labour market.

High unemployment points to an underutilisation of human capital in Macedonia, hindering its
economic growth. Hence the main goal of all government priorities is to stimulate job creation,
reduce rigidities and administrative barriers in the labour market, and improve efficiency of the
main labour market institutions, mainly the Employment Service Agency (ESA) and employment
centres.

In this regard, the government prepared a National Employment Strategy (NES) 2010, which
contains the medium-term employment strategies of the Republic of Macedonia. It comprises the
main labour market challenges for the period up to 2010 and defines national targets and specific
employment policies that will ensure achievement of those targets. The NES 2010 incorporates
the employment policies of the revised Lisbon Strategy and the EU Integrated Guidelines for
growth and jobs. As an implementation tool of the NES, the National Action Plan for
Employment (NAPE) for 2006-2008 was prepared and adopted by the GoRM with specific
programmes, projects and measures for the period 2006-2008. The NAPE is based on the
Employment Guidelines No.17-24 and the microeconomic guidelines No.14 and 15 of the EU
Integrated Guidelines for Growth and Jobs.

! Working-age population is defined as population aged 15-64, an EUROSTAT definition, whereas national definition is
according to the ILO standards of population aged 15-80. Most of the data presented in this analysis is according to the
EUROSTAT definition. However, there is insufficient information to calculate some indicators by this definition, and hence
they will be presented for population aged 15-80, with a clear remark.
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Besides, microeconomic policies aimed at faster growth and greater job creation, the NAPE puts
much emphasis on active labour market policies to reduce skills mismatch and bottlenecks in the
labour market. Active labour market measures foreseen in NAPE encompass training, re-training
and advanced training, public affairs, employment support for specific target groups as well as
measures for combating the grey economy.

Competitiveness in the today’s era of knowledge-based economy depends significantly on the
knowledge and skills of a country’s population. However, given the relatively lower quality of
human capital in Macedonia compared to the EU countries, documented in international
education studies, as well as its low quantity, improving educational system and outcomes is one
of the main national priorities.

Hence, national priorities in the area of human resources development, set out in the National
Strategy for Development of Education 2005-2015 are promoting education for all, increasing
social partnership, supporting activities of non-governmental and voluntary associations in the
field of lifelong learning, linking formal and informal education, increasing the opportunities for
educational mobility and raising the adults’ professional and social competences. These priorities
should be reached through curriculum changes (introduction of entrepreneurship, early learning
of two foreign languages and ITC, etc.), external evaluation, teacher’s in-service training,
improvement of vocational education system, promotion of life-long learning, etc. In addition,
the Government programme ensures relatively large investments into building
new/modernisation of current school buildings and equipment.

The area of social inclusion as a specified field of intervention has not been envisaged till now.
Though the main strategic goals in this area are set in the NPAA, they will be addressed in detail
within the Joint Inclusion Memorandum (JIM) as a joint process of preparation between the
European Commission and the GoRM.

Within the framework of the NPAA, the following priorities of the Republic of Macedonia in the
field of social inclusion are envisaged:

e Preparation of the Republic of Macedonia for a complete participation in the Open Method
of Coordination for social inclusion;

e Reduction of domestic violence, as well as strengthening capacities on the local level for
working with the victims of the domestic violence;

e Obtaining the right of the child to live and to be taken care off in the biological family or
suitably alternatively sheltered, through providing the suitable non-institutional protection;

e Strengthening the capacities of the CSW for alternative forms of sheltering of children;

e Improving the condition and obtaining the right of independent life of adults with
intellectual disability;

e Developing out-of-institutional forms of social protection for the socially excluded people;

e Policies for inclusion of ethnic communities, Strategy of the Republic of Macedonia on
Roma and NAP for the Roma decade.

Recently adopted NDP 2007-2009 which provides an overall framework for investments to
be (co)financed from public sources that will be consistent with overall development
objectives of the Republic of Macedonia in the three-year period 2007 - 2009. The overall
objective of the NDP is to increase international competitiveness of the country that is
required for a sustained economic growth and higher employment.
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OP HRD has been prepared in conjunction with the Macedonia National Development Plan 2007
— 09 and the Strategic Coherence Framework (SCF) which will cover the period 2007 — 2013.
Other national documents and strategies have been included where relevant.

OP HRD aims were defined in line with the following national strategic documents:

= National Employment Strategy 2010 (NES);

= National Action Plan for Employment (NAPE) 2006-08;

= National Strategy for Development of Education 2005-2015;

= National Strategy for the Roma Decade 2005-2015, adopted in 2005;

= National Action Plans for Roma 2006-2008 (education, employment, health, housing);
* The National Action Plan for Gender Equality;

= The National Strategy for Development of Small and Medium Enterprises;
= Action Plan for Combating Grey Economy;

* Government’s Working Programme for the period 2006-2010;

= Strategic Plan of the Government of the RM for 2006-2008;

= Strategic Plan of MLSP 2006-2008.

1.2 COMMUNITY STRATEGIC FRAMEWORK

Following the Commission's recommendation of November 2005 the European Council (EC)
decided on 16 December 2005 to grant candidate status to the Republic of Macedonia for EU
membership. The EU’s core policy documents from the enlargement package (the revamped
European Partnership (EP), Enlargement Strategy Paper, the annual Progress Reports in the EU
accession) define short- and medium-term obligations for Macedonia in relation to the EU
membership and track the progress in the process of implementation and enforcement of EU
standards. Republic of Macedonia has prepared a National Programme for the Adoption of the
Acquis (NPAA), which also defines the main priorities in preparing for accession. The
programme draws on the priorities stated in the European Partnership and on the Commission's
Progress Report, but is considered broader than the European Partnership. The main priorities are
the alignment of legislation, and reform of the public administration and judiciary. In that
process, the country will be supported with financial assistance in accordance with Council
Regulation 1085/2006. The assistance under IPA will complement and replace the assistance
provided under the CARDS instrument.

As already mentioned the enlargement package of document provides a starting point for setting
down the priorities for programming of overall assistance under IPA. OP HRD aims and specific
objectives have also a strong correlation with specific short - and medium - term priorities
identified by the European Partnership 2005. In particular, modernisation of the labour market
institutions and implementation of new and improved active policies (priority axis 1) will help
addressing the problem of unemployment while investment in better education and skills
(priority axis 2) will enable the work force to respond to the new requirements of the labour
market. At the same time, promotion of inclusive labour market (priority axis 3) will facilitate
participation in employment of the most disadvantaged persons. The correlation between short-
and mid-term priorities of EP and OPHRD measures is provided in the table below.

Correlation between the priorities of the OP HRD and EP
EP Priorities OP HRD measures by priority axis

Short term
Address unemployment and support job 1.1 Further development of the Employment
creation. Ensure swift implementation of the Agency and enhancement of the Employment
new law on labour relations and of the reform of Conditions
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the employment agency. Initiate further efforts
to promote job creation, in particular for women
and young people.

1.2 Supporting the implementation of the
Employment Strategy and JAP

1.3 Combating the labour market situation of
young people, women and long term
unemployed

1.4 From Informal to Formal

Take steps to integrate the informal sector into
the formal economy, particularly in order to
fully include employed persons into the social
security system and to eliminate unfair
competition from unregistered companies.

1.4 From Informal to Formal

Develop efficient management, monitoring,
control and audit systems necessary for the
implementation of programmes under the EU
pre-accession instruments under decentralised

4.1 Support to the implementation of OP IV

imilementation conditions

Reinforce the labour inspectorate in terms of
staff and equipment and enable it to apply
effective and dissuasive sanctions.

1.4 From Informal to Formal

Develop and implement a comprehensive
employment strategy involving all relevant
stakeholders with a view to subsequent
participation in the European Employment

Strategy, matched by appropriate capacity
building for analysis, implementation and
assessment.

1.1 Further development of the Employment
Agency and enhancement of the Employment
Conditions

1.2 Supporting the implementation of the
Employment Strategy and JAP

1.3 Combating the labour market situation of
young people, women and long term
unemployed

3.3 Empowering relevant actors

Modernise the educational system. Align the
quality of the educational system with European
standards. Modernise the curricula of secondary
and university education. Step up efforts to
create a modern vocational education and
training system.

2.1 Modernising the educational and training
system

2.2 Enabling access to quality education for
ethnic communities

2.3 Developing adult education and lifelong
learning

Develop capacity for project preparation and
management in accordance with the Structural
and Cohesion Funds, both at central level and at
NUTS IIT level

4.1 Support to the implementation of OP IV

Council Regulation 1085/2006 is legal basis for IPA. As stated above the main objective of the
IPA is to help the country to face the challenges of European integration, to achieve progress
in the Stabilisation and Association Process and to implement all the necessary reforms
needed for fulfilling the Copenhagen criteria for EU membership.

The IPA instrument consists of five components: 1. Transition Assistance and Institution
Building, II. Cross-Border Cooperation, III. Regional Development, IV. Human Resources
Development and V. Rural Development.

Council Regulation 1085/2006 calls for providing the assistance 1) on the basis of multi-annual
planning document (MIPD) and 2) through development of multi-annual programme in
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accordance with the priorities defined in the MIPD (the so-called programming principle). The
MIPD 2007-2010 is the key strategic document for the IPA. It follows the Multi-annual
Indicative Financial Framework (MIFF) 2007-2010, which indicatively allocates funds per
beneficiary and per component, including the human resource development component.

The pre-accession assistance strategy identified in the MIPD for the period 2007-2009 is focused
on preparing Macedonia for implementation of the Community's Cohesion Policy, focusing in
the field of transport and environment, education, employment and social inclusion.

IPA Human Resources Development component should support Republic of Macedonia in
policy development, as well as preparation for the implementation and management of the
Community's cohesion policy, in particular the European Social Fund. Within the Human
Resources Development component MIPD 2007-2010 specifies three priorities:

Employment - Attracting and retaining more people in employment
Education and training — Investing in human capital through better education and training
Social inclusion — Promoting an inclusive labour market

There are two multi-annual programming documents in the area of human resource development
component: Strategic Coherence Framework and the OP HRD itself, both covering the three
separate filed of intervention over the period 2007-2013: Employment, Education and training
and Social inclusion.

SCF 2007-2013 was prepared on the basis of the priorities set out in the MIPD. It provides a
frame of reference for the IPA Regional Development and Human Resources Development
components. This OP further expands the global objective outlined in SFC in the area of human
resource development into more specific objectives in every field of intervention and elaborates
the means by which the objectives are supposed to be pursued (Figure 1).

The strategy of OP HRD draws on the three main objectives of SCF 2007-2013. The first
objective of the programme is to increase employment, reduce unemployment and retain more
people in employment. This can be achieved by improving labour market functioning and
employment possibilities, especially for vulnerable groups (young persons, women, long-term
unemployed, older workers, ethnic communities and), as well as by speeding the transition of the
engagement in grey economy into the formal sector employment.

Competitiveness of firms in today’s era of knowledge-based economy depends on the quality and
quantity of country’s human capital. In this regard, education sub-component should improve
quality of the Macedonian education system ensuring, on the long-run, greater educational
attainment of Macedonian citizens. In addition, education system reforms should increase
responsiveness of this system to the labour market needs and changes. Education and training
systems should enhance the learning of entrepreneurship and its inclusion as key competence in
education curricula.

Third objective is to promote inclusive labour market for those who are currently disadvantaged,
especially the Roma population. The objective will be achieved by improving quality and
effectiveness of services provided to disadvantaged persons aimed at supporting their integration
in the labour market and society and preventing further poverty. All relevant stakeholders,
including NGOs will be encouraged to actively participate in pursuing the objective.

The purpose of the Human resource development component is to help the country to develop
and strengthen its administrative capacity for management, implementation, monitoring and
control of resources from European Social Fund (ESF). This will be fulfilled through the process
of preparation and implementation of system actions and pilot projects in the areas of
employment, education and social inclusion (“learning by doing”). Some support will come out
in a form of technical assistance (additional to that funded in the framework of the Component I).
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The experience gained through the use of IPA funds will contribute to the development and
implementation, monitoring and evaluation of the employment , education and social policy.

The OP HRD takes account of the framework and guidelines for the EU Cohesion Policy for the
period 2007-2013 as established in the Community Strategic Guidelines on Cohesion, as well as
the guidelines and priorities defined in the renewed Lisbon Strategy.

The main objectives of the Cohesion Policy, in line with the renewed Lisbon strategy, are
acceleration of economic growth, encouragement of innovation and creation of more and better
jobs?.

OP HRD will support increased participation in the labour market of a highly qualified and
adaptable work force, improvement of the education system quality and adaptability to labour
market needs, promotion of life long learning, improvement of employees and enterprises
adaptability, acquisition of necessary qualifications and knowledge for integration and mobility
within the labour market, integration into employment of persons belonging to vulnerable groups,
etc.

The overall and specific objectives of the OP HRD will contribute to the achievement of common
political aims laid down in the Community Strategic Guidelines for Cohesion 2007-2013 and are
in line with the following guidelines for action:

Attract and retain more people in employment, and modernise social protection systems
through:

- Promotion a lifecycle approach to work
- Ensuring inclusive labour markets for job seekers and disadvantaged people
- Improving matching of labour market needs

Increase investment in human capital:

- Expand and improve investment in human capital
- Develop education and training systems responsive to the new competence
requirements

Apart of the IPA programme, there are a number of other donor activities present in
Macedonia aiming to support development of the human resource sector. The Republic of
Macedonia has received international support by international financial institutions such as
the World Bank. Multilateral donor assistance has been provided mainly through EU
(PHARE, CARDS), USAID and UNDP. The support has been also provided by bilateral
donors, such as Swiss Government, German Government, Government of Japan, Norwegian
Government, Netherlands Government and other donors.

The challenge in the programming of EU financial assistance is to avoid overlaps and to
ensure that different but related activities are aligned.

In particular, these include:

. Improving the attractiveness of Member States, regions and cities by improving accessibility, ensuring adequate quality and level
of services, and preserving their environmental potential,

. Encouraging innovation, entrepreneurship and the growth of the knowledge economy by research and innovation capacities,
including new information and communication technologies

. Creating more and better jobs by attracting more people into employment entrepreneurial activity, improving adaptability of
workers and enterprises and increasing investment in human capital
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The Government of Macedonia has gained substantive experience in mobilisation,
coordination and implementation of foreign assistance. With the purpose of streamlining the
cooperation with donors and international organisations, the National System for
Coordination of Foreign Assistance was institutionalised, with one of the Deputy Prime
Ministers mandated with the role of a National Aid Coordinator and the establishment of a
Committee of Ministers for Coordination of Foreign Assistance (CMCFA), Coordinative
Technical Group of the CMCFA and Aid Coordination Sector (ACS) within the Secretariat
for European Affairs (SEA).

The focus of the coordination between IPA and other national programmes will be put on
strengthening coordination mechanisms through:

= (Capacities for monitoring, analysis and policy support, in particular:

- data quality on foreign assistance, improved, analysed and widely disseminated in
a coordinated manner

- priority needs, as a basis for programming the foreign assistance, identified and
formulated (analysis of the priority areas for donor assistance; gaps analysis);

- mechanism for monitoring and evaluation in place (establishing thematic working
groups linked to the work of the Joint Monitoring Committees established for
monitoring purposes of the IPA funded projects);

* Coordination activities - Information necessary for formulating and/or adjusting
projects identified and communicated with donors (organisation of thematic
coordination meetings, follow-up technical meetings and round tables);

Professional skills for effective coordination of foreign assistance.
Training plan developed and trainings organized/delivered (training for the
mid-level of civil servants in strategic planning and programming).

1.3 PARTNERSHIP CONSULTATION

The present OP HRD covering the period 2007-13 has been prepared by the Ministry of Labour
and Social Policy (MLSP) in close collaboration with the Ministry of Education and Science
(MES) as the main institutions being responsible for the implementation of the pre-accession
support within human resources development. Three working groups, one for each priority were
set up within the ministries and have assumed the overall responsibility for the programming. In
the course of preparation representatives of the Agency for Employment, relevant ministries
(Ministry of Economy, Ministry of Finance) and State Statistical Office were consulted
concerning data and policy analysis. In the initial phase of the programming the three working
groups were assisted by a consultant assigned to provide a technical assistance.

In compliance with the provisions of the draft [IPA Implementing Regulation (Article 155 (2) (b))
OP HRD has been developed in accordance with the principle of wide stakeholder representation
and partnership of all interested and affected parties. Thus, as an integrated part of the
programming process a special working group was set up, with representatives of line ministries,
relevant institutions, bodies, local self-government association, social partners and civil society
organization. It acted as a forum for consultation and enabled involvement of all stakeholders in
the programming of each of the measures including the indicators. The list of all consulted
stakeholders is provided in Annex I.

A couple of initial meetings of the working group were held with the objective to present and
discuss the principles and preparation of IPA. A wide consultation process among all concerned
parties (meeting of members of the working group) also followed immediately after the
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finalization of the 1* full draft version of the OP. Their recommendations were duly incorporated
in the second draft version of the OP HRD covering the period 2007-13.

For example there were couple of suggestions for improvement of the socio-economic analysis.
Partners requested more comprehensive gender analysis and widening of the scope of existing
activities for women. Coverage of the women under the projects should become an integral part
of the selection criteria. Social partners requested their inclusion into the Technical assistance
priority measure.

Moreover the draft OP HRD was made available on the homepage of the Ministry of Labour and
Social Policy www.mtsp.gov.mk and was open for comments for the public.

The second full draft of the document will be discussed by the tri-partite Economic-Social
Council. Following the second round of partnership consultation, the draft Programme will be
revised and the comments and proposals of the partners will be incorporated into the final version
of the document to an extent in which activities are eligible for funding under IPA.

1.4 EX-ANTE EVALUATION

In accordance with Article 57 of IPA Implementing Regulation, this Programme has been subject
to an ex ante evaluation in order to improve programming quality. The outcome of the ex ante
evaluation is incorporated into the programme document and is designed to contribute to
effectiveness and consistency of the assistance from Community funds and the strategy and
implementation of the programme.

Ex ante evaluation is an interactive process based on the involvement of external expert in the
planning process. Ex ante evaluation has been conducted by Colin Ackerley, a consultant hired
by EAR, Framework contract No. 06MAIL[01/12/012 during two missions from March 19 — April
2, 2007 (4 meetings) and from April 16-30, 2007 (2 meeting).

There has been not a ready draft OP HRD in the time when ex ante evaluation was carried out
and in that same period all possible efforts were made and all capacities focused on the
preparation of the first draft version of the document. Having in mind that the first version of the
text had been prepared simultaneously with the ex ante evaluation, most of the comments and
recommendations of the consultant were immediately taken into consideration and reflected in
the draft OP HRD. Ex ante evaluation was mainly dedicated to the SWOT analysis and the output
and results indicators and strangely many comments given in the ex ante report were not even
verbally presented by the expert to the members of the working groups during the working
session.

We would like to point out that the ex ante report was not presented and submitted to the
members of the working groups (according to the Consultant’s Terms of Reference the report
was supposed to be presented and delivered do the beneficiary — MLSP, not later than June 1,
2007), but upon our request on the technical meeting with DG Employment in Skopje on 21-22
June 2007, the report was submitted by EAR a couple of days later on the 25 June 2007. We are
not familiar with the reasons for the untimely submission of the report and with such a delay, at
this stage, we are not able to respond to all of the suggestions and requirements made in the
report, having in mind that most of them are very constructive and require deeper insight and
analysis of the conditions.

The main conclusions arising from the ex ante evaluation are presented below:

.1t is of concern to us that the Operational Programme for Component 4 has been prepared by
working groups that have ranged in size from 6-8 individuals (a reasonable number) down to one
or two individuals working alone, albeit with limited support from an expert assigned to provide
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technical assistance. This means that there has been very little consultation with stakeholders
and very little opportunity for people to feed their views and experience into the preparation of
the Operational Programme.“

The given conclusion is not correct because for the purposes of preparation of the OP HRD a
consultative working group ranged in size of app. 35 individuals from numerous ministries,
agencies and institutions including social partners and NGOs, has been established. Due to the
size of the group three separate working groups for each of the set priorities (employment,
education and social inclusion) has been established. The ex ante evaluator has met only the
coordinators of these small three working groups so it is not clear how he/she reached a
conclusion after very modest consultation with the partners but also having in mind that he/she
has never met them. We have pointed out that first draft version of the operating program has
been reviewed in details by the members of the consultative working group and special
consideration has been given to comments provided by social partners and non governmental
sector. For specific open issues in relation to the program there has been daily communication
and consultations with all partners.

.- There is a shortage of information from primary sources and major stakeholders... Some of
the data is very old in statistical terms. Many of the tables relate to a situation within a particular
point in time and this does not lend itself to trend analysis, which is important for defining
important strategic issues. There does not appear to be any future trend analysis within the
document, which is a weakness. There is a significant shortage of data relating to different ethnic
groupings and their relationship to the labour market.*

For the analyses of the conditions in the OP are used all official sources (State Statistical Office,
Employment Service Agency of the Republic of Macedonia, MLSP, MES, Bureau for Education
Development, Office for Development and promotion of Education Carried Out in Languages of
the Ethnic Communities). According to these sources the information is given by ethnic
background, age, gender and status. Such a data base gives the trends for relevant movements in
the period 2000-2005. The findings of the expert are correct for not having available data for
more creative analytical insight, on the basis of which a long-term trends would be determined.
This is demonstrated as a weakness in the SWOT analysis — ,,Relatively poor statistical data on
the labor market, obscuring policy design and assessment of achieved results.*

,.1he operational programming process for OP 4 needs to illustrate an awareness of the
importance of regional disparities and how they impact upon the socio-economic situation within
the country. There are references in many sections of the OP document that relates to the issues
of regional unemployment, rural deprivation and references to issues of social inclusion.... There
is a need for more analysis based upon employment characteristics disaggregated by gender and
including sub-classifications into areas that impact on the labour market.**

The comment has already been taken on board and based on the available statistics OP HRD
presents the state of play in the three areas of intervention by gender and regions.

,,The terms of reference for this ex ante evaluation require for the SWOT to be revisited. To this
end, the evaluation team reviewed the initial SWOT, made suggestions for improvement and
offered a revised template. This was explained in a plenary session®, which covered issues such
as the purpose of the SWOT, how it should be developed and how it is interlocked into the
analysis of the Operational Programme. Finally in the second mission, a further refinement of
the SWOT was presented to the beneficiary, based on feedback from the EU on the SCF and the
OP. These drafts are included in the main body and annex to this report.«

3 First mission, to all the working groups developing the Operational Programme
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SWOT analysis within the three priority fields has been substantially revised following the
recommendations of the ex-ante consultant as well as the comments received from DG
Employment, Social affairs and Equal opportunities.

Regarding the part for education the expert criticises the reforms in VET as inefficient, which
we have been implementing for seven years. These statements are given under the:

3.3.4. Detailed description of labour market issues and analysis

"... There is limited information in respect of vocational education and the labour market, but
this reflects the low state of development within this sector. There is limited information
about the higher education system and its retention rates and the employment rates arising
from particular degree programmes....

4.4. Outputs and contribution towards programme

... The SWOT correctly identifies the need for the harmonisation of the HE system in Europe. It specifically
mentions the CATS system (which should actually be EUROCATS). This system enables the acceptance of
qualifications across Europe facilitating the harmonisation of the HE system across Europe and developing the
free movement of labour process. Experience in other East European countries has shown that this change needs
careful planning and a long lead in time frame. It would be sensible to concentrate more on the Universities in
respect of their ability to deliver education and training (priority two). The priority relies on the development of
VET systems to deliver curricula and training programmes that reflect labour market needs. The development of
VET is a sound policy in this regard but even when fully developed and functional (and Macedonia is several
years from this ideal even using the most optimistic estimates) if European experience is reflected in
Macedonia, it will deliver only 70% of the training programmes. The only existing functional system, at present,
is the Universities and it would be advisable to incorporate this part of the education system within this priority
as a practical measure that will assist the deliver process of this priority axis...."

The VET reforms continue into IPA and are priority in MIPD, also suggested by the EC and
ETF.

The expert also proposes to put University education as a measure, but still this is not priority
in MIPD for 2007-2009. The Operational Programme for HR is focused not on higher
education and its reforms but on education in function of unemployment decrease (which
means that we are focusing on the vocational education and the adult education).

During the only meeting that the group for education had with Colin these issues were discussed for hours and
we thought that the problem was solved. When we are reading again the ex-ante evaluation, we noticed that his
standpoints are unchanged.

,»The indicators need to be capable of measuring the effectiveness of the chosen method of
intervention in relation to its stated objective. Indicators need to sensitive and capable of
responding to changes in the internal and external environment, in order to ensure that the
programme is capable of bringing about a change in the value of the indicator. There is a
shortfall between what would be acceptable measures and what currently exists within the OP.
The current measures need refinement in order to ensure that they can be effectively monitored....
There is a lot of room for improvement of the indicators and a need for consistency in approach.
In a lot of cases the indicators could be simpler and more focused. Sometimes, the number of
indicators could be reduced, provided that aggregation at measure level makes sense®.
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Output and results indicators have been further developed and completely revised in line with the
comments provided by the experts from DG Employment, Social affairs and Equal opportunities
during the technical meeting in Skopje on 21-22 June 2007.
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2. ASSESSMENT OF MEDIUM TERM NEEDS, OBJECTIVES AND
STRATEGIC PRIORITIES

2.1 SOCIO-ECONOMIC ANALYSIS

This section provides a detailed analysis of the socio-economic context within the labour market,
education and social inclusion in order to establish the objectives and strategic priorities of the
present OP HRD covering the period 2007-13. In addition a full overview of the SWOT analysis
will be provided.

2.1.1 MACRO-ECONOMIC DEVELOPMENTS

After the initial transition-induced recession which started in 1991, Macedonian economy started
to grow again in 1996 with an average annual rate of around 2%. Partly as a result of various
external shocks, the country’s growth performance was below that of a large majority of other
transition economies. In 2004 and 2005, the growth has been accelerated to around 4% per year.

On the other hand, Macedonia has permanently had a stable macro-economic situation,
characterized by low inflation, stable exchange rate of the Denar, conservative fiscal policy of the
authorities, growing international reserves which, accompanied with the recent intensified
structural and institutional reforms, allowed Macedonia to enter into a period of higher and
sustainable economic growth.

Privatisation of the Macedonian economy has been carried out for a period of a decade and a half,
completing the ownership restructuring in more than 95% of Macedonian socially-owned
enterprises. By the end of 2005, almost 1,700 enterprises out of 1,750 enterprises have been
privatised. Majority of the remaining 50 companies are actually in the process of bankruptcy
or liquidation and some of them are liquidated.

The structure of economic activities in Macedonia changed substantially during the transition
period. The share of industry dropped considerably, from around 45% in the early 1990s to
around 25 % in 2005. With around 60% share, services are now dominant in the structure of the
GDP, with major contributions coming from trade, transport, and telecommunications.
Agriculture still accounts for 12% of GDP. In 2005 industrial production was the major driving
force behind intensifying economic activity and its growth rate equalled 7%.

2.1.2 POPULATION AND REGIONAL DEVELOPMENTS

According to the 2002 census the country has a total population of 2,022,547 in 564,296
households, with an average population density of 79 persons per sq km, which is low (68%)
compared to the EU average of 115 inhabitants/sq. km. In comparison to 1994, the density
increased for 3.9%. There is a distinct difference in the concentration of the population in
Macedonia on national, regional and local level,, but it varies largely from a region to region,
ranging from 0.8% in the Eastern region, to 8.5% in the Pelagonia region (Table 1b, Annex II).
The official data show that 57% of the population lives in the cities and 23.1% of the urban
population lives in the capital city of Skopje.

The population structure is heterogeneous and in 2002 consisted of the following major ethnic
groups: Macedonians (64.18%), Albanians (25.17%), Turks (3.85%), Roma (2.66%), Serbs
(1.78%) and others counting together on the rest. (Table 1a, Annex II).
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The average age of the population in Macedonia is approximately 33 years, and almost 68% of
the population is between 15 and 64 years of age, i.e. is of able-bodied age. The net rate of
population growth has been roughly estimated at approximately 0.4% for 2004, while the birth
rate is almost twice as big as the mortality rate. Still, Macedonia has an unfavourable net average
migration rate - 1.45/1,000 inhabitants. According to the last census of 2002, Macedonia has
2,022,547 inhabitants, with an average density of 78.5 residents per sq km, around 60 % of which
live in urban areas.

According to the law there are a total of 84 Municipalities (33 with seat in a city, 49 with seat in a
village, and 10 in the capital city of Skopje). In Macedonia there are a total of 1,715 villages
encompassing 86.7% of the national territory and according to the 2002 census , 57% of the
population lives in the cities and 43% of the total population live in villages.Villages in the
Republic of Macedonia face increased daily and permanent migrations towards cities as well as a
significant depopulation especially in settlements in the undeveloped regions. The capital of the
country is Skopje, located in the northern part of the country. Other larger cities are Bitola,
Kumanovo, Prilep, Tetovo. The country is administratively divided into 84 municipalities and the
city of Skopje, as a separate entity, is composed of ten municipalities (Table 1b, Annex II). The
city of Skopje absorbs almost 29 % of the total and 40 % of the urban population, an enormous
amount of the financial resources, investment (including FDI), apart from the really huge
concentration of knowledge, science, cultural and other types of the human and social capital. An
economic and social difference between cities is evident and the differences between urban and
rural centres are further widening.

The general economic and social conditions, coupled with the lack of comprehensive balanced
regional development policy throughout the entire transition period, are at the core of the existing
economic structures and social conditions at regional (local) level. In other words, there are
considerable regional disparities within the country.

There is a distinct difference in the concentration of the population in Macedonia on national,
regional and local level. The city of Skopje absorbs almost 29 % of the total and 40 % of the
urban population, an enormous amount of the financial resources, investment (including FDI),
apart from the really huge concentration of knowledge, science, cultural and other types of the
human and social capital. An economic and social difference between cities is evident and the
differences between urban and rural centres are further widening.

In 2004, the Government adopted an action plan of activities on the legal and institutional
framework for balanced regional development, which should be undertaken in future: Among
other, they include:
(1) Preparation of a strategy and a law on regional development,
(i1) Establishment of institutions for implementation of the regional (at NUTS 3 level)
development policy,
(ii1))  Definition of criteria for measuring the development levels,
(iv)  Creation of statistical data at the NUTS 3 level,
(v) Preparation of national and regional development plans,
(vi)  Provision of funds for implementation of the regional development policy,
(vii)  Development of policy instruments and human resources,
(viii) Transformation of the Bureau for less-developed regions,
(ix)  Establishment of financial control in the implementation of the regional development
policy, etc.

Until now a part of these activities has been implemented.
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2.1.3 LABOUR MARKET DEVELOPMENTS

The Republic of Macedonia is facing high level of unemployment for an extended period. The
external influences caused by the economic embargo by the southern neighbour and the
implementation of the UN Resolution No 946 for sanctions against the northern neighbour up till
1996 have caused negatives rates of GDP, cessation of most of the production plants which has
led to dramatic decrease of the number of employed. In 1990 the total number of employed was
507,324 and in 1996, 339,824 meaning that in this period the number of employed has decreased
for 167,500 persons. These led to increase of unemployed from 156,323 in 1990 to 237,572 in
1996 i.e. increase for 81,249 or 34%. In the same period the number of users of unemployment
cash benefit has increased from 5,359 in 1990 to 45,790 in 1996 (Statistical year book of RM
1997). This condition led to significant increase of budget costs for these transfers. This had
negative influence on unemployment structure based on qualification, age and the time needed
for employment.

The trend of increase of unemployment has also been influenced by the process of privatization
and structural reforms as well as by the natural inflow of persons who completed their education.
(High and University). Further, the influence on the increase of unemployment has had the
decrease of economic activity during the refugee crises (conflict in Kosovo) and the war conflict
in the Republic of Macedonia. As a result the employment rate in Macedonia had a declining
trend, from the start of transition process until 2004. The negative trend was stopped and reversed
in 2005, when the number of employed was 4.4% higher than the year before. The employment
rate in Macedonia in 2006* equalled by 35.2%.

In 2006 unemployment rate in Macedonia declined to 36% (by 1.3 percentage points from 2005),
though it is still at a high level. The female unemployment rate in 2006 equalled 37.2%, and is
1.9 percentage points higher than the male unemployment rate.

In the further period the policies for attraction of foreign and local investments, development of
entrepreneurship, development of small and medium enterprises, labour reforms, improvement of
the accessibility to financial assets and measures for transfer from informal into formal economy
and active labour market measures is expected to create a climate for accelerated growth of the
GDP and increase of employment.

2.1.3.1 Labour Market Activity Rate

The labour market active part of the population consists of the employed and unemployed
registered as looking for employment. According to data from the Labour Force Survey, the
Republic of Macedonia had an active labour market population of 869,187 in 2005 which is
54.1% of the working-age population over 15 years. In the period 2000 to 2005 the activity rate’
was relatively stable with 53% in 2000 u 54.1% in 2005.

Economic activity of the working-age population differs by gender, education level, age, ethnic
origin and place of residence.

4 Labour market statistics for 2006 is available only for the most important employment indicators. Complete statistics will be available by
the end of July 2007.

* Activity rate is the participation of the labour force in the total population over 15 years of age.
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According to data from Labour Force Survey in 2005, the activity rate of the female population in
the Republic of Macedonia is lower than the activity rate of the male population and amounted
43.2% (male activity rate was 64.9%).

The educational level of the economically active labour force is for the majority (41.3%) a 4-year
secondary education followed by 24.6% with finished primary education. 12.4% of the active
labour force has completed 3-year secondary education while 11.1% holds a higher education.
Activity rates are higher among women who have completed secondary and university education
than among men who have identical schooling.

The most economically active part of the population is the group of 25 - 54 years of age. In 2005,
76.2% of this group was active while only 37% within the age group of 55-64 years and 32.9%
within the age group of 15-24 years. The low activity rate among young persons is in particular
due to their taking part in educational activities, which should be considered positive in terms of
the European Employment Policy. Still the main reason for the low activity among youth is the
lack of opportunities for their entering into the labor market. According to the Census data, 34%
of youths aged 15-19 were part of the so called NEET (Not in education, Employment or
Training) in 2002.

The economic activity rate is different concerning the members of different ethnic groups ranging
from 29,3% of Albanians, 38,1% Turks, 47,3% Serbs, 47,6% Roma, 48,3% Vlahs and 53,5% of
Macedonians Participation rates are low for non-ethnic Macedonian women - 10.6% for
Albanian women, 19,2% for Turk women, 29, 6% for Bosniacs, 34.7% Roma, 36.3% Serbs 41,8%
and Vlachs (Population Census, 2002). The difference in the participation rates between the
urban and rural areas has increased from 0.3% in 2001 to 8% in 2005 (See Annex).

2.1.3.2 Employment rate

The employment rate® in the Republic of Macedonia is significantly low. From 2000 to 2001 the
employment rate increased from 35.8% to 38.6%. In the following three years it decreased to
32.8% in 2004. In the same period, the working-age population increased by 4.6%. In 2005 the
employment rate rose to 33.9%. The main reasons for this increase in employment rate is due to
correction’ of the unemployed data base, more intensive activity of labour inspection and the
introduction of more flexible way of employment.

In the period 2000-2005, the female employment rates were significantly lower than those of
men. In 2005 male employment rate was 41.2% while female employment rate only amounted to
26.6%.

Qualitative changes in the structure of labour force demand have occurred during the period 2001
— 2005. The share of employed persons without any formal schooling, having not-completed or
completed primary education decreased from 34.3% in 2001 to 27.8% in 2005. At the same time,
the share of employed persons with 4-year secondary education increased from 36.2% to 41.8%
and those with higher university education increased from 10.5% to 14.1%.

The share of female employed persons according to educational level shows a strong bias
towards the more educated groups, i.e. of the total employed women of 213,074 in 2005, 17.7%

® The employment rate is the percentage of the working age population aged 15 years and over who are employed.

7 A regular update of the registered unemployed persons according to the Law on Employment and Insurance in the case of Unemployment
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have a higher university education, 6.3% hold a upper secondary education and 50,9% have
finished 4-year secondary education. In comparison, out of the 332,179 employed men in 2005,
11.8% have a higher education, 5.2% hold a upper secondary education and 52.6% have finished
4-year secondary education.

The employment rate of young persons aged 15-24 showed the very low rate of 12.3% in 2005
mainly due to high level of young unemployment, their engagement in the informal work and
attendance at school which also can be seen in their low labour market activity rate. The
employment rate of young persons aged 25-27 in 2005 was 35.6%. The employment rate of the
age group of persons aged 55-64 is 26.2% while the highest employment rate is among the age
group 25-54, i.e. 49.9%.

The employment rates among the different ethnic groups varies ranging from 10.2% of Roma,
11.4% Albanians, 15.9% for Turks, 17.2% for Bosniacs, 32.7% Serb, 36.1% Vlachs and 36.4%
of Macedonians. Employment rates are in particularly low for women of Albanian (2.9%), Roma
(5.5%) and Turkish (5.8%) origin (Population Census, 2002).

There are also important differences in the employment rates for the various regions in the
country. According to the 2002 Population Census data the employment rate in Polog, Northeast
and Southwest regions is 1.5 to 2 times lower than the total average employment rate in the
country. Only the Southeast region has a higher employment rate than the average in the country.

In the period 2001-2005 the employment rate in rural areas has declined by 9.2 percentage points
(Table 2, Annex II). Available statistics do not provide adequate details on rural employment by
branches. Indeed the majority of rural population is engaged in the agricultural sector (mainly
subsistence/household farming) and other activities, if any. The number of households living only
from the farming is also decreasing.

2.1.3.3 Employment by Sectors and Forms of Work

The growing importance of the private sector is reflected in the number of employed persons,
thus 62.4% of the total employment in 2005 was within the private sector — an increase of more
than 18.5% compared to 2000. In 2005, 71.8% of the total numbers of employed persons were
employees, 5.7% were employers, 12.0% were self employed. 14.9% of the self employed were
women, and 19.6% of the employers were women In addition, 10.4 % of the total number of
persons in employment were unpaid family workers, mainly in rural farming but not formally
registered as being employed or forming part of the active labour force.

The development of the private sector only showed little effect on the development of self-
employment. Employment increase in the private sector is mainly a result of the privatization
providing incentive for the development of small and medium-sized enterprises and secondly as a
result of establishing new firms. The total share of self-employed out of the total employment
figures in the period 2000-2005 has increased by 1.5 percentage points, while the share of
employers has increased by 1.4 percentage points. In spite of these positive tendencies, the
number of employers and self-employed in the country is still at a low level. One of the reasons
is that self-employed people are engaged in the informal sector. The transfer from informal to
formal sector would increase the number of self-employed.

Employment in the agriculture sector declined from 22.31% in 2000 to 19.56% in 2005 as a
result of the privatisation and division of agricultural enterprises, denationalisation of the land as
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well as small number of registered agrarians. In 2005, 2.9% of the total number of registered
enterprises were in the area of agriculture, hunting, forestry and fishery (5,024) — of which 21.4%
were based in the rural municipalities (Statistical report 6.1.1.02, State Statistical Office). The
industrial sector share of employment decreased from decreased by 36,1% in 2000 to 4%32.3 in
2005, even though the industrial production share measured in GDP in the same period increased
by 7 % which is a result of the pressure from the global competition and the need of
strengthening the market competitiveness of industrial products. The service sector share of total
employment increased from 41.6% in 2000 to 48,2% in 2005, which is mainly due to establishing
job positions in the wholesale and retail trade, public administration, education and health.

According to the results from the 2006 Skill needs analysis on the labour market in the Republic
of Macedonia in 2007 the highest relative increase in the number of employees is expected in the
following sectors: real estate, renting, services etc; hotels and restaurants, industry. The highest
absolute increase goes to the sector of industry.

In terms of sectoral segregation, women are found in the usual sectors where they dominate in
other countries as well: health and social work, education, and financial mediation. Men are more
likely to work in agriculture and some specific service sector areas, such as real estate, transport,
and, in public administration and defence. Job segregation by sector is a significant component of
the wage gap.

In July 2005 a new Law on Labour Relations® was adopted allowing for different types of
flexible work contracts. However, a significant increase in such contracts is still to be seen.
According to the data of the Employment Agency of the Republic of Macedonia 8% of total
employment refer to part-time work since the adoption of the Law until 31.12.2006. According to
Labour Force Survey data, part-time employment represented 5% of total employment in 2005.
In the same year women’s relative share of part-time work is slightly lower (for 5 percentage
points) than that of men.

Fixed-term work contracts are the main element of labour market flexibility and can be an
opportunity for achieving permanent work contracts. According to the Law on Labour Relations,
the fixed-term work contract may be concluded for ‘work that concerning its character is of
limited duration, with or without a break, for a period of four years’. Following the expiry of that
period, fixed-term employment transfers into permanent work contract if the employee continues
his work. In 2003, the share of fixed-term contacts in the total employment was 18.1%.

According to the Informal Economy Resource Database of the ILO, a total of 152,000 persons
(men: 96,000, women: 56,000) were employed in the informal sector of urban and rural areas in
1999, which corresponds to 28 % of total employment in the same year. The informal sectors
share of GDP has been estimated at between 20 to 30%. Data are not available on informal work
by ethnic group.

Jobs in the informal sector in the Republic of Macedonia are often seasonal work, temporary
work or part-time work by workers who usually have low level of qualifications and low salaries.
Informally employed persons are usually engaged in reselling in the marketplace; however there
are other forms of employment in the illegal labour market (mostly in catering, construction,
transport, textile industry, household services etc.) and the occurrence of new untraditional forms
of informal sector activities are emerging such as translating, teaching, maintaining private
classes, offer of hardware and software services’.

8 Official Gazette of RM No. 62/05

? Activities and Measures for Legalisation of Grey Economy with Action Plan for Reducing Grey Economy - Ministry of Economy
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2.1.3.4 Unemployment

There are two sources which provide information on the unemployment level. Employment
Agency data, where unemployed and other persons register when seeking jobs, and State Statistic
Office data from (quarter) Labour Force Survey (LFS), based on a sample of 10,000 households
in line with ILO and EUROSTAT standards. There are differences in unemployment figures
between the two data sources.

Data from LFS are more precise taking into account that unemployed register with ESA for the
purpose of claiming health insurance and other benefits and are not really looking for
employment. In relation to this it should be note that National Employment Strategy 2010 and
NAPE 2006-2008 envisage measures to provide the health insurance of unemployed people
through the Health Insurance Fund.

Unemployment is a severe problem in the Republic of Macedonia. According to LFS, the
unemployment rate'® increased from 32.2% in 2000 to 37.3% in 2005. Unemployment mainly
affects young people, people with low educational qualifications, ethnic minority groups,
especially the Roma, and shows a strong regional bias towards urban areas. In 2005 women had
on average a slightly higher unemployment rate than men (38.4% opposed to 36.5%). However,
unemployment is significant among women belonging to the ethnic minority groups of Roma,
Albanians and Turks. Another striking feature of the unemployment problem is the high number
of people being unemployed for long periods.

A very high percentage of 65.4% (64% for men, 67.4% women) of unemployed persons are
unemployed for 4 years or longer (See Table 4 Annex). The percentage of long term unemployed
persons has increased steadily since 1996 (45%) of the unemployed, being a real challenge for
employment and labour market policies with all the negative effects such as deterioration of
human capital, discouragement and de-motivation.

The seriousness of the problem is also illustrated by the long-term unemployment rate, i.e. the
percentage of persons being without work for a year or longer. The long-term unemployment rate
during the period: 2000 — 2005 has been more than 80% and in 2005 it was 86.6%. Long-term
unemployment among young people is also a striking feature of the unemployment problem.
About 66% were unemployed for over one year. One of the reasons for their unfavourable
position in the labour market is lack of working experience.

67.197 young people aged 15-24 were unemployed equal to an unemployment rate of 62.6% in
this group. Unemployment of young people is therefore one of the biggest problems the Republic
of Macedonia is facing. In 2005 the unemployment rate of young people aged 15 — 19, equalled
63.5 % and was higher than that of young people aged 20-24, 62.4%. However both age groups
rates are over twice as high as the total unemployment rate of 37.3%. In the same year young
adults aged 25-27 showed also high unemployment rate of 49.5%.

The main reasons for the unemployment rate of young persons in the labour market are:
e A discrepancy between the small demand and big supply of labour force in the labour market
e The education and training systems
e The employer’s preference for persons with working experience.

* The unemployment rate is the percentage of the active part of the population who are unemployed
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The higher the level of education obtained by a person, the lower is the risk to be unemployed. In
contrast, the unemployment rate of persons without education was 53.4% in 2005 compared to
20.5% for persons with university education.

ESA data show that the largest portion of registered unemployed people is unqualified and semi-
qualified. The structure of the graduated secondary students is also very unfavourable because of
the large number of high school graduates who find it very difficult to find a job. The ESA
register shows large surplus of workforce with secondary education which is especially
manifested at the unemployed that graduated from high school (gymnasium). According to the
employers’ anticipation (2006 Skill needs analysis on the labour market in the Republic of
Macedonia) the largest portion of the new employments in the following period will be qualified
employees and semi-qualified employees.

In accordance with the preliminary results from the 2006 Skill needs analysis on the labour
market in the Republic of Macedonia from the aspect of the profile of deficient staff the
following could be stated: regarding university and college graduates there is a lack mostly for
graduated el. engineers in telecommunications and electronics. The deficit for high-school
graduates refers to the ready-made technicians, shoe-making technicians, programmers,
technicians in primary treatment of wood, etc. The shortage of qualified staff is mostly for ready-
made workers, shoe-makers, brick-layers, furriers, welders, locksmiths, waiters, etc. The shortage
for semi-qualified workers includes mostly ready-made tailors, tailors for light ready-made
clothes, agricultural workers, workers for handling the construction machines in high-building,
brick-layers etc.

As can be seen from Census 2002 Roma are most affected by unemployment and their
unemployment rate is more than twice as high as the national average. Unemployment rates for
Albanians and Turks are also high equalling at 61.2%, i.e. 58.2% respectively. Roma women
have the highest unemployment rate of 84.1% followed by Albanian women (72.9%) and Turkish
women (69.7%). High unemployment rates among Roma, Albanians and Turks can be
contributed to the low education level and to the cultural factors.

The Republic of Macedonia experiences large regional variations in unemployment due to
differences in the level of economic development and utilisations of resources. Regional
unemployment is particularly high in some rural areas and in areas where employment
opportunities have disappeared. Low geographical mobility of the population is another reason
for regional unemployment variations as well as the lack of information on job opportunities
elsewhere in the country. In 2005 the unemployment rate was 38.70% in the urban areas and
34.80% in rural areas.

2.1.3.5 Institutional Structure

Employment Service Agency (ESA)

The Employment Agency is a public institution in the Republic of Macedonia providing services
in the labour market for the requirements of employers and unemployed persons. The
Employment Agency of the Republic of Macedonia is governed by the Managing Board of the
Employment Agency comprising representatives of the government and social partners. 30
employment centres are organized within the Employment Agency whose operation covers the
entire territory of the Republic of Macedonia (Annex III, Organisational Structure 1a).

The main tasks or functions of the Employment Agency are stated in Annex III, 1b.
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According to the ESA Annual Report, 504 persons are currently working in the ESA. 44 are
working in the central Agency and almost a quarter of the remaining staff (92) is employed at the
local centre of the city of Skopje. The current situation indicates that 269 employees are
responsible for the active measures in the local employment centres and provide services to
366,408 unemployed persons, a proportion of 1:1400. This proportion cannot facilitate efficient
assistance in the integration of the unemployed persons into the labour market and an efficient
system for provision of services for the purpose of fostering employment.

Reforms in the employment service were carried out within the framework of CARDS I and II
Projects related to its organizational structure, improvement and advancement of the working
method and strengthening the capacity on the part of active policies.

The Employment Agency accomplishes its activity not only by competences laid down by Law
but also in the framework of the employment policy established in the National Employment
Strategy 2010, the National Action Plan for employment 2006-2008, the Programme of the
Government of the Republic of Macedonia 2006-2010, the Operational Plan for Active
Employment Polices for 2007 and other projects and programmes. The ESA operation is funded
from the employment contribution and the Budget of the Republic of Macedonia, whereas at least
5% of the employment contribution is allocated to active employment measures. In 2006 the
budget for active and passive employment measures was 268.9 millon denars and 5419 millon
denars accordingly. Consequently, majority of the employees are engaged in delivery of the
passive employment measures while the number of employees engaged for the active
employment measures is limited. Therefore reforms and activities for redirection of funds for
active employment measures should be taken.

State Labour Inspectorate

State Labour Inspectorate is a body within the Ministry of Labour and Social Policy, whose
job is to enforce labour regulations and carry out inspections to police compliance. The
Labour Inspectorate is understaffed and under funded to effectively manage the scope of
work. Currently around 60 labour inspectors are specializing on enforcement of the Labour
Law and labour relations in general, including in small towns only part time. The 2005 Law
on Labour Relations added authority to the Labour Inspectorate in supervision of labour
relations, including the right to ban the performance of the employer’s operations or
alternatively impose fines.

2.1.3.6 Policies and Programmes

Taking into account the high unemployment rate the unemployment problem is one of the biggest
problems of the Government and therefore the Government has continuously conducted several
policies and programs to fight with this problem. The Law on Labour Relations is regarded as a
very flexible law that is expected to encourage growth, investment, and a gradual shift in
employment from the informal sector to the formal sector, with a concomitant strengthening of
workers’ rights. In 2006 the Parliament adopted legislation'' which allows for establishment of
Temporary Employment Agencies. These agencies are expected to help regulate the temporary
employment of workers and to prevent engaging unemployed in the grey economy by regulating

1" Law on Agencies for Providing Temporary Employment for Carrying out Temporary Work (Official Gazette of RM no. 49/06). The
Agency for Temporary Employment provides a worker to an employer, for carrying out temporary work in specific cases and for a period of
not more than one year.
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their legal employment status, since great number of people were engaged for carrying out
temporary work through youth co-operatives or directly from employers without employment
contract. Further results in the strengthening the labour market flexibility are expected to come
with the establishment of alternative dispute resolution mechanisms, and a re-negotiation of
collective agreements and other similar, especially active labour market measures. These could
rebuild the skills of the unemployed, and screen out those who register as unemployed but work
in the informal sector.

The Republic of Macedonia has drafted a number of active labour market programmes provided
for in the Law on Employment and Insurance in Case of Unemployment. The Programmes are
usually supported by donors and are focused on consultation concerning employment, training,
public works, and employment of persons with disabilities and measures for encouragement to
start new businesses.

In the previous period during the creation of the policies and separate programmes for
employment, the social partners had actively participated. This has generally been achieved
through their participation in the preparation of the strategic and operational documents as well as
their passage through the Social-Economic Council (SEC). Three-partite social dialog exists and
operates on a national level through the SEC and the bi-partite dialogue through conclusion of
collective agreements (general and branch collective agreements). For overcoming the situation
from the area of employment it is necessary to develop and strengthen the three-partite social
dialogue on local level and bi-partite social dialogue on the level of an employer.

The funding of the active measures in the Republic of Macedonia is insufficient and amounting to
less than 0.09% of the GDP in 2006 compared to 0.7% in the 25 EU Member States. In 2006
compared to 2000 this percentage in the Republic of Macedonia increased since the active policy
expenditures has more than tripled achieving MKD 269 million.

In the Republic of Macedonia only employers make direct contributions to financing social
security. The contribution rate is 32 % of gross salary (21,2 % for pension and disability
insurance, 9,2 % for health insurance and 1,6 % unemployment insurance contributions). The tax
wedge is therefore a disincentive for employers to create job positions and for employment of
employees. This increased the size of the informal economy by concluding “civil law contracts'*’
for which no social contributions are payable. In this respect reforms in the tax policy have been
undertaken by introducing a flat tax with a flat tax rate for personal income and profit tax. It is
believed that the undertaken reforms will have positive effects on employment.

2.1.4 HUMAN CAPITAL

The education structure of the elder Macedonian population is less favourable compared to the
average EU member states, both in terms of number of years of formal education and in terms of
the quality of education and average skills. Hence, a relatively huge proportion of employees who
have lost their jobs due to privatization and restructuring of companies have not been able to
secure new jobs via self-employment or finding new jobs. Yet, in embracing the concept of life-
long learning Macedonia is at the very beginning, as is the concept of corporate investment in
education of employees.

12 Civil law contacts are legal contacts concluded according to the Law on Obligations. They are subject to personal income tax. However
they do not present employment in terms of Labour Law and no social contributions are payable
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The range of educational programmes does not follow fast enough the new demand for modern
methods of training and re-training of active labour force and certification of vocational and
professional qualification. Educational programmes remain approved at national level,
unconnected, closed and content instead of goal and problem-oriented, insufficiently answering
the needs of the economic, social and personal development (also from the point of view of
culture, creativity environment and health protection).

2.1.4.1 Educational Attainment

In the Republic of Macedonia, literacy levels are high by international standards and similar to
those in other countries of the region. Today, 97% of the population older than 15 can read and
write without any difficulty. Despite these high levels, illiteracy is higher among women (4.5%)
than among men (1.3%) and it is particularly worrisome among the female adult population as
there are more than three times as many adult illiterate women as there are illiterate men.
(Country Review of the employment policy in FYROM, ILO, 2006).

The structure of the education system in the Yugoslav Republic of Macedonia is as follows:

e Basic compulsory education, extending over 9 years, consist of 1 year of pre-school
education, 4 years of primary education, starting at the age of 6, and 4 years of lower
secondary education.

e After completion of compulsory education at the age of 15, students continuing at upper
secondary level, enter either general secondary or vocational education and training (VET)
programmes. Approximately two thirds of these students enrol in VET schools. The duration
of studies is from two to four years in vocational or four years in (gymnasium level) technical
schools that offer altogether 25 profiles and more than 100 specialisations.

e Post-secondary vocational training lasts from one to three years. Non-university level
higher education is normally of two or three years’ duration, and is provided within the
universities.

e Higher education is broadly unified; there is no separate polytechnic sector. The typical
course of undergraduate university studies is four years. An intermediary degree of
“specialist” is awarded for studies extended by one year in certain fields. (Country Review of
the employment policy in RM, ILO, 2006).

According to the Census of 2002 46.1 % of the total number of persons over 15 years of age do
not have formal education or have a very low level of education (illiterate, with incomplete
primary or without primary education).

4.2% of the Macedonian population are without any education, 6.8% have not completed primary
education, 35.1% have completed only primary school, 36.9% have completed upper secondary
school, 3.2% have completed the viSa Skola (college-level education) and 13.8% have completed
higher and tertiary education. This indicates that the EU target of meeting a level of completion
of upper secondary education of 85% by 2010 (for those aged 22) will be a challenge for the
Republic of Macedonia. (Country Analysis for IPA Programming in the field of HRD, European
Training Foundation 2006)

Since the late 1990s gross enrolment rates in education have increased at all levels except for
primary education which was 98% for both boys and girls in 2004. Secondary enrolment rates
were 85% for boys and 83% for girls in 2004. Enrolment ratios are quite low especially in respect
of pre-primary (32% in 2004) and tertiary enrolment (28% in 2004). When looking at overall
national data, there are no significant gender differences in enrolment rates, except at university
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level where women’s enrolment rates are higher than for men, i.e. 33% for women and 23% for
men in 2004. (Country Review of the employment policy in RM, ILO, 2006).

Substantial inequalities in educational participation rates remain between ethnic groups, in
particular for ethnic Roma, Albanians and Turks. This division is particularly pronounced among
girls. Gross enrolment rate in rural areas amount to 62.36% and is significantly lower than in
urban areas: 78.52%.

In spite of strong emphasis in legislation and government policies on equal opportunities for
education, school attainment varies significantly in the different ethnic groups. While in primary
education the participation is proportional to the ethnic composition of the population, there are
important differences at the higher education levels. The Macedonian speakers, who are 67% of
the population, have 77% of all students in secondary education and 89% in tertiary education.
The Albanian community, 23% of the population, accounts for only 17% of secondary and 5% of
tertiary students, in the public institutions. The Roma constitute 2.2% of the population and have
a good level of attendance in primary education, but comprise only 0.5% of secondary and 0.3%
of higher education students. (Country Review of the employment policy in RM, ILO, 2006).

Regarding the quality of educational outputs, data on the learning achievement of students
from two international studies, the Third International Mathematics and Science Study
(TIMSS) and the Programme for International Student Assessment (PISA) identified the
relatively poor performance of Macedonian students. In particular, the average test scores of
the Macedonian students in the 2003 TIMSS were 7% and 5% lower than the international
average in mathematics and science, respectively, and the lowest of all CEECs included in
the study. Similarly, in the PISA 2001, a study that assesses the ability of 15-year-olds to
apply their knowledge acquired in school to real world issues rather than assessing how much
of what has been taught they have learned, Macedonia was among the four worst performers
with two-thirds of male pupils facing serious deficiencies in reading literacy. Hence the need
to undertake deep reforms at all levels and segments of the education system, that are
curricula content and design, teaching methods and process, educational institutions and
assessment.

As we can see in Table 1.19, ethnic based disparities in education are particularly evident as
regards gender. Thus, ethnic Macedonian girls are included in an equal proportion to ethnic
Macedonian boys, but this is not the case for girls from other ethnic groups. Ethnic Albanian,
Turkish or Roma girls are equally included in primary education but their participation is lower
than for boys at the secondary level. Apart from the cultural patterns this could be also related to
economic reasons — the structure of employment opportunities may encourage girls to enter the
labour force earlier than boys, who could have more difficulties in finding employment,
particularly in rural areas. Similar socio-economic reasons determine the high drop-out rate in the
Republic of Macedonia, which is also highly uneven territorially as well as by ethnic group.
(Country Review of the employment policy in RM, ILO, 2006).

(Table 6 Annex II).

2.1.4.2 Dropout Rates

Data on the number of graduated students is scarce and not disaggregated by sex. Available data
on numbers of graduated students from universities show that the completion rates are relatively
low, typically about 50% or less. Available data on drop out rates show that these are high and
highly uneven territorially as well as by ethnic group. The steepest drop-off points are between

29

Draft Multi-annual Operational Programme “Human Resource Development” 2007-13, IPA Component IV



basic and secondary and between upper secondary and tertiary education. The question then
arises whether these drop-offs are due to students dropping out voluntarily, or due to ‘push-out’
by the selection system at transition points. (Country Review of the employment policy in RM,
ILO, 2006).

According to statistical data and analysis of enrolment and dropouts of the education, it is
noticeable that the problems mainly occur in the rural areas (in the mountain regions) and by
some ethnical groups (mostly Roma population) regardless of their place of residence. There are
numerous reasons for this but the following are the most influential:

e Worsening of socio-economic conditions

e The distance to schools,

e The impact of the traditional beliefs

e Lack of state pre-educational institutions in the rural areas.

The annual rate of dropouts of primary school in 2002 (State Statistical Office) was 1.71%.
(From the total number of students in the primary education 56.39% were Macedonians; 33.18%
Albanians; 4.20% Turks; 3.49% Roma; 1.00% Serbs; 0.18% Vlachs; and 1.55% others.) The
figures in the brackets are referring to the structure of the students belonging to the ethnical
community (Table 7 Annex II).

The premature dropout is a trend that has been present in Macedonia for a considerably long
period of time. An analysis of the vertical progress of the students in the primary education shows
that 95.52% from the generation enrolled in the primary education in 1991/1992 continued their
education in B class, but only 88.32% of them finished primary education. This means that
11.67% from this generation is “lost” somewhere during the eight years of education.

Table 1.10 shows that the percentage of students who have finished primary education and
enrolled in secondary schools 1999/2000 is 87.58% and for 2003/2004 that percent is 88.09%.
Still, that percent in relation to the number of enrolled in primary education for the same
generation is 77. 35% and only 69.32% from them succeed to enrol in secondary education full
deadline. The rate of finalising secondary education has improved during the period 1999-2003
from 87.41% to 91.26%. (Table 8 and 9 Annex II).

The records for the period of 1997/1998 to 2002/2003 show that the participation of students
from Macedonian and Serbian ethnical groups has decreased, contrary to the increase of students
from the other ethnical groups especially from Albanian and Romanian groups, as participants in
the total number of students who finish secondary education (Table 10, 11 and 12 Annex II).

One of the major problems in secondary and post-secondary education is the failure to increase
employment in the country. On the contrary, the number of unemployed young people of 15-24
years having finished secondary school is increasing. The secondary schools have been subject to
centralized planning and have not been able to respond to the labour market needs at local and
regional level. The centralized system has generated serious problems like inability to develop
and adjust curriculum according to changed demands from industry and other social and
economic partners in the society. Schools were not empowered to cooperate with appropriate
local and national representatives from the labour market on curriculum development.

With the ongoing process of decentralization in education and passing of the Law for vocational
education and training, most responsibilities except external quality control of the education are
being transferred to the local and school level. Almost all secondary schools and local authorities
are now responsible for the quality of higher education. The municipalities within Skopje will
become founders and owners of the secondary schools property, are responsible for the financial
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issues and can decide if schools should be opened or closed. Since the maintenance of secondary
schools will also be the responsibility of the municipalities, there is a risk that the local budgets
will not be able to accommodate the financial burden which decentralization of the secondary
schools will imply.

The development of a decentralised model is also hindered by:

(i) the limited institutional capacity (in terms of expertise and availability of institutions) at
central level to provide professional support to schools in the implementation of the reform;

(i1) the low participation of social partners; and

(ii1) limited resources. (Country Analysis for IPA Programming in the field of HRD, European
Training Foundation 2006)

2.1.4.3 Adult Education

Elementary adult education is an integrated part of the educational system. It should enable the
attendees to acquire the necessary skills, knowledge and expertise for social inclusion and easy
access to the labour market. However, the opportunities for adult education are limited and the
same apply for continued training for the employed and unemployed.

According to the Law on Primary Education, the elementary education of adults can be organized
both in ordinary schools and in institutions for adult education or other institutions. The
elementary education for adults is realising in13 ordinary schools, 1 special school for adult
education and worker’s and people’s universities. The classes in schools for adult education are
conducted in Macedonian and Albanian languages.

The elementary education for adults can also be attended by persons who haven’t completed
basic education and who are older than fifteen years of age. Such education is organized and
accomplished in accordance with separate teaching syllabi and curricula. The instruction is
organized as full-time and as preparatory, depending on the age, the psycho-physical capabilities
of the person and his/her capability for self-education. The secondary education of adults (part-
time students) is an integral part of the regular education in the secondary schools.

Full-time and part-time students who have completed the elementary education can enrol in
secondary vocational school attending for periods of two, three and four years. In addition, there
is specialist education according to separate programs. To enrol, the candidates should have
completed the four-year programmes, have working experience from two to five years,
depending on the course or the type of the specialist education. In the vocational training of
duration up to two years, persons without completed elementary education can also enrol and
should complete elementary education together with the vocational training.

Adult education and training are mostly present in the following types of curricula:

e Vocational education in schools in accordance with curricula verified by the state institutions;

e Curricula and courses at the workers’ vocational training centres that are developed according
to labour market development as well as of the personal needs of the candidates. At the
workers’ vocational training centres curricula and courses with different durations are
realized;

e Curricula for vocational training, additional training and specialization, after or in addition to
secondary vocational education.

Within the last decade, a considerable number of private institutions offering non-formal and
informal education and training have been established in the country. The students in these
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institutions acquire certain skills, abilities and competences. However, there are no mechanisms
for comparing the non-formal and informal qualifications to the ones acquired by formal
education. In order to achieve this goal, it is necessary to create mechanisms to verify the
acquired knowledge and skills via accredited diplomas/certificates.

2.1.4.4 Vocational Education and Training

Vocational education and training (VET) starts after the completion of primary education and is
parallel to general secondary education. The vocational secondary education is realising through
the programmes for 4 years, 3 years and 2 years vocational education and training. The 4 years
vocational education covers 14 reformed occupational clusters corresponding to 43 education
profiles, and is corresponding to the level of general secondary education (gymnasium). The 3
and 2 years VET programmes are unreformed and they cover 18 occupational clusters for 90
educational profiles for 3 years VET programme and 20 educational profiles for 2 years VET
programme. . Data on enrolment trends from 2001 show a gradual decrease in enrolment in VET
during the last 10 years of almost 20%. (Country Review of the employment policy in RM, ILO,
2006).

The structure of vocational education and training is as follows:

e Two-year VET programmes provide training for immediate employment. These
programmes cover general and vocational education with practical sessions. The range of the
practical sessions depends on the type of the educational profile. In some profiles 75% of the
time is devoted to the VET with an emphasis on the practical sessions and 25% to the study
of the student’s mother tongue and public affairs. The practical sessions take 40% of the time
foreseen for vocational training. After the completion of these programmes, which cover 14
occupational profiles, the students cannot advance vertically in the structure, so if they want a
higher level education they can enrol in the first year of a three-year VET school.

e The three-year programmes cover general education, VET and practical work. In some
profiles VET covers 45%, and the general education up to 55% of time. After completing the
three-year programme, which cover 40 educational profiles, students can easily continue their
education for another year in order to acquire a four-year vocational education.

e VET lasting four years is the most attractive for students. This type of education has two
goals: preparation for university study and acquisition of sufficient knowledge for
employment in the field of industry, trade, tourism, and other clusters chosen by the students.
The curricula cover general education, vocational-theoretical subjects and practice sessions
(35-40% of the teaching time is offered to general education and 60-65% to vocational
education and training). Four-year vocational education and training education ends with a
final exam and cover 57 educational profiles. A diploma from a completed four-year
vocational education and training gives the right to take the entrance exam to an appropriate
university faculty.

(Country Review of the employment policy in RM, ILO, 2006).

The VET system in the Republic of Macedonia is facing some important challenges. The Law for
Secondary education (1995) treats initial VET as a pathway through the secondary education
system but it does not make reference to the essential links between the VET system and the
labour market and makes no provision for dialogue among the actors involved. In order to
overcome these problems in May 2006 the Law on vocational education and training was passed
Because of the low allocation of resources, vocational schools suffer from the lack of adequate
equipment which influences the quality and effectiveness of training provided to students. A high
degree of centralisation characterises management and financing of the VET system as well as
the curriculum and teaching/learning aspects of it. Due to several internal and external constraints
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the Republic of Macedonia is facing difficulties to develop a decentralised model of VET
provision.

Internal factors include
(1) limited institutional capacity (in terms of expertise and availability of institutions) at
central level to provide professional support to schools in the implementation of the
reform,
(i) (ii) the low participation of social partners.

External factors include
(i) asub-national public administration system in transformation
(i) (i1) limited resources available. (Country Review of the employment policy in RM, ILO,
2006).

Adult education and training has been weakened substantially during the recent years with only a
miniscule number of the adult population receiving training. The most frequent providers for
vocational education and training of the youth and adults are: vocational secondary schools;
workers and people’s universities; centres for foreign languages; centres for computer education;
associations of technical culture; NGOs, civil organizations; centres for education and training
within the enterprises. The Workers University is the main-training provider of adult VET.
Originally these institutions were set up by the Trade Unions during the old system and were
pushed aside during the reform of the educational system of the 1980s. As a result they were
forced to continue as quasi-private bodies including the provision of their own funding by selling
education and training services. The Workers University has survived and has now developed as
a significant provider of language, computer and some specific skills training both for the
employed and the unemployed. (Country Review of the employment policy in RM, ILO, 2006).

Most educational institutions in the Republic of Macedonia owned and managed by the state.
There were four private VET schools in the 2001/02 academic year. At university level there are
the two state universities and SEEU is the principal private institution, along with some smaller
graduate programmes and new institutions. (Country Review of the employment policy in RM,
ILO, 2006). The VET support infrastructure is in an embryonic stage, but the new VET Law
adopted on 30 May 2006 by the Parliament gives the legal basis for the establishment of the VET
Centre.

2.1.4.5 Institutional Structure

There are significant developments in terms of decentralisation of the education system in the
country. The changes in education legislation regarding schools headmasters and piloting of
Matura as National Standard Assessment in 36 secondary schools in the country, which took
place in May and November 2006, is a big challenge for the country. Still, the coherent model
and picture of future roles and responsibilities of municipalities, as well as other actors, needs to
be further developed.

There are 93 public secondary schools out of which 15 provide only gymnasium education while
the remaining are either vocational (46) or a mixture of both in the same building (26) and 4
special secondary schools. Four-year VET programmes are the most attractive and prepare for
higher education as well as the labour market. The transition rate from VET schools to tertiary
education is about 27% (Country Analysis for IPA Programming in the field of HRD, European
Training Foundation 2006)
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Education in the mother tongue of the ethnic communities is a constitutional right and available
as such in the system of primary and secondary education. There are several university study
programs for minority languages and since 2004, there is an official public university with
Albanian as the language of instruction- the State University in Tetovo. Also another private
University — South-East European University in Tetovo has lectures at three languages of
instruction — Macedonian, Albanian and English.

2.1.4.6 Policies and Programmes

In spring 2005, the Parliament of the Republic of Macedonia adopted a “National Strategy for
Development of Education 2005-2015”, which aims at promoting education for all, increasing
social partnership, supporting activities of non-governmental and voluntary associations in the
field of lifelong learning, linking formal and informal education, increasing the opportunities for
educational mobility and raising the adults’ professional and social competences. As part of an
effort to implement the reforms in education envisaged in the Strategy, in April 2006, the
Parliament has endorsed programmes for the development of Pre-school Education, Primary
Education, Secondary and Post-secondary education, Higher Education, Professional Education
of the Teaching Staff, Quality Control in Education, Institutional Support to the Reform in
Education, Development of ICT in Education and Development of Adult Education in the
Context of Lifelong Learning.

Measures for increased scope in mandatory education are:

e The Ministry of Education and Science and the local government will introduce financial
benefits (state and local funds, scholarships) for children that come from social endangered
families).

e The government will implement incentives, but in specific cases also penal measures, for all
parents who don’t allow their children to attend school.

e The Ministry of Education and Science consider formal forms of education will ensure
opportunities for organizing the tuition in mother tongue, and also strengthen the learning of
the Macedonian language for children, belonging to ethnical groups following the tuition in
their mother tongue. However, this possibility does not exist in the tuition programme in the
upper classes or degrees.

The Strategy for Adult Education in the Context of Lifelong Learning 2006 — 2015 is followed by
specific measures in the second half of 2006. The Ministry of Education and Science is in the
process of drafting the Law on Adult Education and the full draft will be ready in the first half of
March 2007.

Concerning vocational education and training, the new VET Law was adopted on 30 May 2006
by the Parliament and it gives the legal basis for the establishment of the VET Centre. The
necessary training activities of the VET Centre staff are taking place.

The Government of the Republic of Macedonia is currently engaged in modernizing the VET
system and for this purpose a strategy for the development of VET for 2000-2010 has been
adopted. This strategy recognises the crucial role of human resources for future economic and
social development of the country and underlines the role that vocational education and training
plays in:

(1) Developing knowledge, skills and attitudes relevant for work;

(i1) Enabling the realisation of individual educational aspirations and occupational careers; and
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(ii1) Laying the foundation for lifelong learning.

The VET strategy identifies inter alia the following benchmarks for the process of reform:
democracy, high quality, coherence and continuity, labour market relevancy and flexibility, social
partnership, transparency, integration of general and vocational subjects and life-long learning.
More specifically, it promotes vocational education and training; ensures quality curricula and
syllabi based upon technological development; involves the business community and local
government as active participants in creating vocational school policy and training (through the
establishment of a National Council for Vocational Education and Training); provides knowledge
standards; designs a catalogue of professions etc. (Country Review of the employment policy in
RM, ILO, 2006).

Currently activities for changes of the Law on Secondary Education and for introduction of a
mandatory secondary education are on-going. Also the Amendments of the Law on Primary
education, which envisage changes in the structure of primary education (3+3+3 years) are on-
going. and for introduction of a mandatory secondary education are on-going. In order to improve
the quality of the education system and provide a full computer literacy among the pupils, the
Government is planning to implement a project called “Computers for all”.

2.1.5 SOCIAL INCLUSION
2.1.5.1 Socio-economic Developments

Poverty is a multidimensional problem, which, in addition to the economic issues, also
includes social, political and cultural ones. Therefore, poverty reduction cannot rely
exclusively on the economic policy, but also on complex, well-coordinated measures in
several areas. Still, the economic growth is a significant factor that affects poverty. The long-
term economic growth reduces poverty directly by creating new jobs and increasing the
actual available household income. However, not less important are the indirect effects of the
economic growth. It increases the budget resources that are at disposal of the government for
social programs, improvement of the quality and availability of education, and investment in
infrastructure. Simultaneously, economic strengthening of the country creates possibilities for
expansion of democracy and elimination of social discrimination due to gender, cultural,
traditional, ethnic and religious considerations.

Since the independence in 1991, the Republic of Macedonia has passed through a complex
process of transition conditioned by a series of economic and political occurrences and
changes, (changes in the structure of the accessible markets, production, trade liaisons,
political constraints, security crisis), reflecting on the standard of living and the general social
welfare of the citizens of the Republic of Macedonia. Thus the problems of poverty and
social exclusion appeared as a new social problems in the country.

The first governmental strategic document aimed at combating poverty was the National
Strategy for Poverty Reduction (NSPR), published in 2002. This document, represents the
first multi-sector and multi-discipline analysis of the poverty problem.

Latest published research on poverty is World Bank Poverty Assessment (2005) for the
period 2002-2003. According to this report: the consumption, poverty (according to the basic
needs) is 21.7%; the non-financial dimension of the poverty (sub-standard conditions for
housing and the low level of education) for now, additional 30% of the population; and the
poverty rate in Skopje, other urban centers and rural areas are similarly estimated, between
20% and 22%. These indicators show that 51% of the population suffers different types of
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poverty, and it can be concluded that the most concerned households are those with more
members, the households where the head of the family is under forty and has no
qualifications or has low educational level.

With aim to assess mostly affected groups with problems of poverty and social exclusion, within
the NSPR in 2002 following categories were classified as most vulnerable:

1 The traditional poor, who are made up of rural, farming households;

2 The new poor, who are non-agricultural households with low-paid workers and the
unemployed;

3 The chronic poor, who are pensioners, elderly without pensions, the disabled, or others
without permanent income .

The common features of poor individuals/households are:

Low education level. The largest section of poor household members is with incomplete
primary education or with completed only primary education. This is mostly present in rural
households, which contributes to increasing the risk of impoverishment and in the long run,
they are faced with the risk of deepening their poverty;

Risk economic status on the labour market. Most of the unemployed poor people are
unemployed for a long time, or if they are employed, their job is usually not secure. Most of
them are employed in the informal sector, which does not decrease the risk from further
impoverishment. The consequences of the uncertain status in the labour market are more
evident in the smaller urban region and rural areas. The main reason for this is that the labour
market in these regions is limited and less flexible. At the same time there are less
opportunities for re-training the poor as a way for their adaptation to the labour market
demand. Most unemployed persons are registered in the Employment Bureau, but at the same
time they are working in the informal sector.

Poor living conditions. Poor people, especially the traditionally and the chronically poor, live
in very poor housing conditions. This is notable in rural areas and suburbs of the bigger urban
regions.

Poor health condition. The low education level, poor living conditions, and above all, the
long-lasting poverty affect the health situation of the majority of the poor;

Social justice/injustice. Aside from the quantitative, measurable features of poor
individuals/households the qualitative features of the poverty are also evident. As a result of
the process of impoverishment and long-lasting poverty most of the poor households have a
distinctive feeling of social injustice.

2.1.5.2 Main Poverty Profiles

In Macedonia, in the process of poverty measuring, the “double method” is practiced, i.e.
combination of the relative and the subjective method of poverty line assessment. The
relative method of poverty is based upon assessment of a relative living standard, defined as
an indispensable level of existence. This standard is defined as 70 percent of the medial
equivalent consumption of the households.
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During the period 1997 — 2000, the number of the poor population has increased by 2.7%.
One of the risk factors for impoverishment is the place of residence. Statistics provide data on
the regional distribution of poverty in the Republic of Macedonia and for the urban and rural
areas, and separately for Skopje. Due to fewer employment opportunities, particularly for the
elderly persons with low qualifications, the smaller urban areas and rural communities are
faced with high risk for impoverishment. At the same time, these locations have limited
opportunities for vocational education and training, which contributes to the low education
level of the young population from the low-income households, thus creating a high risk of
their categorization as chronically poor.

The poverty measurements in the capital city of Skopje reveal dynamical impoverishment of
the population. Although in 2000 a decline in the total percentage of poor households
compared to the previous years was noticeable, almost 25% of the populations of the capital
city are poor with significant deepening of their poverty (Table 13, Annex II). This
introduces the need of special treatment of Skopje as a location with many specific features
with simultaneous strong influences of many factors, which decrease the living and the total
standard of its citizens. The basic reason for the dramatic changes in the living standard of
the citizens of Skopje is social stratification, which is most intensive in the capital city.

A fundamental factor that has an influence on the risk of impoverishment is the education
level (Table 14, Annex II). In Skopje, in a few years period, a high level of impoverishment
especially for people without education is evident. In 2000, from the total number of people
without education, 63.3 percent are poor. What is of even more concern is the process of
impoverishment of individuals with high education, especially in the other urban areas. This
confirms the limitation of employment possibilities in small urban areas.

Unemployed persons comprise the most vulnerable category of the population. Also
employed persons with low qualifications, insecure working arrangements and irregular
salaries are in this category (Table 15, Annex II). From the total number of households with
only one employed member in 1997, 19.2% were poor; increasing up to 20% in 2000. The
simultaneous deepening of their poverty indicates that their main risk factor is the education
level accompanied by the vocation and the age. The dynamics of impoverishment reveals the
conclusion that due to the low qualifications of these employed people, improvement of the
living standard of their households cannot be expected. From the total number of households
with two or more employed members in 1997, 9.8 % were below the poverty line, and in
2000, 6.8%. At the same time data shows a decline in the depth of their poverty. Because the
poverty gap index is so low, only a small amount of financial aid to the family budget of
these households could pull them out from the category of poor households.

Data from several years of poverty measurements indicate that the most vulnerable group is
the group of households with no employed member. In 1997, 26% of these types of
households were poor, and in 2000 almost 50% of these types of households were poor, with
a high poverty gap indicator.

According to the World Bank (Poverty Assessment for 2002-03, October, 2005), relative
poverty lines imply that poverty is a question of inequality only and disregard unfulfilled
basic needs. Under this approach, whether a person is judged poor depends not on whether he
has a certain level of consumption or income but entirely on how little he has compared to
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others. The official poverty line in Macedonia is a relative poverty line set at 70% of median
household expenditures. In EU the relative poverty line is set at 60% of income.

An estimated 21.7% of the population lived below the cost-of-basic-needs poverty line in
2003. This means that about 445,000 persons in Macedonia were unable to meet their basic
food and non-food needs. Of these persons, 113,000 had consumption expenditures below the
amount needed to purchase the minimum food basket indicating that they suffered from
extreme deprivation and most likely were malnourished.

Poverty remained stagnant between 2002 and 2003 in FYR Macedonia. The share of the
population living in poverty increased slightly from 21.4% to 21.7%. Though the increase is
not statistically significant, it is consistent with the decrease in average living standards seen
in Macedonia during that period.

Between 2002 and 2003 there was a convergence in poverty headcount indices across
Macedonia's urban and rural areas. In Skopje, the share of its population living in poverty
increased marginally, from 19.9% to 20.4%. Poverty rates increased quite significantly in
other urban areas, from 17.5% to 21.8%, while falling in rural areas, from 25.3% to 22.3%.
As a result, poverty rates were, by 2003, almost uniform across the country.

With regards to the assessment of social exclusion there is a very modest sources of data
within overall lack of statistics. There is an initial analysis of some of the Laeken indicators -
indicators on poverty and social inclusion, those that are within the scope of the United
Nations Millennium Development Goals presented in the National Report on MDG, 2005.
This report includes 7 of the 18 Laeken indicators.

Lacken indicators (according to the Millennium Development Report)

Laeken Indicator 2003 2004
share of the persons living in n.a. 27,7
jobless households
long-term unemployment rate 31,2 31,7
long-term unemployment share 85,1 85,4
very long-term unemployment 27,9 27,6
rate
Distribution of income (Gini 293 n.a.
coefficient)
73.21 (all)
Male female
70,8 75,74
Persons with a low educational 43
attainment
(ISCED 0-2)

Source: Millennium Development Report, 2006

The ,,persons living in jobless households* is a Laeken indicator which shows the number of
persons aged 0-65 living in eligible households where none of the members is working as a
percentage (proportion) of the total population aged 0-65 who are living in eligible
households. The share of the persons living in jobless households in 2004 was 27.7 percent.
The poverty rate in households with no employed members in 2003 was 36.1 percent.
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The data concerning 3 Laeken indicators on long-term unemployment rate, long-term
unemployment share and the very long-term unemployment rate are also available. These
figures are quite high according to all of the three indicators. The long-term unemployment
rate is the total number of long-term unemployed (at least 12 months) as a percentage of the
total active population aged 15-64. The rate of long-term unemployed in 2003 was 31.2 while
in 2004 was 31.7. The long-term unemployment share is the total number of long-term
unemployed (at least 12 months) as a percentage of the total number of unemployed. In 2003,
this share was 85.1 while in 2004 it was 85.4. The very long-term unemployment rate is the
total number of very long-term unemployed (at least 24 months) as a percentage of the total
active population. This rate in 2003 was 27.9 while in 2004 it was 27.6. These figures
confirm the general unemployment in Macedonia is not only extremely high, but it is also of
long-term character. Hence, unemployment rather than low income has become one of the
key factors of poverty and social exclusion.

Gini coefficient is used to measure income inequality, but can be used to measure any form
of uneven distribution. For 2003, Gini coefficient/index was 29.3%. According to earlier
analysis the Gini coefficient for the period 2000 was 34.74%. Disaggregated among different
types of households, the Gini coefficient in 2000 was 25.93% among agricultural households,
35.96% among non-agricultural households and 30.84% among combined households. This
showed that the agricultural households were in a better position in regard to other types of
households due to their capability of self-employment.

Life expectancy at birth is another EU indicator that is included as an indicator measuring
progress under the poverty reduction goal. Though the indicator relates to health and gives an
indication of the efficiency of the healthcare system, it also predicts the future ability of
society to fight poverty and social exclusion, and largely depends on the general development
level of the society. This indicator is defined as the number of years a person may be
expected to live, starting at age 0, if subjected through their lives to the current mortality
conditions. For Former Yugoslav Republic of Macedonia, this indicator for the period
2001/2003 was 73.21 for all, and 70.8 years for man and 75.7 for women.

Persons with a low educational attainment is the Laeken indicator which is defined as the
percentage (proportion) of the total population of 25-64 years olds who have achieved
ISCED level two or less. According to the data provided by the population census of 2002,
the figure is 0.46 percent. However a look at the share of female students by level of
education, shows that girls living in rural areas or coming from lower social strata and/or
belonging to a specific ethnic group, such as the Roma or to a certain extent, ethnic Albanian,
are at the highest risk of being excluded from the educational system at an early stage. In
terms of vertical mobility it is obvious that with each subsequent level of education, the
number of Roma girls decreases dramatically. This situation is largely due to an incomplete
inclusion of girls in primary education and a high percentage of drop outs during schooling.
The general drop-out rate is below 2 percent, but in the case of the Roma population, it stands
at about 10 percent.

Within the aspirations of the country for EU accession it is envisaged preparation of JIM —
Joint Memorandum on Social Inclusion — the first document in the field of social protection
(covering three strands: social inclusion, pensions, health and long-term care) — signed by
candidate country and European Commission (before the accession). The purpose is to
prepare the country for full participation in the open method of coordination on social
protection and social inclusion upon accession. One of the essential parts of this document
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are statistics according to Laeken indicators. In April, this year DG EMPL has a mission to
explore preparatory steps of the country in the areas of employment, social inclusion and
social protection. The issue on statistics was also highlighted as one of the priority areas that
should be developed in the forthcoming period.

This condition, largely restricts and thwarts the accessibility to the resources and services and
simultaneously increases the risk of social excluding for these particular, specifically
vulnerable groups of citizens.

2.1.5.3 Poverty and Ethnic Communities

There are no available statistics in Macedonia on poverty related to ethnic minorities besides the
Roma part of the population. Sources coming from Roma organizations suggest that the real
number of Roma in Macedonia is somewhere around 80,000 (or 3.9%). Other sources (again
from the Roma environment) consider that the Roma population in the state is far larger than
the officially presented figure and that in fact there are 135,490 or about 6.7% of the
population. The largest concentration of Roma, according to this data is of course in Skopje
69,120, then comes Prilep 12,000, Kumanovo 6,500, Strumica 6,500, Tetovo 6,000, Stip
5,000, Bitola 5,000, Kocani 3,500, Veles 4,000, Vinica 3,000, Gostivar 3,000, Kicevo 3,000
and so on.

A Strategy for Roma in the republic of Macedonia, December 2004, describes the situation of
the Roma. Data shows that the largest number of Roma in Macedonia live in urban
settlements (95%), and they are more concentrated in the poorer areas (ghettoes) or suburban
areas.

The fact that large portion of the Roma looking for work still do not have the necessary level
of education in order to be more competitive on the labour market makes the situation of the
Roma population even more unfavourable. Official data show that in the year 2000 from the
total number of unemployed registered in the Employment Agency of the Republic of
Macedonia 4% were Roma, and of these one half have incomplete elementary education.. In
the same year for each officially employed Roma there were three unemployed
(approximately). When we compare the total labour force according to ethnic structure, it is
evident that the Roma have the highest percentage of unemployed persons, always over 70%
compared to the other groups who in that period registered unemployment of around 30%,
and up to 49%.

The slow transition, the bad economic situation, the large number of unemployed additionally
deteriorates the situation of the large number of Roma in the Republic of Macedonia, as far
as existence is concerned. At the same time, the slow privatization of large economic entities
has led to the release of a large number of employees. This has also affected the Roma
holding positions that require unskilled labour. In conditions where new jobs are not created
and the army of unemployed is increasing, opportunities for new employment are reduced to
the minimum. In such conditions, the monthly social assistance (Denar value equal to 50
Euro) received by relatively large number of the Roma population is the only source of
regular income for them.

Besides regular employment, work in the informal sector (small trade, informal economy,
hygiene maintenance, cleaning houses), as well as seasonal labour are considered as other
main sources of income for the Roma population. According to the figures for 1996, 11.7%
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of the total number of households that are beneficiaries of social assistance are Roma, of
those the largest portion were unskilled workers. Data in 2003 show that from the total
number of households in the Republic of Macedonia that receive social assistance (64,500),
again, around 12 percent are families belonging to the Roma community (approximately
7,700 households). This trend shows that the Roma, to a large extent, become dependent of
the social assistance they receive in the long run because they are unable to improve their
current position. The Roma citizen organizations estimate that at the moment around 85
percent of the Roma are social assistance beneficiaries.

Although there are no available data specified on poverty rates for other minorities some
assumptions could be made considering unemployment rate and educational level as well as
participation in labour market of specific groups among other minorities, e.g.

In the period 2000-2005, the female employment rates were significantly lower than those of
men: In 2005 male employment rate was 41.2% while female employment rate only
amounted to 26.6%, while participation rates by women of ethnic Albanian origin were only
9.7%. Also, sectors where women tend to work are usually underpaid, net of their
educational, skills, and time requirements. In addition substantial inequalities in educational
participation rates remain between ethnic groups, in particular for ethnic Roma, Albanians
and Turks. This division is particularly pronounced among girls. Gross enrolment rate in
rural areas amount to 62.36% and is significantly lower than in urban areas: 78.52%.

2.1.5.4 Vulnerable Groups

A number of groups in Macedonia can be considered as especially vulnerable and holding much
marginalized positions on the labor market. Their exclusion in a wider sense is multidimensional
and it is conditioned by the lack of security, uncertain possibilities for obtaining income and
limited possibilities for real participation in the every day life, whereas the limited accessibility to
the supporting systems in the community in general, reduces their life possibilities. These groups
include:

Children without parents or parental care

Single parents

Street children

Victims of Family Violence

Homeless persons

Persons who use and abuse drugs and other psychotropic substances
Elderly people

Children without Parents or Parental Care

In the 27 Centers for Social Services (CSS) in the Republic of Macedonia, a total of 1,548
children and youth are recorded, 1,111 at the age of 18 and 437 at the age of 18 — 26. Financial
assistance is provided to a person, who up to the age of 18 has had a status of a child without
parents or parental care; single-use financial assistance or assistance in kind; accommodation in
sheltering family, accommodation in an institution for social protection; accommodation in other
institutions; right to housing; health care (if he/she cannot obtain it on other basis); direction to
education and enabling; assistance in employment.

A certain number of children have some health problem, which is often connected to
development disabilities and therefore they have the status of children with special needs and for
them, during their lifetime, the state takes activities for prolonged care and protection. These
children and youth need a special treatment during the planning of their education and
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employment. According to the type of education of the children, most often elementary and
secondary, there is a need for a bigger stimulation of children for studying, obtaining higher
education and professional direction towards completing suitable education for easier
employment in the native environment. There is no priority for their enrolment in the educational
institutions for using scholarships, student credits, and boarding — school accommodation. The
number of employed, of the children without parents or parental care, of those that had completed
certain education is around 25%.

Single Parents

According to the Law on Social protection, single parents have certain rights. A pregnant single
woman has the right to accommodation one month before delivery in an institution and up the
age of three months of the child. Single parents have the right to financial assistance — a single
mother during the pregnancy one month before the delivery and a single parent with a child up to
the age of 3 of the child. According to the data from the Statistic Newsletter of the PISID (2005),
a total of 831 single parents, 51 men and 771 women are registered with the CSSs.

Street Children

A total of 459 street children were recorded only in the territory of Skopje during the last
assessment of the number and condition related to the problem concerning street children in
2006. So far, there is only one Centre established in the country as an out-of-institutional form for
sheltering street children. In 2007 opening of another such centre has been envisaged.

In the activities of the Daily Centre 290 children are included on the daily basis. In the Centre,
children are facilitated conditions for satisfying basic children needs through different scope of
activities, from acquiring essential skills and habits, administrative services (documents and etc.)
to activities including education, pedagogical and psychosocial strengthening of the children.
Each of the children who have been provided services in the Daily Centre are vaccinated and
have regular medical checks. Until now, as a direct influence of the work with the children in the
Daily Centre, 51 children have been included with the regular educational system (Table 16,
Annex II).

Victims of Family Violence

The fact that family violence is to great extent treated as 'private matter’, in particular, in the
institutions which have legal capacity to interfere, contributed to minimum level of enforcement
of the provisions that regulate family violence. With regard to promotion of the public awareness
concerning the issue of family violence, the Ministry of Labour and Social Policy in cooperation
with other ministerial sectors and the NGO sector, has initiated and participated in 3 national
campaigns. In order to enable appropriate protection and assistance to the victims of family
violence, services within the Centers of Social Works (CSW) active with the victims of family
violence as well as a network of shelters for the victims of family violence have been established
in 6 towns: Skopje; Bitola; Kocani; Strumica; Ohrid and Kumanovo. (Table 17, Annex II)

From 2004 to 2005, through multi-ministerial training, 86 professionals from different areas were
trained: social protection; police, health; judiciary and nongovernmental sector. For the purpose
of introducing national base of trained professionals to further realize training for their colleagues
on local level, in December 2006 Training for Trainers was realized to work with victims of
family violence in local community following which a core of 14 trained professionals from
different sectors was established. The existence of such base of national and trained professionals
is significant and necessity for application of the model and concept of work with victims of
family violence on local level.
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The Family Law envisages protection measures which provide different types of services:
accommodation in Centre for Victims of Family Violence; appropriate health protection;
appropriate psycho-social intervention and treatment; referring to adequate counseling service;
schooling for children; report to persecution body; instituting procedure before the competent
court; provision of legal advice and advocacy; if required, submission of claim to court to impose
temporary protection measure.

Homeless Persons
One reception centre for homeless has been opened where currently 53 persons reside. Structural
multi-ministerial approach is missing in the protection and help to this target group.

Persons who use and abuse drugs and other psychotropic substances:

Drug use, abuse and consequences are global problem which requests implementation of a
complex program for prevention, education, early treatment and detection of the users,
rehabilitation, social reintegration and participation in all segments of the state: governmental
institutions, local self-government, citizen organizations and individuals active in the field of
combat with the consequences of drug-use.

The connection between drug-use and negative social occurrences such as poverty,
unemployment, homelessness, social exclusion as well as the connection between drug abuse and
delinquency and crime indicates to the need for provision of balanced approach between the
activities concerning decrease of demand and accessibility to drugs.

The priority of the daily centers for drug-users and members of their families as a new form of
out-of-institutional social protection, where users request immediate help, is early and timely
intervention with intensive individual attention to the beneficiaries; those are places where
difficulties can be undergone surpassed, where families are strengthened in order to successfully
face the problems as a consequence of drug-using. The types of activities in the daily centers are
as follows: advisory work organized with parents and other family members with regard to drug-
using — individual and group work with drug-users and their families; info-line for direct
information of all interested to include in the activities; computer classroom; sports activities; art
club: workshop for production of objects, handcrafts from different materials — intended for
transformation into self-financing projects. The Program is implemented in regular coordination
and connection with other public sectors as well as citizen organizations and associations.

Daily centers for drug-users and their families are found in Ohrid, opened in October 2004,
Kumanovo, opened in December 2004 and in Strumica, in the already existing Daily Centre for
drug-users. In Skopje, there are arranged and equipped premises; however it is not functional for
more than two years due to the resistance by the local self-government. (Table 18, Annex II)

Elderly people

In 2002, the number of persons between 60-65 years of the population was 15%, and 65-year and
over was 10.65%. There are 4 state institutions for sheltering elderly people and a number of
private institutions for sheltering and care of elderly people. Elder persons have the rights to
permanent financial support — 1,998 persons; financial aid and care allowance — 1,977 persons;
rehabilitation allowance — 59 persons; health protection (unless attained on other grounds); single
financial support — 2,117 persons; aid in kind — 304 persons; accommodation in foster family —
10 persons; accommodation in social care institution — 276 persons; accommodation in other
institutions — 11 persons.
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2.1.5.4 Social Protection

Social protection and social security represented 25% of the total expenditures of the Budget of
the Republic of Macedonia in 2000. According to the 1997 Social Protection Law, the following
rights to welfare are prescribed in Macedonia:

Permanent pecuniary assistance for the persons unable to work, determined by special medical
comity; single woman during pregnancy one month before giving birth and single parents with
children under the age of 3; and elderly over 65 years of age, without income and without close
relatives responsible for supporting them, or relatives not being economically capable of that;

The welfare covers the persons able to work, who are socially unsecured. They include the
unemployed, employed with low or irregular salaries, as well as pensioners with low pensions
whose households have income below the prescribed percentage of the relative poverty line;

-Pecuniary allowance for help and care;

-Right to health care for the permanent pecuniary assistance beneficiaries;
-Salary allowance for part-time jobs due to care of disabled child;
-One-time pecuniary assistance;

-Housing right.

In February 2001, there were 5,079 households (1% of the total households in Macedonia) were
registered as permanent pecuniary assistance beneficiaries. In 2000 there were 17,080 one-time
financial aids delivered (Ministry of Labour and Social Policy, 2001; Institute of Social Affairs,
2000).

Within the Budget of the Republic of Macedonia, for 2007, means for protection of the
socially endangered population to the extent of 2 657 000 000 denars are laid down, intended
for: permanent financial assistance - 4 900 families/175 000 000 denars, shall be paid to the
individuals who are incapable for work and cannot earn means for existence according to
other provisions; social welfare: 67 000 households/ 1.670.000.000 denars, for the
households with members who are capable for work, but financially insecured; financial aid
and care allowance - 21 000 users/ 750.000.000 denars, shall be paid to individuals who
cannot perform basic needs for living without assistance from other person (the individual is
immobile, fully blind, dystrophic or similar muscular or nervous-muscular illnesses, cerebral
palsy or infantile paralysis) as well as to individuals with heavy and heaviest obstacles in the
psychic development at the age of above 26. For certain categories of citizens, a holding
census is opened as a condition for obtaining this right; financial assistance to a person who
until the age of 18 has had a status of a child without parents or parental care- 295
individuals/10 000 000 denars, individuals with obtained status of an orphan and without
parental care, if after the majority they have no funds for existence, i.e. they attend regular
education, up to the age of 26; right to wage compensation for shortened working hours
because of the care for the bodily or intellectual handicapped child — 3.500.000 denars, right
which is laid down with the Law on Social Protection and the Law on Labor Relations, is
implemented by one of the parents of the handicapped child, if the parents are employed; the
right to expenses compensation for accommodation and compensation for sheltering of the
accommodated person in a sheltering family- 200 families/provided for 340 individuals/ 24
000 000 denars: single-use financial assistance and assistance in kind — 22 500.000 denars,
for individuals or families in a position of a social risk due to a natural disaster, epidemic,
death, long therapy or other social crisis, as well as occasional assistance to certain biological
families that take care for their members who have certain degree of invalidity; expenditures
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for health services which are not encompassed with the compulsory health care, according to
the Law on Health Insurance- 2 000 000 denars, shall be paid by a given findings and an
opinion for an estimate on the specific needs of the individuals with obstacles, issued by a
competent body.

Allocation of the financial means intended for social compensations by the types of the rights
and obligations is made in accordance with the available means within the Budget of the
Republic of Macedonia for 2007. Notwithstanding that significantly large sums are being
separated, the conditions on the field in correlation with the mentioned indicators, refer to
insufficiency of the envisaged means intended for meeting the needs.

The biggest number of beneficiaries, according to the social status of the holder of the right to
welfare are unemployed (88.9%), 5.2% are employed, 0.1% are pensioners, 0.1% are permanent
pecuniary assistance recipients and 5.5% are other individuals. An increase of the number of
welfare beneficiaries is noticed in small town areas and their suburbs, as well as in the rural areas
on the territory of the Republic of Macedonia.

2.1.5.5 Institutional Structure

The Republic of Macedonia has a social security system comprised of two parts:

(1) social protection, which is intended for alleviation of poverty through financial aid to
socially vulnerable groups;
(i1) (i1) social security, which is mainly based on the principles of insurance. The system of

social protection specifies several types of financial assistance, but it is important that
intensive reform activities in this area have begun, primarily though the introduction of
pluralism in the social protection (applying various models of partnerships between the
public and the private sectors and the public and the non-governmental sectors). In
addition, the reforms were focused on: de-institutionalisation (expanding the existing
types of care centres for socially excluded people, homeless, victims of family violence,
alcohol and narcotics users etc.), and decentralization (transferring the founding rights of
care centres to the local level, as well as creating conditions for each of the local
communities to be able to develop those forms of institutional or non-institutional
protection which would best match the needs and priorities of its citizens). The reforms
have two-fold objective: improvement of service delivery, and improvement of the
quality of services.

The Centres for Social Work (CSWs) are the basic public social protection institutions. In R.
Macedonia there are 27 inter municipal CSWs, each covering the social protection needs of
the population from the territories of several municipalities. The Inter municipal Centre for
Social Work in Skopje (ICSW) is the only CSW with 6 dispersed units of the Department for
social work, in 6 municipalities in Skopje. The ICSW functions based on the categorial
principle of team work (combined teams of social workers, pedagogues, psychologists,
lawyers and dialectologists) within the 7 Departments: Department for analytical and
scientific work; Department for General Services; Department for Guardianship of Children
without Parental Care and Protection of Adults; Department for Marriage and Family;
Department for Protection of Children and Youth; Department for Persons with Physical and
Mental Disabilities; Department for Socially Excluded and Victims of Family Violence; and
Department for Social Work for the territory of the city of Skopje. The 6 dispersed units of
the later Department, which are responsible for addressing the social protection needs of the
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population in terms of social assistance, function on the territorial principle in
multidisciplinary teams composed of social workers and usually only one lawyer. The
territorial principle of professional work and polyvalent services are typical for the CSWs in
other cities in Macedonia (Bornarova, 2006).

There is no regional level of governance, but devolved national governance bodies on local
level. The 27 CSWs and 7 social institutions for residential protection and treatment of
children are under the jurisdiction of the Department for Social Protection of the Ministry of
Labour and Social Policy (MoLSP). The CSW is established as a public institution for social
protection with public jurisdiction for implementation of social protection activities. In the
domain of the public jurisdiction, CSWs are empowered to:

- act upon the rights of social protection envisaged within the Law on Social Protection
and the Family law;
- act upon the rights envisaged within the Law on Child Protection: child supplement,
special supplement and assistance for newborns;
- actupon the Criminal Code, and
- perform other activities according to the law (Law on Social Protection, 2006).
Social insurance tackles the problem of unemployment by an unemployment benefit scheme,
administered through the employment offices. According to this scheme, only unemployed
persons who have been employed before and for whom the contributions to the Employment
Fund have been paid by their employer are eligible to receive unemployment benefits. The
unemployment benefit also covers health care insurance and disability and old age pension.
Another part of the social insurance is the pension system, which used to be a mandatory
universal pay-as-you-go (PAYG) regime, administered by the State Pension Fund. In 2000 a new
pension system was established, which complements the PAYG scheme by the introduction of
two new pillars — the compulsory capital financed pension insurance (the second pillar) and the
voluntary capital financed pension insurance (the third pillar). This reform was implemented
relatively successfully until now, especially the introduction of the second pension insurance
pillar, but there are still important issues to be resolved. (National Development Plan 2007-09)

The Unit for protection and sheltering of socially excluded persons was established in the Sector
for Social Protection within the Ministry of Labour and Social Policy, where programmes for
social inclusion are developed and implemented for vulnerable groups, i.e. street children;
victims of domestic violence; drug abusers and members of their families; homeless persons and
other vulnerable groups.

The introduction of the Register of associations of citizens in the area of social protection enables
involvement of relevant NGOs in the programmes for tackling social exclusion. As regards the
partner relationship with NGOs and private institutions, MLSP established a Unit for public and
private institutions, through which during 2006, cooperation with 2 NGOs was realized for:
National SOS line for victims of domestic violence and National SOS line for help regarding
drug problems.

The reduction of risks from social exclusion is also realised through out-reach forms for social
protection and helping the vulnerable groups reduce the risk of institutionalization.

The following facilities are opened:

(17) Day-care centres for children with intellectual disability,
(2) Day-care centres for drug abusers,

( 6) Centres for victims of domestic and
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(1) Day-care centre for street children
(1) Reception centre for sheltering homeless persons.

2.1.5.6 Policies and Programmes

The Law on Social Protection functions on the basis of four mutually connected schemes:

e One for general social protection (implemented by the CSS);

e One for out-reach care (implemented through the day centres, refuges and other assisting
forms);

e One for institutional care (implemented in the institutions for social protection)

e A financial assistance scheme, which should guarantee the necessary means (implemented by
the CSS).

A new Law on Social Protection is being prepared, in which, among other changes, the
observations and the learning’s from implementing the activities of the SPIL project will be
incorporated.

The laws governing suitable policies for improvement of the unfavorable condition of the
vulnerable groups of citizens are:

Law on Family,

Law on Child Protection,

Law on Local Self-Government;

Law on Foundation and Citizens’ Associations;

The Criminal Code,

Law on Criminal Procedure.

2.2 SWOT ANALYSIS

The SWOT analysis in the table below contains the strengths in the field, such as the degree of
development of the schools and universities network and the good initial education of the large
part of the labour force, will be the basis on which the strategy can develop. Main weaknesses
are referring to mismatch between education and labour supply, a low adaptability of workers
and poor life long learning, social exclusion, and relatively expensive system of social protection.
The opportunities consist of using fully and effectively highly competitive and well-educated
human resources, within a framework of stronger partnership and labour inclusive market.
Finally, speaking of threats, one cannot avoid the high unemployment rate, the drain of highly
educated people and the widening welfare gap between urban and rural as well as between
geographical areas of the country.

The SWOT analysis for the human resources in the Republic of Macedonia is presented in Table
2.1.
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Table 2.1: SWOT analysis covering Human resources development component

Strengths

Employment and labour market

Established institutional framework that supports employment
strategies and implementation of policies
High percentage of young people in education and higher education

Active employment policy and its instruments in place but limited due
to the currently relatively low level of funding

Education

Basic educational infrastructure in place in most parts of the country,
including the VET schools
Basic ICT infrastructure in place

Established structure of educational policy institutions
Increasing competition in educaation system

Grate involvement of main stakeholders in schools management
through school boards

Weakness

Lack of social dialogue which impacts on all three areas , employment
education and social inclusion

Employment and labour market

Low level of activity rate

High unemployment rates among young (15-27), elderly people (55 plus),
women and long term unemployed (4 years plus)
Substantial share of engagement in the “Grey economy”

Lack of capacity of the Labour Inspectorate

High tax wedge

Skills mismatches between supply and demand on the labour market
Relatively poor statistical data on the labour market, obscuring policy
design and assessment of achieved results

Active employment policy and measures limited due to the currently
relatively low level of funding

Low level of employment rate which is exacerbated due to regional
disparities across areas of the country and within ethnic groupings

Low knowledge and skills of public employees in conducting an
appropriate cost-benefit analyses, hindering the improvement of the
policy design

Insufficient capacity for policy making, monitoring and evaluation of the
employment policy

Lack of tripartite social dialog on local level and bipartite social dialog on
company level

Education

Old-fashioned (non-modernised and unreformed) educational system
Inappropriate education conditions in terms of infrastructure in some
parts of the country

Shortages in vocational education

Non-existent retraining system

Poor educational outcomes that is low quality of education
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Rand D

Modest infrastructure of the research institutes

Social Inclusion

Principal of social equity embedded into system

Existing social infrastructure with widespread coverage of the whole
country (27 SWCs)

System of involvement of stakeholders and social partners being
developed

Opportunities

EU accession process offers opportunities to drive through essential
changes in legislation and policy directions that will contribute
towards the creation of a modern and vibrant economy based upon
principles of social justice and equality of opportunity

General policy acceptance of the need to be proactive in areas
concerned with anti — discriminatory practices offers potential for
improving access to range of employment opportunities, educational
and social services provision

Stable macro-economic environment

Labour force exists that can be adapted to labour market needs

Further improvement of dialogue with the civil society and social
partners

Rand D

Shortages in vocational education and initial delays in the implementation
of the VET law

The Roma population is especially affected by low education levels
unemployment and permanent exclusion from the labour market

Low level of R&D spending
Low competitiveness and international recognition of domestic R&D
Insufficient links with the business community

Social Inclusion

Threats

High level of poverty and social exclusion varying across regions,
educational segments of population and ethnicities
Relatively expensive and ineffective system of social protection

Lack of national strategy to reduce social exclusion and poverty

Uncoordinated social protection and employment policies

Lack of trained and qualified human resources to provide adequate forms
of social service

Ethnic communities and in particular the Roma population is especially
affected by low education levels, unemployment and permanent
exclusion from the labour market and in addition has a low level of usage
of social services provision and poor access rates

Widening gap between the country in its ability to compete in an
increasing competitive European and world market

Negative economic and social consequences of the lack of skills and low
investment in human capital

Roma group suffering from unemployment, deprivation and social
exclusion

Insufficient monitoring of implementation of government policies and
strategies
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Employment and labour market

e Improvement of the business environment will lead to a greater job
creation

e Policymakers’ and public’ awareness that unemployment is a major
problem, and hence their support to allocate all available resources in
this area

e Tax and social contributions reforms will reduce the tax wedge,
stimulating registration of the informal workers and new employment

e Labour Relations Law enacted in 2005 which allows for greater
flexibility and mobility of jobs and workers
e Greater education system quality and curricula changes (inclusion of
entrepreneurship) will increase self-employment, an important
pathway to reducing unemployment
Education
e  Citizens consider education an investment in the future

e Potential of modernisation of education system

e High share of secondary and post-secondary school students will result
in an increased number of educated and skilled job seekers on the
labour market

e Increasing number of university students improving educational skills
of population at large

e Implementation of the new European System of Transfer of Credits in
tertiary (high) education

e  Modernised educational system that will provide a well educated and
highly productive workforce with a positive effect on the country
competitiveness

e Reinforced the Education State Inspectorate to address non enrolment
in school

e  Grater education system quality and curricula changes (inclusion of
entrepreneurship) will increase self-employment, an important
pathway to reducing unemployment

e Introduction of national system of qualifications

Rand D

e Potential for increase of R&D cooperation between academia and
businesses

e  Expansion of ICT services

Social Inclusion

Employment and Labour Market
e High demographic pressure on the labour market

e Low economic growth and development on local level

e Lack of administrative and financial capacity on local level for creation
and implementation of employment policies

Education
e Non-recognition of the importance of improvement and investment in
education

e Low dynamics of the reforms in education — widening educational gap

e Insufficient implementation and monitoring of implementation of
government policies and strategies

e  Brain-drain

e Low efficiency of educaation system expenditures

e  Widening gap in educational attainment of the ethnic minorities

R and D
e  Further marginalisation of R&D in Macedonia

Social Inclusion
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e  Development of pro—active policies for social inclusion with the e Possibility of continuously increasing public expenditures on social
objective improving access to and take up of social provision protection and equity policy
e Reforms in social protection and pension system commenced and in o
the process of review of operations offering potential for further
improvement and more effective service delivery based on local needs
e Potential for rapid and cost effective deinstutionalisation and
transformation of institutions for social protection
e  Further decentralisation of the social services offers potential for
improving responsiveness of social work provision towards meeting
needs of vulnerable groups within the local communities
e Recognised importance of partnership, involvement of pressure groups
and interest representation organisations in decision-making offering
potential for and capable of further development. Thus enabling a more
focussed and targeted form of service delivery due to improved
information and knowledge of local needs
e . Potential for development of new forms of non institutional forms of
social protection
e Development of a strategic multi-dimensional approach to social
exclusion and poverty
e Raising public awareness of ant-discrimination
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The analysis of the human resource development sector presented above reveal the main
weaknesses of the Macedonian labour market (lack of investments and jobs, high youth
unemployment and very large proportion of long term unemployment, problems of
disadvantaged groups like people with disabilities or ethnic communities like Roma and an
especially large grey economy). The analysis indicates medium-term needs, which need to be
address if improvement of the current unfavourable situation in this sector is to be achieved.

Some of the challenges with high priority include: improvement of business environment and
entrepreneurship, support of investments and business start ups for a better job creation. The same
holds true for improvement of education and vocational training and providing better employment
opportunities for young people, combating grey economy. Other priorities should be to prevent long
term unemployment and assist vulnerable groups.

Following the analysis, the strategic and specific objectives of the Operational program human
resource development for the programming period 2007 — 2013 have been identified.

Strategic objective of the OP is to foster the development of human resources, in particular by
improving the quantity and quality of human capital, leading to more and better jobs, higher growth
and development and the increased national competitiveness at international level.

Specific objectives of the OP are:

e To improve the quality, efficiency and effect of the services provided by the Employment Agency
with a view of reducing unemployment and preventing that people in employment get
unemployed.

e To strengthen the capacity of bodies, institutions and social partners in the area of creating and
managing policies for employment in addition to implementing and monitoring the Employment
Strategy.

e To develop and enhance the social dialogue between the labour market parties.

e To integrate young people in the labour market, reduce and prevent long-term unemployment
(over 4 years) in addition to increasing women’s employment rate.

e To increase formal employment by reducing grey economy employment, in order to provide
greater social security of workers and rise public revenues

e To support modernisation of the education system and training in the 2- and 3-year vocational
education;

e To ensure functional relationship between vocational education and training schools and business
partners;

e To support integration of ethnic communities, mainly Roma population and Albanians, in
education system;

o To achieve systemic approach to adult education and coordination of activities at national level
through the creation of a coordinative body for adult education activities;

e Develop a Programme for development of adult education; and

e Develop a Programme for acquisition of literacy and elementary education for socially and
economically excluded persons and groups;

e To facilitate integration of people at disadvantage in employment through strengthening their
employment potentials or through subsidised employment;
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e To enhance active participation of the civil society, including NGOs and social partners in
the implementation of social inclusion policies.

2.3 STRATEGIC PRIORITIES

For the overall programming period of 2007-2013 four strategic priorities have been defined in the
framework of the Operational Program Regional Development. The priorities are based on the
SWOT and socio-economic analysis and set strategic and specific objectives.

Priority Axis 1: Employment - Attracting and retaining more people in employment

The aim is to modernise and improve services delivered by the Employment Service Agency (ESA)
and develop and implement better active approaches for addressing the labour market
malfunctioning.

Priority Axis 2: Education and training — Investing in human capital through better
education and training.

This priority axis aims at modernising the education and training system, including the
development and mainstreaming of entrepreneurship learning in education, in order to improve
its adaptability to the labour market needs, as well as promoting life long learning. In addition,
the priority will ensure equal access to quality education for all, irrespective of ethnic origin.

Priority Axis 3: Social inclusion — Promoting an inclusive labour market.

This priority axis should foster social inclusion to favor integration in the labour market of
disadvantaged people, inter alia by training professionals and volunteers involved in social
inclusion, enhanced linkages between all partners and the strengthening of the capacity of civil
society to provide (quality) social assistance.

Priority Axis 4: Technical assistance

It aims at achieving efficient implementation, monitoring, evaluation and expenditure
verifications of the OP, as well as supporting preparatory activities for the future management of
the ESF.

The strategic priorities identified within the programming document are founded on the cascade
system whereby they are first set at the level of the national development plan and from there
established at SCF level through the OP HRD. This Operational Program is only one of the
instruments for pursuing national strategic objectives. National strategic objectives should also be
supported by means from other financial sources.
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CONSISTENCY OF OP HRD WITH STRATEGIC PRIORITIES FOR HUMAN RESOURSE
DEVELOPMENT

Strategic Coherence Framework

“To foster the development of human resources, in
particular by improving the quantity and quality of
human capital, leading to more and better jobs,
higher growth and development and increased

national competitiveness at international level.”

Operation Programme

- Increasing employment, reducing unemployment and retaining more people in employment

- To modernise the educational and training system with a view of improving its adaptability to the labour
market demands and promoting life long learning

- Optimising the effect of social protection services provided for vulnerable groups with main goal to
facilitate their integration in the labour market

Draft Multi-annual Operational Programme ‘“Human Resource Development” 2007-13, IPA Component IV
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The Operational Program Human Resource Development leads to implementation achievement
of the following National Development Plan’s long-term objectives in the area of HRD:

e Education - To secure high quality education and training for all, which will be responsive to
the requirements of the labour market as well as of the requirements of a knowledge based
economy;

e Employment and labour market - To upgrade the employability of workforce, especially of
vulnerable groups (youth, long-term unemployed, etc.);

e Social security - To begin the creation of modern and viable (sustainable) system of social
protection;

e Public administration - To strengthen the capacity of human resources in the public
administration (to be capable for effective market regulation and supervision as well as for
design and implementation of complex reforms).

According to the Multi Indicative Planning Document 2007 — 09 IPA component for human
resources development will support system actions and pilot projects in the area of employment,
education and social inclusion. As for employment, initiatives shall contribute to further developing
employment services, supporting employment strategy implementation and tackling the labour
market situation of the most vulnerable. Activities related to education aim to modernise education
and training systems in accordance with labour market needs and providing access to education for
ethnic communities. In the field of social inclusion, assistance is aimed at fostering the integration of
disadvantaged people and enhancing the participation of civil society.

The Strategic Coherence Framework (SCF) for the period 2007-2013 aims at strategic
programming of the investments in the areas of regional and human resources development, in
consistency with the EU Multi-Annual Indicative Planning Document (MIPD) 2007-2009, as
well as with the National Development Plan (NDP) 2007-2009 and other strategic documents
prepared by the Government of the Republic of Macedonia (GoRM).

The strategic priorities of the OP will be implemented through the measures specified for each
priority. The programme strategy is described in chapter 3.
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3. Programme Strategy

3.1 PRIORITY AXES AND MEASURES

Employment

Education and Training

Social Inclusion Technical Assistance
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3.1.1 PRIORITY AXIS 1: EMPLOYMENT — ATTRACTING AND RETAINING MORE
PEOPLE IN EMPLOYMENT

Priority 1: Employment — Attracting and Retaining more People in Employment
Aim

Increasing employment, reducing unemployment and retaining more people in employment through
modernisation and improvement of the services provided by the Employment service agency as well
as through development and implementation of new and improved active policies and measures as
defined in the National employment strategy and National Action Plan for Employment (NAPE).

Specific Objectives

e Further strengthening of the capacities of the ESA which should contribute towards efficient
implementation of the NAPE.

e Implementation of active employment measures to facilitate the integration in the labour market
of unemployed persons, specifically the following groups: young, elderly (55 and over), women,
long-term unemployed and ethnic communities.

e Activities and measures to support the transfer from the informal into formal employment
Rationale

The labour market in the Republic of Macedonia is facing severe difficulties with a high level of
unemployment combined with low activity and employment rates. The restructuring of the economy
led to an overall decline in labour demand, as the low growth dynamics and the poor business
environment failed to create a sufficient number of job opportunities.

As a result, the activity rate has remained particularly low, especially among women and, even more,
ethnic communities. The employment rate has basically stagnated at an extremely low level, around
35%, varying according to the education level and ethnical origin.

Unemployment is especially widespread among young people, whose employment rate is also
extremely low, and among people with low education. Long term unemployment is particularly high.
Official labour market data contain a high degree of uncertainty also due to the significance of the
informal economy, which according to rough estimates accounts for more than 30% of GDP.

Primary responsibility for employment policy rests with the MLSP. Implementation is done mainly
via the ESA. Employment policy reforms started only very recently. In addition to a revision of the
labour regulations, the employment policy is being re-focused on active labour market measures for
job creation, for activation of jobless people and for human resource development. There is a need to
modernise the administration in this field and improve efficiency of the main labour market
institutions, mainly the Employment Service Agency (ESA) and employment centres. Also the
administrative capacity of the State Labour Inspectorate needs to be significantly strengthened in
order to increase the efficiency and effectiveness of the labour inspectors in view of decreasing
informal employment.
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Description

This priority will focus on improving the quality, efficiency and effect of the services provided by
the Employment Agency besides strengthening the capacity of bodies, institutions and social
partners in the area of creating and implementing policies and strategies for employment. Also,
the social dialogue between the labour market parties will be enhanced.

In addition, the measure will implement special activities to enhance the labour market
integration of women, the young people, the elder people, ethnic communities, the long-term
unemployed (over 4 years) and unemployed within geographical areas experiencing low economic
development.

Further, the priority will pay special attention to pursuit a decrease the number of persons engaged in
the grey economy and thus contribute to the level of formal employment and the overall economic
development of the Republic of Macedonia.

Targeting

This priority is targeted at unemployed persons as well as at central level agencies and local offices:

¢ Young persons aged 15-27

e Long-term unemployed persons laying special stress to persons who are 4-year beyond the labour
market

e Elder unemployed persons (55 and over)

e Unemployed persons with disabilities

¢ Persons registered in the ESA as unemployed, who actively seek for a job and still do not have a
status of long-term unemployed

e Unemployed women aged 15-64

¢ Unemployed persons from ethnic communities

e Unemployed from the developing regions

e ESA with the employment centres

e Units of local self government

e Social partners

e NGOs

e Education Centres

e Labour inspection services

Measures
The priority’s measures are designed to provide appropriate assistance to the specific needs of each
target group of the unemployed sections of the country. Measure details are given hereunder,

including objectives, rationale and eligible activities. In summary, they are:

Measure 1.1: Further development of the Employment agency and enhancement of the
employment conditions

This measure will improve the quality, efficiency and effect of the services provided by the
Employment Agency with a view of reducing unemployment and preventing that people in

employment get unemployed.

Measure 1.2: Support to the implementation of the Employment Strategy and JAP
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This measure will strengthen the capacity of bodies, institutions and social partners in the area of
creating and managing policies for employment in addition to implementing and monitoring the
Employment Strategy.

Measure 1.3: Tackling the situation in the labour market of young people, women and long-
term unemployed

This measure will seek to integrate young people in the labour market; reduce and prevent long-term
unemployment (over 4 years) in addition to increasing women's employment rate

Measure 1.4: From informal to formal

This measure will decrease the number of persons engaged in the grey economy and thus contribute
to increase the level of formal employment and the overall economic development of Macedonia.

Delivery of the Priority

The activities to be funded within this priority includes investment in ICT, software development,
training courses for ESA employees, social partners and unemployed, apprenticeships, support for
first employment, mentoring for self-employment, information and advise for business registration
and management, surveys and public campaign.

The delivery of Priory 1 is closely interlinked with the delivery of Priority 2 and 3. Together the three
priorities will lead to an improved condition for human resources development within Macedonia. In
order to achieve the best possible effect from the implementation of Priority 1, 2 and 3, the concrete
implementation of activities to the benefit of the human resources will be coordinated to achieve the
optimal possible effect.

Thus, Priory 1 will partly strengthen the capacities of existing labour market agencies at all levels, i.e.
at national, regional and local level and partly implementing new and improved approaches to
tackling the unemployment situation of specifically the following groups: Young, elderly, women,
long-term unemployed, disabled, ethnic communities and unemployed people in areas experiencing
low economic development.

For optimization of resources, pilot projects and projects targeting directly people will be
implemented in the municipalities which will be selected in the course of the implementation of this
programme. In order to qualify the municipalities should fulfil the following general qualification
criteria:

I. Higher share of unemployed people in the total number of inhabitants living within the
municipality
II. Showing distinct difference in the composition of the inhabitants in terms of the size of different
ethnical communities, e.g. the size of Roma and Albanian communities '
III. Higher share of long-term unemployed in total number of unemployed in the municipality

System actions will be implemented through the whole country territory.

3
Municipalities which hold the biggest numbers of Roma population, listed in order of seize of Roma Community: Skopje, Prilep, Kumanovo,
Stumica, Stip and Tetovo. Municipalities which hold the bigger numbers of Albanian population: Tetovo, Gostivar, Debar, Kicevo, Struga and
others.
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Criteria for selection of proposals include: Quality and feasibility of the proposal, number of people
trained, link with labour market needs, gender implication and number of new jobs expected.

Operations will be selected following call for proposals, managed by the Central Finance and
Contracting Unit (for pilot projects, in the transition period, see chapter 5) and the MLSP (for
capacity building activities within the ministry and its related institutions, in the transition period, and

for all projects after it).
Specific further selection criteria will be defined in the project fiches.
Targets and indicators

The table below outlines the priority's Core Indicators.

Draft Multi-annual Operational Programme “Human Resource Development” 2007-13, IPA Component IV

Anticipated Total Spend (m euro) 8,054
EU Support (m euro) 6,846

Indicators Baseline| Target
Results
% of employees who successfully passed the training 0 90%
% of employees fully supported by up to date IT system. 0 80%
Total number of employed young persons up to 27 years of age in employment 30 months 0 800
after the completion of the first employment support programme activity , 60% women; 30%
ethnic communities
Successfully running businesses two years after the activity 0 30%
LI networked and fully operational 0 80%
Percentage of successfully running businesses 1 years after completion of the temporary 0 50%
administrative support
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IL.

III.

Measure 1.1: Further development of the Employment agency and enhancement of the
employment conditions

Specific objective

To improve the quality, efficiency and effect of the services provided by the Employment Agency
with a view of reducing unemployment and preventing that people in employment get unemployed.

Rationale

The operations of the Employment Agency are outdated and old fashioned both in terms of
technology used and methods and approaches applied in order to deliver quality services to the labor
market partners. In addition, at present around 270 employees of the local ESA offices deliver
services to 366 400 unemployed persons, a proportion of 1:1400.

Under the present conditions, it is not possible to provide efficient assistance to the unemployed
persons in respect of fostering their integration to the labor market. Thus, it is necessary to build the
capacities of the Employment Agency both in terms of upgrading the systems for coordination and
information sharing between the offices and the methods applied by the local employment offices in
their direct and actual assistance to the unemployed persons.

Description

The measure will focus on improving the quality and quantity of the services delivered by ESA
concerning mediation and counseling through enhancement and development of the human resource
capacities and the method and manner of providing active measures to the labor market in the
Republic of Macedonia.

The measure shall specifically achieve the following:

Upgrade the qualification of the employees of the employment centers for the purpose of:

e Implementing efficient active measures for employment and self-employment,

e Provision of training, re-training and advanced training for employers who reported a need for
specific training (known employer) or employers who did not demanded any specific need for
training (unknown employer),

e Support to first employment of young persons,

e Provide incentive and support in self-employment,

e Subvention to employment of certain categories of persons — young unemployed persons, long-
term unemployed persons, women, elderly unemployed persons (55 and over), persons with
disabilities and members of ethnic communities having limited access to the labor market.

Intensify and enhance the cooperation with employers aimed at determining the labor force and skill
requirements in the labor market;

Centralization of the database administration and development of web based application for ESA
clients as well as enhancement of the ICT System capacity of the Employment Agency and
networking of all employment centers.

The activities foreseen in the measure are in compliance with the employment policies of the
European Union laid down in the Lisbon Strategy and the European guidelines for employment,
which require the Member States to update and strengthen the institutions in the labor market, and in
particular employment services. The activities will complement and contribute to achieve the
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recommendations of the CARDS Project ‘Technical Assistance for Support of the Institutional Build-
up of the Employment Polices — Phase 1T’

Eligible Actions

Actions which may be funded are:

e Developing software for the ESA (web based application for ESA) and networking of all
employment centres;

e Procurement of hardware for local employment centres within the limits set by the IPA
implementing regulation;

¢ Providing training of the employees in the local employment centres upgrading their skills and
knowledge in the area of provision of labour market services;

e Strengthening the capacity of the employees within the ESA for monitoring and evaluation of the
effects from the implementation of the labour market services;

e Development of a sustainable system for monitoring and evaluation of the effects from
implementation of the active employment measures.

Selection Criteria

Formal approval of the criteria for selecting operations to be financed under this measure will be
subject to consideration by the Programme Monitoring Committee. Principles to underlay the criteria
are:

¢ Quality and feasibility of the proposal;

e Comprehensive review of the connection between the project, the strategic goals of the OP
and the aim of the priority axis and of the measure;

e Economic and social benefit from the use of IPA fund assets;

e Comprehensible review that the bidder fulfils the selection criteria;

¢ Quantification of the results and objectives to be achieved;

e Demonstration that the proposal promotes equal opportunities (by providing gender segregated
information);

¢ Draft budget including co-financing.
Final Beneficiaries
e ESA with the employment centers
Target Groups
e Employed in ESA and the employment centers
e Employers
e Unemployed persons
Indicators/objectives/monitoring definitions
Spent (mil. Euros) total — 1,006

EU funding (mil.euros) - 0,855
Investment rate - 85%

Indicators Baseline Target Definitions and Source of data
presumptions
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Outputs

Development of 0 1 Project reports
integrated software

No of trained 176 (94 460 Trainings have been ESA statistics,
employees in the men, 83 carried out in 2006 database
Employment women) (CARDS employment

Centres dealing policy II)

with active labour
markets measures

Result

% of employees 0 80% ESA statistics,
fully supported by database

up to date IT

system

% of employees 0 90% ESA statistics,
who successfully database

passed the training

Measure 1.2: Support to the implementation of the Employment Strategy and JAP

Specific objectives

¢ Strengthening the capacity of bodies, institutions and social partners in the area of creating and
managing policies for employment in addition to implementing and monitoring the Employment
Strategy.

e Development and enhancement of a social dialogue between the labour market parties.
Rationale

The government prepared a National Employment Strategy (NES) 2010, which contains the medium-
term employment strategies of the Republic of Macedonia. It comprises the main labour market
challenges for the period up to 2010 and defines national targets and specific employment policies
that will ensure achievement of those targets. The NES 2010 incorporates the employment policies of
the revised Lisbon Strategy and the EU Integrated Guidelines for growth and jobs. As an
implementation tool of the NES, the National Action Plan for Employment (NAPE) for 2006-2008
was prepared and adopted by the Government with specific programmes, projects and measures for
the period 2006-2008. The NAPE is based on the Employment Guidelines No.17-24 and the
microeconomic guidelines No.14 and 15 of the EU Integrated Guidelines for Growth and Jobs.

In relation to this there is a need for continuous empowering of the institutional capacity of line
ministries, bodies and social partners in the area of development of employment policies, also for the
management and operation of bodies and institutions in charge for implementing the employment
policies. Capacity building for implementation, monitoring and evaluation of the employment policies
and relevant strategic documents should be supported as well.
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Description

The measure will focus on providing trainings for development and improvement of the skills of
bodies and institutions needed for implementation of National Employment Strategy, National Action
Plan for Employment and local action plans for employment. It is foreseen that this measure also can
cover the implementation of the measures that will be identified in the Joint Assessment of
Employment Policies (JAP). Special emphasis will be put on establishment of continuous system for
monitoring and evaluation of the strategic documents, use of monitoring indicators and ensuring
readiness for preparation of regular reports on the progress achieved and effects of their
implementation.

Moreover it is necessary to resume the work and to build capacities of the bodies in the institutuions
responisble for policy making and for their active involvement in the monitoring of the
implementation of employment policies and adopted documents.

The measure intends to develop local action plans for three municipalities. Focus will be on active
labor market measures and programmes, i.e. focus on consultation concerning employment, training
and measures for promotion of starting new businesses.

In order to speed up local economic growth and job creation it is envisaged to initiate measures and
activities to support setting up of an institutional framework for social dialog on local level and to
encourage social partners to fully contribute to the development and implementation of local
employment plans. In this regard measures and activities will be undertaken for promotion and
development of bi- and tripartite social dialog on local level and within the Economic Social Council.

This is in compliance with the European Integrated Guidelines for employment recalling Member
States to implement active and preventive measures in the labor market including early determination
of the requirements, assistance in work seeking, professional orientation and training as a part of
individual action plans for the purpose of sustainable integration of the unemployed and inactive
persons in the labor market.

Eligible Actions
Actions which may be funded are:

e Development of local action plans for employment (pilot projects for three municipalities);

e Introduction of longer term forecasting of the labour market development to improve the
matching of the educational system and the labour market

e Capacity building of structures, bodies and social partners for implementation, evaluation and
monitoring of National Employment Strategy and National employment plan;

e Strengthening the capacity of the bodies and institutions competent for implementation of the
National Employment Strategy and National Action Plan for Employment (policy and
programmes development, monitoring and evaluation, reporting);

¢ Strengthening and enhancing the capacities for realization of a social dialogue on bi- and tripartite
level;

e Strengthening and enhancing the process of collective negotiation on the three levels of collective
agreement (on employer, branch and national level);

e Organizing workshops for the persons involved in the social dialog on national and local level
including foreign experts and exchange of experiences and practices with EU member states;

Selection Criteria
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Formal approval of the criteria for selecting operations to be financed under this measure will be
subject to consideration by the Programme Monitoring Committee. Principles to underlay the criteria
are:

¢ Quality and feasibility of the proposal;

e Comprehensive review of the connection between the project, the strategic goals of the OP
and the aim of the priority axis and of the measure;

e Economic and social benefit from the use of IPA fund assets;

e Comprehensible review that the bidder fulfils the selection criteria;

e Demonstration that the proposal promotes equal opportunities (by providing gender segregated
information);

¢ Quantification of the results and objectives to be achieved,

e Draft budget including co-financing.

Final Beneficiaries

Line ministries, bodies, institutions and social partners
Local municipalities

Employment Agency of the Republic of Macedonia
Service and training providers

NGOs

Education centres

Target Groups

Relevant line ministries and bodies
ESA

Units of local self government
Social partners

NGOs

Indicators/objectives/monitoring definitions

Spent (mil. euros) total 1,05
EU funding (mil. euros) total 0,89
Investment rate - 85%

Indicators Baseline: Target | Definitions and Source of
presumptions data
Outputs
Deployed pilot projects for development | ( 3 Database,
of local action plans for employment Project
Promoters
Number of trained persons in relationto | 0 300 Database,
employment policies Project
Promoters
Trained persons in relation to social 0 150 Database,
dialogue Project
Promoters
Result
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Strengthened and enhanced capacities 0 80% Database,
for imp.lementation, monitoring ar.ld. Survey
evaluation of the employment policies Project
Promoters
Strengthened and enhanced capacities in | 0 80% Database,
relation to social dialogue Study,
Project
Promoters

Measure 1.3: Tackling the situation in the labour market of young people, women and long-
term unemployed

Specific Objectives

e Integrating young people in the labour market
e Reducing and preventing long-term unemployed (over 4 years)
e Increasing women's employment rate.

Rationale

The Republic of Macedonia experiences very high unemployment rates among young people between
the age of 15 and 27 years. The group of young unemployed persons is prioritized in the employment
policy. There is a gap between offer and demand in the labour market, mismatch between the labour
market needs and educational system and training and employer’s preference for hiring people with
work experience.

One of the unemployment features in Macedonia is long-term unemployment. Whereas the
representation of persons unemployed over one year is dominating (86.7% - LFS 2005, or 81.5% -
ESA June 2006). Of this figure 65.4% (LFS), or 50.7% (ESA) have remained unemployed for 4 years
and more.

Further, there is a gender imbalance in activity and employment rates in the Republic of Macedonia.
In 2005, the Labour Force Survey recorded the female activity rate at 43.2% and the male activity rate
at 64.9%. Traditional living habits among part of the Macedonian citizens and the traditional role of
woman in the families in Macedonia are believed to be one of the reasons for women’s low activity in
the labour market and thus low employment rate.

The highlighted difference in the activity and employment rates between men and women is among
other things, due to low activity of the women from ethnic communities. At the extreme end, the
participation rates by women of ethnic Albanian origin were only recorded to be 9.7% in 2002. In
contrast to the countrywide unemployment rate of woman at 38.4% 2005, the unemployment rate of
ethnic Albanian women were 59.5% and as high as 72.8% among ethnic Roma women according to
the 2002 Census.

The measure will provide bigger scope and integration into the labour market of young unemployed,
long-term unemployed and women through specific programmes and projects for implementation of
active labour market measures.
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Description

The measure will implement programmes and projects focusing on the unfavorable situation of young
unemployed persons, long-term unemployed and the low labour market participation of women in
Macedonia.

In terms of young unemployed persons, the measure will focus on active labour market measures with
the purpose of improving their competitiveness and employability in the labour market.

With the aim of fostering employment among the long-term unemployed, preventive and proactive
approaches will be applied, i.e. training, re-training, advanced training, practice/internships, work or
other employment measure. Appropriate active employment measures are foreseen such as offering
every unemployed person a new beginning during the first six months of their unemployment period
with regard to young persons, or during the first 12 months of their unemployment period in case of
adults.

In order to increase the female participation rate in employment, measures like training, development
of entrepreneurial spirit, employment and self-employment will be applied on the one hand, in
addition to put focus on reconciliation of family life with work, on the other hand. Furthermore, this
measure lays special stress on training and re-training of women for the purpose of increasing their
share of employment in the sectors they are underrepresented.

Eligible Actions

Actions which may be funded are:

e Support to the first employment of young persons up to the age of 27;

e Incentive of practice of young unemployed persons with completed secondary and university
education lacking working experience for the purpose of enhancing their skills and preparedness
for employment;

e Support to self-employment (family business) to long-term unemployed persons and unemployed
women

e Provide trainings for long-term unemployed adults (men and women) in skills which are highly
demanded in the labour market but there is an insufficient supply

Selection criteria

Formal approval of the criteria for selecting operations to be financed under this measure will be
subject to consideration by the Programme Monitoring Committee. Principles to underlay the criteria
are:
¢ Quality and feasibility of the proposal;
e Comprehensive review of the connection between the project, the strategic goals of the OP
and the aim of the priority axis and of the measure;
e Economic and social benefit from the use of IPA fund assets;
e Comprehensible review that the bidder fulfils the selection criteria;
e Demonstration that the proposal promotes equal opportunities (by providing gender segregated
information);
¢ Quantification of the results and objectives to be achieved;
¢ Draft budget including co-financing.
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Final Beneficiaries

e Employment Service Agency of the Republic of Macedonia
e Employers
¢ Training bodies

Final Target Groups

e Young persons aged 15-27

e Long-term unemployed persons laying special stress to persons who are 4-years and more beyond
the labour market

e Persons registered in the ESA as unemployed, who actively seek for a job and still do not have a
status of long-term unemployed

e Unemployed women aged 15-64.

Indicators/objectives/monitoring definitions

Spent (mil. Euros) total - 5,34
EU funding (mil.euros) - 4,539

Investment rate - 85%

Indicators Baseline | Target | Definitions and presumptions Source of

data
Outputs
Number of young persons 0 2200 ESA
involved in the programmes database,
“First employment support for Project
young people up to 27 years Promoters
of age”, of which: 60%
women; 30% ethnic
communities
Young persons with 690 2400 ESA
completed high and university database,
education included in the Project
Programmes for improvement Promoters
of skills and employability,
60% of the total number of
beneficiaries should be
women; 30% ethnic
communities
Number unemployed who use 0 450 ESA
the incentives for self- database,
employment, 60% of the total Project
number of beneficiaries Promoters
should be women
Long-term unemployed 0 1000 ESA
involved in the Training database,
programmes for re-entry in the Project
labour market, Promoters
Of the total number of
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participants 60% will be
women; 20% elderly persons
(55 years of age and over)
Result
Total number of employed 0 800 Project
young persons up to 27 years reports,
of age in employment 30 ESA data-
months after the completion of base,
the first employment support Project
programme activity, 60% Promoters
women; 30% ethnic
communities
% of employed young persons | 61% 50% The  baseline  number is | Project
in employment 6 months after established on the bases of the | reports,
the completion of UNDP EMI Project in 2006 and | ESA data-
Programmes for improvement encompasses all types of work | base,
of skills and employability, engagement: contracted | Project
60% women; 30% ethnic employees, civil law contracts, | Promoters
communities persons who were offered but

rejected employment and those

who continued voluntary practice
Successfully running 0 30% Data-base,
businesses two years after the Project
activity Promoters
Employed people after 0 30% ESA
completion of trainings, 60% database,
women; Project

Promoters

Measure 1.4: From Informal to Formal

Specific objectives

e To decrease the number of persons engaged in the grey economy and thus contribute to increase
the level of formal employment and the overall economic development of Macedonia.

Rationale

The size of the grey economy in Macedonia is very large and estimates suggest that at total of
152,000 persons were employed in the informal sector in 1999 and its share of GDP ranges between
20 — 50%.

This causes serious problems for the Macedonian society. Firstly, it affects the public revenue as
unregistered businesses in the informal sector evade paying tax and thus do not contribute to the
public expenditures. Secondly, with high numbers of people being engaged in the grey economy, the
national statistics become unreliable in terms of activity, employment and unemployment rates.
Thirdly, informal businesses can pay lower wages to employed persons and sell goods at a lower
price and thus oust registered business. In this way normal market forces are disrupted and hinder
growth in the number of formal registered businesses.
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By being registered as unemployed with Employment Service Agency (ESA) the person will be
covered by a health insurance if he/she does not already have one. Many of registered persons with
ESA as unemployed are believed to do so for the sake of being covered by the health insurance since
some of the unemployed indicate that they are not searching for a job. It is assumed that those persons
work and make income within the grey economy. Similarly, a good number of women are working as
unpaid family workers in the agricultural sector while at the same time being registered as
unemployed.

Description

The measure will implement programmes and projects aiming at reducing the size of the grey
economy in line with the National Employment Strategy, the National Action Plan for Employment
and in the Action Plan for Lowering Grey Economy.

Taxation and social security systems and the system of other incentives and support shall strengthen
the interest of all stakeholders in the informal sector to leave the grey economy and become formal
registered businesses and employees. Benefits in connection with starting up a formal business in
addition to support of the business operation shall be tied up with formal registered operation. This
shall increase the percentage of transfer of grey economy businesses to legal ones.

Harmonization and improvement of the legislation with the European principles will go hand in hand
with appropriate penalty measures for the operators of illegal business. By strengthening the
supervision and penalty measures for those engaged in grey economy, and enhancing inspection and
integrated inspection work (cooperation and coordination of the State Labour Inspectorate with the
other inspection services) shall significantly contribute to the decline of grey economy.

Eligible Actions

Actions which may be funded are:

¢ Public campaign “Stop to informal economy”;

e Counselling services for registration of businesses and on-going temporary administrative
support;

¢ Involvement of social partners;

e Survey on undeclared work;

¢ Strengthening the capacity of inspection services.

Selection criteria

Formal approval of the criteria for selecting operations to be financed under this measure will be
subject to consideration by the Programme Monitoring Committee. Principles to underlay the criteria
are:

e Quality and feasibility of the proposal;

e Comprehensive review of the connection between the project, the strategic goals of the OP
and the aim of the priority axis and of the measure;

e Economic and social benefit from the use of IPA fund assets;

e Demonstration that the proposal promotes equal opportunities (by providing gender segregated
information);
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e Comprehensible review that the bidder fulfils the selection criteria;
¢ Quantification of the results and objectives to be achieved,
e Draft budget including co-financing.

Final Beneficiaries

e Competent institutions, social partners and Association of the local self-government communities

¢ Inspection services
Indicators/objectives/monitoring definitions
Spent (mil. Euros) total — 0,66

EU funding (mil.euros) — 0,56
Investment rate - 85%

Indicators Baseline Target Definitions and
presumptions

Source of data

Outputs

Setting up an IT 0 1
system in Labour
Inspectorate

Project reports

Percentage of 0 30%
identified
unregistered
business who
become registered

Database

Result

LI networkedand | 80% Project reports
fully operational

Percentage of 0 50% Survey

successfully running
businesses 1 years
after completion of
the temporary
administrative
support
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3.1.2 PRIORITY AXIS 2: EDUCATION AND TRAINING - INVESTING IN
HUMAN CAPITAL THROUGH BETTER EDUCATION AND SKILLS

2: Priority Education and Training — Investing in Human Capital through better Education
and Skills

Aim

To modernise the educational and training system with a view of improving its adaptability to the
labour market demands and promoting life long learning. In addition, the priority will ensure equal
access to quality education for all irrespective of ethnic origin.

Specific Objectives

To support the modernisation of the educational and training system by implementing reforms in this
area, in particular with a view of enhancing quality and a better match between education and labour
market needs in addition to ensuring quality education for all ethnic communities. More specifically
this includes:

e Linking VET schools with business partners and modernise the two and three years vocational
education.

e Support the integration of ethnic communities in the educational system, e.g. the Roma population
and Albanians.

e To create a national coordinative body for adult education activities and pilot the development of
programmes for adult education, literacy and fulfilment of elementary education for excluded.

Rationale

Competitiveness in today’s age of knowledge-based economy depends significantly on the knowledge
and skills of a country’s population. In the Republic of Macedonia, almost half of the population
(49.39%) and about 42% of unemployed has not gone beyond primary education. The enrolment
ratio for primary education is high, which is reflected in relatively high literacy rates. However,
insufficient investment during the last two decades has had a negative impact on the overall
education quality and relevance and the participation rate in higher education is still relatively
low. International assessments of student competencies at various levels, e.g. PISA, point to the
relatively low efficiency of the education system. The percentage of early school leavers was
about 32% in 2002. Access and permanence in education is lower for ethnic communities and in
particular for the Roma population, which records the highest percentage of early school drop-
outs. There are also differences between urban and rural areas.

The relations between the initial and the continuous vocational education and training are weak.
The country has made efforts to develop its initial VET system. The secondary VET system is
currently being transformed, redefining its role, the structure and curricula of lower vocational
education and reforming post-secondary education, to improve labour market relevance and
information on skill needs, as well as the overall quality of education.

Only about 50% of the labour force reached secondary education and the majority in this group
(some 65%) attended vocational training. The share of university graduates in the labour force is
about 15%. There is a need for raising skills and for adult education, which is currently under-
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developed. The participation rate of people aged 25-64 in education and training was below 2%
in 2003.

Educational programmes have become outdated and there is a mismatch with respect to labour
market needs. Unemployment rates among secondary school-leavers are high and job search
periods long. The difficulties in the labour market have resulted in an increase in the number of
students and also in the emigration of the highly educated ones.

Description

With this modernization process, the two- and three year vocational education will significantly
increase the vocational competences of the students, i.e. their skills will correspond to the needs of the
labour market, especially if these skills are supported by computer technology skills, business and
entrepreneurship knowledge and the use of one foreign language. This means that besides the
reformation of the programme documents it is also necessary to train the teaching personnel
especially to the teachers of vocational training, but also to the participants (lecturers) in the education
system from the social partners, their introduction to the vocational didactics and upgrading of the
students competences. Also training of the employees in a firm who are prepared to take students for
internship training is necessary and a network between the schools and the business partners within
the local area is needed.

Resources will be focused on modernizing the educational system by reforming the vocational
education (two and three years) and supporting the establishment of a system for adult education,
literacy and elementary education. In addition, resources will be devoted to adapting and introducing
intercultural curriculum in multi-ethnical schools.

By raising awareness for literacy of the Roma population, introduction of innovative programmes for
the Roma children, ethical training of the teachers and directors of the schools and upgrading the
Centres for training of Roma population, the unfavourable educational structure of especially the
Roma population will be targeted. Focus will also be put on the other ethnic communities, including
Albanians, by implementing activities that contribute to the: raising the literacy of persons belonging
to the ethnic communities; decreasing of illiteracy of persons who do not speak Macedonian as a
mother tongue; elaboration and introduction of innovative programmes for education and training;
initiatives for applying the inter-cultural education, tolerance and solidarity principles among the
education and training process participants from different ethnic groups, etc.

Current absence of organised system for adult education in Macedonia urges the necessity of
establishment of a body that will coordinate adult education activities until the system becomes fully
operational. Strengthening capacities will be confined to action plans and training courses.

Programmes for adult education, literacy and fulfilment of elementary education will be developed,
implemented and evaluated in 3 pilot Municipalities.

Targeting

The final target groups of this priority include present and future students of vocational education,
adults for elementary and continuing education besides members of ethnical communities.

The following central level and local offices in addition to private organisations is foreseen as final
beneficiaries:

e Centre for Vocational Education and Training
¢ Vocational schools
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e Employment Agency

e Local self-government.

e Economic Chambers of Commerce

e Craft Chamber of Commerce

e Trade Union

e Employers’ Federations

e Centre for Roma Education

e Adult educational and training institutions
e Local firms

Measures

The priority’s measures are designed to provide appropriate assistance to the specific needs of each
target group of students. Measure details are given hereunder, including objectives, rationale and
eligible activities. In summary, they are:

Measure 2.1: Modernising the educational and training system

This measure will support modernization of the educational system and training in two and three
year’s vocational education and assist with the process of linking the vocational education and
training schools with business partners

Measure 2.2: Enabling access to quality education for ethnic communities

This measure will support the integration of all ethnic communities, Roma, Albanians etc. in the
educational system.

Measure 2.3: Developing adult education and lifelong learning

This measure will establish a coordinative body for adult education activities and piloting and testing
programmes for the development of adult education and for literacy and the fulfilment of elementary
education for excluded persons.

Delivery of the Priority

The activities to be funded within this priority include preparation of vocational qualification
standards and reform of curricula, investment in modern teaching equipment, training of teachers and
lecturers in reformed curricula, apprenticeships, studies for and testing of new curricula. Reforming
curricula with elements for inter-cultural education, training of teachers and directors of multi-
ethnical schools, financial support to and training of parents of the Roma and other ethnic
communities children and public awareness conferences. Establishment of a Coordinative Body for
Adult Education Activities and development of programme for adult education, literacy and
elementary education for excluded persons, studies and testing for new programme.

As for reform and development of curricula, i.e. for two- and three year VET, for integrating
intercultural aspects and for adult education, the proposals will be developed by the concerned
institutions, i.e. Centre for Vocational Education and Training, Centre for Roma Education and
governmental adult educational and training institutions. For all proposals it is imperative that more
partners are involved in the preparation of proposals and implementation of projects and programmes
to ensure that links to the social partners and the labour market needs are pursued in the course of
developing and reforming curricula. As for pilot projects call for proposals will be carried out by the
CFCU.
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To facilitate that civil society including the units of local self government is able to respond
effectively to the calls for proposals a selected number of municipalities will be prepared in advance
with training on ESF procedures, proposal development, application forms etc. in the form of TA.
Following selection of proposals, TA under this priority will also enhance the capacities of the final
beneficiaries in implementing, monitoring and evaluating the projects.

Close links to Priority 1 and 3 of the present OP will be pursued. Together the three priorities will
lead to an improved condition for human resources development and the concrete implementation of
activities will be coordinated to achieve the optimal possible effect. Thus, the pilot projects are

foreseen to be implemented in a limited number of municipalities.

Close link to OP III will also be pursued in terms of ensuring that training needs for road and
transport works and waste management are met by relevant curricula and training provider.

Criteria for selection of proposals include:
- Quality and feasibility of the proposal,
- number and relevance of partners,
- demonstration of link with labour market needs and
- relevance for ethnical communities.
Specific selection criteria will be defined in the project fiches.

Targets and indicators

The table below outlines the priority's Core Indicators.

Anticipated Total Spend (1,000 euro) 5,772
EU Support (1,000 euro) 4,906
Indicators Number
Outputs

Total number of trained trainers from 3 and 2 years VET Schools and trained 80
participants (lecturers) from the business partners

[Number of adopted reformed curricula according to the labour market needs 12
in the 3 and 2 years VET Schools..

[Number of Working groups established for reform of the curricula 12
[Number of adopted standards for vocational qualifications 25
[Number of cooperation agreements signed between VET schools and business 108
partners

Total number of trained teachers, directors of schools from multi-ethnical 50
schools trained

[Number of Roma families assisted 50
[Adopted reformed curricula with inter-cultural education and innovative 10
[programme.

Training carried out for new members of a Coordinative body for Adult

Education activities 10
[Number of developed and tested programmes for adult education 6
[Number of developed and tested programmes for literacy and fulfilment of 6
elementary education

Results

3 and 2 years VET schools introducing modern curricula according to the 13
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labour market needs

Continuing cooperation of the VET schools with the business partners 50
Multi-ethnical schools introducing reformed curricula adaptable for multi- 10
ethnical environment

% of children attending the next year of school from the assisted Roma 50%
families

Coordinative body for Adult Education set up and functioning 1
[Number of developed programmes successfully tested 6
[Number of pilot programmes for literacy and fulfilment of elementary 6

education.

Measure 2.1: Modernising the Educational and Training System

Specific Objectives

e To support modernization of the educational system and training in three year vocational
education.

e To support modernization of the educational and training system in two year vocational
education.

e To assist the process of linking the vocational education and training schools with business
partners.

Rationale

The three and two year’s VET programmes in the Republic of Macedonia are old-fashioned and are
lacking essential links to the labour market. The modernization of three and two year’s VET is a
priority in the sense of providing further education and training to the students from the enormous
data and theoretical subjects which are not preparing the students in vocational terms.

The dropout of the youth from the secondary VET is a major problem. Among the reasons for the
dropouts of the young people, is the length of the period of studying. Many young people also drop
out of the three years VET, which do not have sufficiently developed practical training module.

In order to successfully reform the two and year’s VET including a modularly approach allowing the
students to acquire their qualifications it is imperative to develop the cooperation between the schools
and the labour market partners. Presently, this cooperation is on a minimal level in the Republic of
Macedonia and requires the inclusion of the Centre for Vocational education and training, the
Ministry of Labour and Social Affairs, the Employment Agency, Economic Chambers, Craft
Chamber and the Union.

Description

In order to reform the two and year’s VET programmes, a network between the schools and the
business partners within the local area is needed. Also training of the local authorities who are related
with the education is necessary for connecting the schools with the local businessmen, through public
tribunes, flyers, training and organizing days for presentation of the schools to the businessmen and
local chambers. With this, a sustainability of the cooperation between the schools the firms and the
local self-governments are provided.
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For the reformation of the two year education and for the students to be able in a short period of time
to acquire vocational competences for accomplishing additional work tasks it is necessary to prepare
standards for vocational qualification, conceptual connection of the two year with the three year
education, preparation of plans and programmes which partially will be realized modularly.

If the young people leave the three year education after finishing first or second year in any
profession, the development of their vocational competences may be achieved modularly. This means
that the modular training will last from one to three months depending on how complex their
vocational qualifications are. If a two year vocational education for acquiring vocational
qualifications develops, the young people who have left the three year education system or are willing
to acquire less complex vocational qualifications are given the opportunity to leave the three year
education and form their vocational qualifications modularly, in a shorter period of time.

With this modernization process, 6 occupational clusters for 1 educational profile in three year and 6
occupational clusters for 1 educational profile in two years vocational education will significantly
increase the vocational competences of the students, i.e. their skills will correspond to the needs of the
labour market, especially if these skills are supported by computer technology skills, business and
entrepreneurship knowledge and the use of one foreign language. This means that besides the
reformation of the programme documents it is also necessary to train the teaching personnel
especially to the teachers of vocational training, but also to the participants (lecturers) in the education
system from the social partners, their introduction to the vocational didactics and upgrading of the
students competences. Also training of the employees in a firm who are prepared to take students for
internship training is necessary.

The Measure will support both capital and training based activity. Capital investment will be
confined to the teaching equipment. Also vocational schools may benefit from support for teaching
premises and working premises.

Eligible Actions
Actions which may be funded are:

Support to the social partners for cooperation with the vocational education schools

Preparation of standards for vocational qualification;

Reform of the curricula in accordance to the labour market needs;

Linking the two year vocational education with the continuing of education, i.e. supplementing it
to the lifelong learning;

Training of the teachers of vocational training;

Training of participants (lecturers) in the education system from the social partners;

Purchase and update of the teaching equipment for vocational training;

Training / information activities for the social partners (comment: I think the suggested new
wording could fit better the type of envisaged actions)

Selection Criteria
Formal approval of the criteria for selecting operations to be financed under this Measure will be
subject to consideration by the Programme Monitoring Committee. Principles to underlay the criteria

arc:

¢ Quality and feasibility of the proposal
e Target sectors of the Priority
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e Vocational schools in the areas for the highest rate of unemployment

¢ Consistent with National and Regional policies
e Consistent with Development plan of Municipalities

Final Beneficiaries

Vocational schools,

Local firms,

Local self-government.

Centre for Vocational Education and Training.
Employment Agency,

Economic Chambers of Commerce

Craft Chamber of Commerce

Trade Union

Monitoring Indicators/Targets/Definitions

Total Spend (1,000 euro) — 2,886
EU funding (1,000 euro) — 2,453
Intervention rate — 85%

Indicators Target | Definition and
assumptions
Outputs
Total number of trained trainers from 3 and 2 years VET Schools
and trained participants (lecturers) from the business partners 80
Number of adopted reformed curricula according to the labour 12
market needs in the 3 and 2 years VET Schools.
Number of Working groups established for reform of the curricula | 12
Number of adopted standards for vocational qualifications 25
Number of cooperation agreements signed between VET schools | 108
and business partners
Results
3 and 2 years VET schools introducing modern curricula 13
according to the labour market needs schools
Continuing cooperation of the VET schools with the business 50
community
Measure 2.2: Enabling access to Quality Education for Ethnic Communities
Specific Objectives
e To support integration of Roma population in educational system
e To support integration of other ethnic communities, including Albanians
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Rationale

Ethnic communities account for around 35% of the total population of the country. The size of the
Albanian ethnic minority with a quarter of the total population has increased by about 4% since
Republic of Macedonia gained independence. Other substantial ethnic communities are Turks and
Roma. The size of each ethnic community has been relatively stable over the last 15 years. Education
in the mother tongue of the ethnic communities is a constitutional right and available as such in the
system of primary and secondary education. There are several university study programs for minority
languages and since 2004, there is an official public university with Albanian as the language of
instruction- the State University in Tetovo. There are few vocational training programs targeting
ethnic communities and some of them are only for a specific ethnic group. The official unemployment
rate within the ethnic communities is alarming. Albanians, Turks and Bosnian communities report
unemployment rates of around 60 percent. Serbs and Vlachs are under the average unemployment
rate and have the smallest percentage of social welfare recipients. The official statistical data is that
unemployment of the Roma population is around 80 percent. This ethnic community is among the
most frequent beneficiary of social welfare measures.

According to the last census in 2002, the Roma population represents 2.66% of the total population in
the Republic of Macedonia. Roma population represents the vulnerable ethnic community, where 24
% are illiterate, 20% are with uncompleted primary education, 33% are with completed primary
education, 13.5% are with uncompleted secondary education, 9.2% are with completed secondary
education and 0.3% is with completed high or higher education. The biggest drop out from the
schools is coming from the Roma ethnic community and they have the highest rate of unemployment.

The main objective of this measure is to ensure equal access to quality education for persons from all
ethnic communities in order to achieve higher educational results, to acquire higher education level
and professional qualification. Achievement of a better integration and socialization of persons and
pupils belonging to ethnic communities is important for the Republic of Macedonia as a multicultural
society.

Description

Having in mind this unfavorable educational structure of the Roma population, this measure will
contribute to the raising of awareness for literacy of the Roma population, introduction of the
innovative programmes for the Roma children, ethical training of the teachers and directors of the
schools, upgrading of the Centers for training of Roma population etc.

This measure should also focus on the other ethnic communities, including Albanians, by
implementing activities that contribute to the: raising the literacy of persons belonging to the ethnic
communities; decreasing of illiteracy of persons who do not speak Macedonian as a mother tongue;
elaboration and introduction of innovative programmes for education and training; initiatives for
applying the inter-cultural education, tolerance and solidarity principles among the education and
training process participants from different ethnic groups, etc.

Eligible Actions
Actions which may be funded are:

Training of the teachers and directors of schools;

Training of the parents of the Roma children

Updating the curricula with elements for inter-cultural education;
Introduction of innovative programmes for education and training

Financial support to the parents of the Roma and other communities children;
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e Supplying the Roma pupils with necessary books and literature;

e Implementation of programmes for inclusion of the Roma children and other ethnic communities

in the educational system;
e Public awareness conferences.

Selection Criteria

Formal approval of the criteria for selecting operations to be financed under this Measure will be
subject to consideration by the Programme Monitoring Committee. Principles to underlay the criteria

arc:

¢ Quality and feasibility of the proposal

e Number of multi-ethnical classes in the schools
¢ Consistent with School Development plan

e Municipalities of ethnical communities

Final Beneficiaries

e Educational and training institutions,
e Municipalities,

e Centre for Roma Education

e NGOs.

Monitoring Indicators/Targets/Definitions
Total Spend (1,000 euro) — 1,154

EU funding (1,000 euro) — 0,981
Intervention rate — 85 %

Indicators | Target | Definition and assumptions
Qutputs
Total number of 50

trained teachers,
directors of schools

Number of Roma 50
families assisted

Adopted reformed 10
curricula with inter-
cultural education
and innovative
programme.

Results

Multi-ethnical 10
schools introducing
reformed curricula
adaptable for multi-
ethnical
environment
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Percentage of 50%
children attending
the next year of
school from the
assisted Roma
families
Continuing 50
cooperation with the

parents of the Roma
children

Measure 2.3: Developing adult education and lifelong learning

Specific Objectives

e To achieve a systemic approach to adult education and the coordination of activities at national
level through the creation of a coordinative body for adult education activities.

¢ Development of adult education.

e Fostering of a programme for literacy and the fulfilment of elementary education for excluded
persons.

Rationale

Some of the more pronounced weaknesses of adult education in the Republic of Macedonia are the
absence of a good adult education programme, the lack of coordination of activities and the lack of a
partnership approach in their realization.

The decentralisation is to a large extent a challenge for the local self — governments. In the new
situation, the local economies will directly depend on the competencies of the available labour force.
It is of interests to the local self — government to continuously monitor the needs and opportunities
offered by the local labour market and adapt the educational offer to those needs. The human resource
development will be crucial to the local self- governments in the coming period. The opportunities
for intensifying the cooperation between the stakeholders and the utilisation of their capacities for the
achievement of the common goals are great. At the same time successful anticipation of the future
education and training needs becomes a prerequisite for development of businesses and the local
economy.

Description

The Measure will support both strengthening capacities for adult education and human resources
investments. Current absence of organised system for adult education in Macedonia urges the
necessity of establishment of a body that will coordinate adult education activities until the system
becomes fully operational. Strengthening capacities will be confined to action plans and training
courses. This measure should result in establishment of a Coordinative Body for Adult Education
Activities, managed by the body comprising adult education institutions and some other relevant
representatives (education, economy, employment, union, government and civil sector). The
functioning of this body should standardize the offer of adult education services, creation of a win-
win strategy for cooperation in the field with an inclination to work toward a systematic approach to
the development and realization of adult education at all levels. Its primary objective is planning,
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implementation, standardization and coordination of initiatives and activities in the area of adult
education throughout the country.

In addition, the Coordinative Body will implement following activities: Organization of training
courses, cooperation with other National Bodies with competences in Adult Education, collection and
provision of information (on the labour market and the opportunities it offers, on education,
government development programmes, civil sector initiatives and initiatives of the local self-
governments), respond to the movements in the labour market and the educational supply and
demand, practical functioning of providers of education services in the area of adult education and
mediation for programme implementation

Also this measure addresses the local needs for development, considering the interests and needs of
all subjects determining regional development (local authorities, employers, education and civil
sector)

Additionally the Coordinative Body shall propose active methods to respond to the real educational
needs of youth and adults, initiate implementation of adult education programmes, local action for
promotion of education and development of culture of learning, as well as permanent monitoring of
factors that mostly influence groups at risk tending to become long —term unemployed and facilitation
of mobility and provision of counselling by the employment services.

Eligible Actions
Actions which may be funded are:

Establishment of a Coordinative Body for Adult Education Activities.

Functioning of a Coordinative Body for Adult Education Activities.

Development of Programme for Adult Education

Development of Programme for literacy and fulfilment of elementary education for excluded
persons.

Selection Criteria

Formal approval of the criteria for selecting operations to be financed under this Measure will be
subject to considerat