
30. NORTH MACEDONIA 
 

128 

The economic recovery has begun in 2021 

After a major economic recession in 2020, real 

output increased by 5.2% y-o-y in the first half of 

2021. A buoyant second quarter followed onto a 

contraction in the first three months, both largely 

the result of base effects. Private consumption, 

rose markedly in the second quarter. Inflows from 

remittances were some 38% higher year-on-year, 

bolstering household’s disposable incomes. 

Investment was slightly above its level of one year 

earlier, but remained below the outturn of the 

second half of 2020. Both, exports, benefitting 

from the recovery of foreign demand, and imports, 

driven by firming domestic demand, surged. High 

frequency data for Q3, when base effects were less 

significant, point to a slight deceleration in annual 

growth over the summer.  

Firming domestic and external demand likely 

to lead upswing onto firm ground 

The recovery of domestic demand is expected to 

become more entrenched over the forecast horizon. 

Annual growth in household spending is expected 

to accelerate further in 2022 and to remain robust 

in 2023. With remittances recovering and some 

remaining government support to employment and 

wages at least throughout 2022, annual growth in 

household spending is expected to accelerate 

further in 2022 and to remain robust in 2023. 

Private consumption is likely to be the main driver 

of domestic demand. With the ongoing restoration 

of global supply chains and recovery of demand 

from the German automotive sector, export growth 

is expected to accelerate sharply. However, net 

exports are expected to detract from growth over 

the forecast horizon, as a result of strong import 

growth, reflecting rising domestic demand and 

import-dependent export production. Yet, the 

negative contribution from net exports would 

gradually diminish, leading to a more balanced 

growth composition. The deficit in merchandise 

trade is expected to narrow, largely as a result of a 

decrease in energy imports, as energy prices are 

expected to drop, driving the projected 

improvement in the current account balance.   

    

Employment growth to accelerate  

In line with the economic recovery, more workers 

were employed in the second quarter than in the 

first three months of the year. The labour force 

also increased slightly, but was well below its 

2020 level. However, the number of young 

workers declined, compared to Q1-21, leading to a 

rise in the unemployment rate for this age group. 

Employment growth is expected to pick up over 

the forecast horizon, given the firming recovery 

and continued government support to employers.  

Price pressures set to moderate 

Inflation picked up gradually in 2021. Pressures 

arose mainly from the supply side, given rising 

global prices for energy and food, and global 

supply chain disruptions, in particular in the 

automotive industry. While global price pressures 

are set to abate over the forecast horizon, firming 

domestic demand is expected to maintain some 

price pressure on individual sectors, but overall 

inflation dynamics are projected to slow down.  
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North Macedonia’s economic recovery is making good progress, as both, domestic and foreign demand 

are strengthening. The upswing is expected to gradually solidify in 2022 and 2023, based on a further 

firming of private consumption and foreign demand. Real GDP growth is projected to average 3.9% in 

the period 2021 to 2023. The recovery in public finances is likely to be more protracted than anticipated 

earlier. Financing needs for the government’s ambitious new public investment plans, and continued 

implementation of anti-crisis measures are likely to entail sustained high fiscal deficit levels.  
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Fiscal consolidation expected to be protracted 

Tax revenue has recovered since the last quarter of 

2020, as containment measures were gradually 

lifted and companies paid deferred income tax 

liabilities. Still, the government revised the budget 

in June 2021, and raised the target for the fiscal 

deficit to 6.5% of GDP, up from the original 4.9%. 

Capital expenditure was increased by 24%, 

compared to the original budget (or doubled 

compared to the 2020 outturn).  

  
The government plans to reduce the central 

government fiscal deficit to 3.5% by 2023, but 

consolidation measures are unclear, in particular in 

light of the government’s plan to substantially 

raise, in 2021-2025, public investment, in part 

financed from the budget. However, full realisation 

of this plan is unlikely, given the government’s 

track record of under-executing capital expenditure 

and only small progress towards improving public 

investment management. The continued 

implementation of measures from the six anti-

crisis packages is likely to drive the fiscal deficit 

up. Sustained high deficits make debt stabilisation 

elusive over the forecast horizon. General 

government debt is projected to rise further at least 

until 2023, yet to remain below 60% of GDP.  

Risks to the forecast are on the downside 

The positive growth outlook could be challenged if 

the pace of vaccination slows down or further 

containment measures are required. A prolonged 

disruption of supply chains could impact 

negatively on expectations for exports, in 

particular. To bolster fiscal sustainability, the 

government will need to carefully calibrate the 

gradual withdrawal of fiscal crisis support and the 

implementation of its ambitious investment 

agenda. The fiscal scenario assumes swift 

implementation of improvements in fiscal 

governance and in public investment management.  
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bn MKD Curr. prices % GDP 02-17 2018 2019 2020 2021 2022 2023

664.0 100.0 3.1 2.9 3.2 -4.5 4.0 3.9 3.7

440.7 66.4 3.4 3.7 3.5 -5.6 4.8 3.9 3.3

111.5 16.8 -0.9 1.5 -0.8 10.1 2.2 0.6 0.7

120.0 18.1 4.4 -6.4 8.0 -6.1 8.0 11.2 9.9

: : : : : : : : :

386.0 58.1 7.6 12.8 7.2 -10.9 12.9 11.5 9.9

470.9 70.9 7.2 10.7 8.9 -10.5 12.0 10.6 8.9

638.8 96.2 2.8 2.7 2.7 -3.5 3.1 3.5 3.0

3.5 1.2 3.8 -3.5 5.0 4.7 4.1

0.9 2.0 1.5 -2.3 0.0 0.0 0.0

-1.1 -0.4 -2.1 1.3 -1.0 -0.8 -0.3

1.8 2.5 5.0 -0.3 1.1 2.6 2.5

31.6 20.7 17.3 16.4 15.7 15.1 14.6

2.6 5.2 7.8 7.6 5.7 3.1 2.7

1.3 4.8 9.7 12.4 2.8 1.8 1.5

-1.3 0.9 8.5 11.4 0.9 0.4 0.5

: : : : : : :

2.6 3.9 1.1 0.9 1.9 1.4 1.0

1.7 1.4 0.8 1.2 3.3 2.1 1.8

0.9 2.2 -0.2 -0.8 1.7 2.1 1.4

-22.4 -16.2 -17.5 -16.8 -17.2 -17.0 -16.7

-3.4 -0.1 -3.3 -3.4 -3.6 -2.6 -2.2

: : : : : : :

-1.5 -1.1 -2.1 -8.2 -6.1 -4.9 -4.3

: : : : : : :

: : : : : : :

32.6 40.4 40.7 51.2 54.5 56.3 58.1

GNI (GDP deflator)

Table II.30.1:

Main features of country forecast - NORTH MACEDONIA

2020 Annual percentage change

GDP

Private Consumption

Public Consumption

Gross fixed capital formation

of which: equipment

Exports (goods and services)

Imports (goods and services)

Contribution to GDP growth: Domestic demand

Inventories

Net exports

Net lending (+) or borrowing (-) vis-a-vis ROW (c)

Employment

Unemployment rate (a)

Compensation of employees / head

Unit labour costs whole economy

Real unit labour cost

Saving rate of households (b)

GDP deflator

Consumer price index

Terms of trade goods

Trade balance (goods) (c)

Current-account balance (c)

General government balance (c)

Cyclically-adjusted budget balance (d)

Structural budget balance (d)

General government gross debt (c)

 (a) as % of total labour force. (b) gross saving divided by adjusted gross disposable income.  (c) as a % of GDP. (d) as a % of potential GDP.
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