
279  

  

 

 

 

 

ANALYSIS OF THE REGULATION OF THE LABOR MARKET IN THE 

REPUBLIC OF MACEDONIA 

Mimoza Serafimova1; Mirjana Stojceska Gjorgjioska2 

 

Abstract  

The paper analyzes the situation of the labor market regulation that supported by the 

relevant legal legislation. From the changes in the regulations that affect the life cycle of the 

business, we will set out the regulation of employment, especially regarding the areas of 

employment, and working hours. This paper will look at aspects that affect the quality of 

work, such as the availability of maternity leave, paid sick leave and the equal treatment of 

men and women in the workplace. Standard assumptions are used when collecting data. The 

data on labor market regulation are based on detailed questionnaires on employment 

regulations, the laws and regulations on employment are analyzed, and secondary sources 

of data are also considered. 

To make data comparable in all economies, several assumptions about the worker and 

business are used, supporting policymakers in designing regulatory labor market reforms. 
 

Keywords: labor market, regulation, employees, Macedonia. 

JEL classification: М1, М12, М51, М54. 

 

Introduction 

The flexibility of employment regulation as far as employment, is concerned is 

working hours and dismissal. Aspects affecting the quality of work would be the availability 

of maternity leave, paid sick leave and equal treatment of men and women in the workplace. 

Transition countries, including Macedonia, are carefully and rapidly trying to bring 

legislation that will regulate the labor market closer to the European. 
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1. Literature review 

The Keynesian economy focuses on the fact that unemployment is the result of an 

insufficiently effective demand for products and services in the economy. According to 

(Romer 1990: 64) economic growth led to internal sectoral economic changes. These changes 

lead to structural unemployment. Technological development changed the way of production 

by reducing the number of employees. While (Pissarides 1990) and (Postel Vinay, 1998: 

1091-1115) state that technological development helped for the reduction of unemployment 

due to the effect of capitalism. (Zaglar, 2006: 53) analyzed the ratio between economic 

growth and unemployment in the United Kingdom in the period 1982-1999, and the results 

showed a strong and negative correlation between economic growth and unemployment. 

According to him, fast-moving economies will face structural unemployment for a short 

period. Unemployment can be minimized by effective planning and human capital 

improvement. Many economists analyze this ratio between economic growth and 

unemployment to make estimates from the Okun coefficient. In particular, Okun (1962) at 

the time of the Kenyanism referred to a stable ratio between the GDP growth and the change 

in the percentage of employment. The others on the list were Smith (1975), Gordon (1984), 

Knoester (1986), Kaufman (1988), Prachowny (1993), Weber (1995), Musa (1997a, 1999), 

Attfield и Silverstone (1998), Lee (2000), Harris dhe Silverstone (2001), Sogner и Stiassny 

(2002), and Silvapulle et al (2004). 

2. National perspective 

According to the presented presented challenges faced by the labor market, selected 

by the National Employment Strategy of the Republic of Macedonia 2016 - 2020, they would 

indicate: 

• Low employment rate, high gender gap in employment and low employment of young 

people; 

• Highly vulnerable employment; 

• Unfavourable employment structure, dominated by low levels of occupation. High 

unemployment rate that especially affects young people; 

• High long-term unemployment. Relatively low activity rate resulting from low activity 

of women and low-education; 

• Inactive women are disproportionately distributed among young women, women in 

rural areas and unskilled, with one of the most important reasons for female inactivity 

being household responsibilities; 

• High youth unemployment and a long transition period from education to the labor 

market. Possible growth of the unemployment of highly educated persons (large growth 

in the supply); possibility to increase the phenomenon of over-education (Selected part 

of the National Strategy for Employment of the Republic of Macedonia 2016-2020: 27). 
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3. Methodology and research frame 

The study includes analysis of data from the survey conducted in 2016. In order to make data 

comparable in all economies, several assumptions are used for employees and businesses: 

• Employees are employed in trade, aged 19, with one year work experience, full-time 

and not members of the trade union. 

• Businesses are limited liability companies (or equivalent in the economy), engage in 

trade activity in the largest business city of the economy. For 11 economies data are 

collected for the second largest business city, having 60 employees. They adhere to any 

law and regulation, but do not give workers more benefits than those provided by law, 

regulation or (if applicable) collective agreements. 

• Analysis of the relationship of Employment Laws and Regulations, as well as 

secondary sources that are considered to ensure accuracy. 

 

Examined aspects of employment, working hours, redundancy rules, redundancy costs 

and quality of work. 

Employment laws need to protect workers from arbitrary or unfair treatment and to 

ensure effective bargaining between employers and workers. Many economies that have 

changed the regulation of the labor market for the past 5 years do so in a way that has 

increased its flexibility. The changes that Macedonia made to regulate the labor market are 

shown in Table 1. 

 

Table 1: Changes in market regulation in Macedonia 

Year Reform 

2016 1.Macedonia introduced amendments to its Labor Relations Act 

relating to social contributions, employment contracts, independent 

contractors, annual leave, overtime work, health inspections and 

labor disputes. 

2.Macedonia increased the minimum wage. 

 
Source: Doing Business database 

The data for Macedonia is based on a detailed overview of the labor market regulations, 

prepared by lawyers and public officials. 

3.1 Employment 

Work engagement data covers five areas: 

• prohibiting fixed-term contracts for permanent tasks; 

• maximum cumulative duration of fixed-term contracts; 
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• the minimum wage in the commercial activity, 19 years of age, with one year work 

experience; and 

• the relationship of the Employment Laws and Regulations, and the secondary sources 

considered to ensure accuracy. 

• minimum wage of the average added value per worker (ratio of GDP per capita to the 

working-age population as a percentage of the total population). 

Table 2: Data for working engagement 

Hiring Data 

Fixed-term contracts prohibited for permanent tasks? No 

Maximum length of a single fixed-term contract (months) 60 months 

(Art. 46(1) 

Maximum length of fixed-term contracts, including  

renewals (months) 

60.0 

Minimum wage applicable to the worker assumed in the  

case study (US$/month) 

287.5 

Ratio of minimum wage to value added per worker 0.5 

Source: Doing Business database  

3.2 Working hours 

Working hours include nine areas: 

• the maximum number of working days per week; 

• night work premium (as a percentage of hourly wage); 

• a weekly working holiday allowance (as a percentage of an hourly wage); 

• overtime work (as a percentage of hourly wage); 

• whether there are restrictions on night work; 

• whether single and unmarried women can work the same night time as men; 

• whether there are restrictions on weekly rest; 

• whether there are restrictions on overtime work; and 

• average paid annual leave for workers with 1, 5 and 10 years of work experience; 

 

Table 3: Data on working hours 

Working Hours Data 

Maximum number of working days per week 6.0 

Premium for night work (% of hourly pay) 35.0 

Premium for work on weekly rest day (% of hourly pay) 50.0 
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Premium for overtime work (% of hourly pay) 35.0 

Restrictions on night work? Yes 

Whether nonpregnant and nonnursing women can work the same 

night hours as men 

Yes 

Restrictions on weekly holiday? No 

Restrictions on overtime work? No 

Paid annual leave for a worker with 1 year of tenure (working days) 20.0 

Paid annual leave for a worker with 5 years of tenure (working days) 20.0 

Paid annual leave for a worker with 10 years of tenure (working days) 20.0 

Paid annual leave (average for workers with 1, 5 and 10 years  

of tenure, in working days) 

20.0 

Source: Doing Business database 

3.3 Quality of work 

Doing Business in its research has introduced new data on job quality in 2015 and covers 

eight quality issues: 

• whether the law provides for equal reward for work of equal value; 

• whether the law provides for non-discrimination based on gender in employment; 

• whether the law provides paid or unpaid maternity leave; 

• the minimum length of paid maternity leave (in calendar days); 

• whether the employees receive maternity wages 100%; 

• whether the employee is eligible for protection against unemployment after one year 

of work experience; and 

• the minimum duration of the contribution period (in months) that is required for 

protection against unemployment. 
 

Table 4: Performance data 

Job Quality Data 

Equal remuneration for work of equal value? No 

Gender nondiscrimination in hiring? Yes 

Paid or unpaid maternity leave mandated by law? Yes 

Minimum length of maternity leave (calendar days)? 270 (for one child) 

Receive 100% of wages on maternity leave? Yes 

Five fully paid days of sick leave a year? Yes 



284  

  

 

 

Unemployment protection after one year of employment? Yes 

Minimum contribution period for unemployment protection 

(months)? 

12.0 

Source: Doing Business database 

 

4. Analysis and findings 

Based on the abovementioned, it is clear that the challenge facing Macedonia is to 

reduce the unemployment rate and encourage employment through sound legal legislation. 

Some of the recommendations that can ease the process itself are that despite good progress 

in labor market conditions, the country still faces a high unemployment rate and low 

employment and activity rates. 

The overall employment rate is low as a result of the low employment of women and 

young people. Both the quality of jobs and employment may be better. In the structure of 

employment there is dominance of elementary occupations that are low-productive, pay low 

wages, and do not exploit human potential, and one fifth of Macedonian workers work at the 

level of elementary occupations. In the structure of employment and free (unfilled) jobs, the 

most occupied occupations are secondary occupations, which require workers with 

secondary (vocational) education. The highest growth rates of the number of employed 

persons (newly created jobs) have among the highly educated persons. However, the high 

growth of the offer of highly educated personnel (which slightly exceeds the demand growth) 

caused a slight increase in the unemployment of highly educated persons and an increase in 

the phenomenon of over-education.  

The activity of the able-bodied population is low as a result of the low activity of 

women and low-educated persons. Inactive women are disproportionately distributed among 

young women, women in rural areas and unskilled, with one of the most important reasons 

for female inactivity being the household responsibilities. 

 

5. Conclusion 

An efficient labor market that works well is an important part of the overall business 

environment. According to the Labor Market Performance Indicator (GIC), the labor market 

efficiency was assessed at 4.2, making Macedonia ranked 71th. Although there is some 

improvement, work efficiency needs to continue to improve. The ILO survey (2013) shows 

that firms generally consider that legislation on the labor market is relatively good, but certain 

aspects need to be significantly improved. As main areas, the ILO (2016) Enabling 

Environment for Sustainable Enterprises, where necessary improvements to the regulations 

state: termination of employment and dismissal of workers, days of annual leave, types of 

work contracts and employment, for half of employers, the regulation on safety and 

protection at work presents a great financial burden.  
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