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1. DESCRIPTION OF THE SITUATION IN THE AREA AND   
 PROBLEM DEFINING 

 1.1. DESCRIPTION OF SITUATIONS 

Public enterprises are regulated with the Law on Public Enterprises (Official Ga-
zette of the Republic of Macedonia, no.  38/96, 9/97, 6/02, 40/03, 49/06, 22/07, 
83/09, 97/10, 6/12, 119/13, 41/14, 138/14, 25/15, 61/15, 39/16 и 64/18).

Public enterprises are established for doing activities of public interest. The Gov-
ernment of the Republic of Macedonia establishes public enterprises on behalf 
of the Republic of Macedonia, the Council of the Municipality on behalf of the 
Municipality, and the Council of the City of Skopje on behalf of the City of Skopje.

Organs of the public enterprise are:

 • Managing Board,
 • Director and
 • Supervisory Board.
 
Managing Board of the public enterprise is consisted of at least five, and a 
maximum of 15 members.  In the Managing Board the founder appoints, or 
dismisses representatives from the ranks of affirmed and well known experts 
in the subject area of the public enterprise, taking into consideration the relevant 
and equitable representation of the members of all communities.  
 
As president or member of the Managing Board may be appointed a person 
who fulfils the following prerequisites:

 • is citizen of the Republic of Macedonia,
 • has acquired at least 240 ECTS credits or completed VII/1   
  level of education,
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 • in the moment of appointing, with a final judgement is not   
  pronounced to him/her a penalty or misdemeanour sanction -  
  prohibition for doing a profession, activity or duty and
 • has a minimum of three years working experience.

The duration of the term of office of the members of the Managing Board can not be 
longer than four years. 

The work of the public enterprise is managed by a director, who is elected or dis-
missed by the Managing Board. The director of the public enterprise may appoint an 
employee who would replace him/her in his/her absence and who would manage the 
ongoing work of the public enterprise. The director is elected with term of office of 
four years. The work of the public enterprise, founded by the municipality, or the City 
of Skopje, is managed by a director that is elected or dismissed by the mayor of the 
municipality or of the City of Skopje. For appointing a director a public announcement 
in three daily newspapers is published on the whole territory of the Republic of Mace-
donia, and in one of the newspapers issued in the language spoken by at least 20% of 
the citizens who speak official language other than Macedonian. 
 
As director may be appointed a person who fulfils the following prerequisites:

 • is citizen of the Republic of Macedonia,
  has acquired at least 240 ECTS credits or completed VII/1 level of  
  education,
 • in the moment of appointing, with a final judgement is not   
  pronounced to him/her a penalty or misdemeanour sanction -  
  prohibition for doing a profession, activity or duty and
  has a minimum of five years working experience.
 • possesses one of the following internationally recognised   
  certificates for active knowledge of the English language, not  
  older than five years, as follows:  TOEFL iBT - at least 74 points,  
  IELTS - at least 6 points, ILEC Cambridge English: Legal - at least  
  B2 level, FCE Cambridge English: First – passed, BULATS - at  
  least 60 points or АPTIS - at least level B2.
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The director is obliged each six months to submit report on the work of the public 
enterprise to the Managing Board, or to the Mayor of the municipality, or of the City 
of Skopje. In the report the Director is obliged especially to submit data for the type 
and the scope of the work done during the activity of the public enterprise, as well as 
data for the financial activities. If in the work report are determined deficiencies and/
or losts in the financial activities, the director is obliged to eliminate these in the next 
six days. The Director is obliged to publish the three-month report, which consists 
indicators for the financial activities, the annual accounts and the report on the work 
of the public enterprise on the website of the public enterprise.

The Director of the public enterprise is dismissed before the expiry of the term of 
office, in the following cases:

 • at his/her own request, 
 • if any of the reasons for termination of employment in accord 
  ance with law arise,  
 • if he/she does not work and act according to the law, the statute  
  and the acts of the public enterprise or fails to implement the  
  decisions of the Managing Board or acts contrary to them, 
 • if he/she causes damage to the public enterprise by its negligent  
  and improper work,
 • if he/she neglects or fails to perform its obligations and thereby  
  causes disturbances in the performance of activities of public  
  interest by the public enterprise,
 • if he/she does not submit a work report,
 • if he/she fails to eliminate the deficiencies even after expiring  
  of the six-month period or there are deficiencies and / or losses  
  in his/her financial operations within that time limit, and
 • if he/she fails to submit a work report on the financial indicators  
  to the founder within 20 days since the end of the three-month  
  period or he/she fails to publish the three-month report within  
  15 days since submission of the annual accounts to the Central  
 • Registry, which includes indicators for financial activities, annual  
  accounts and report on the work of the public enterprise on the  
  website of the same.
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The Managing Board, or the Mayor of the municipality, or the City of Skopje, if one 
of the preconditions is fulfilled, will make a decision to dismiss the Director. Until the 
election of a new director, the Managing Board, ie the Mayor of the municipality or 
the City of Skopje, within five days of the decision to dismiss the Director, appoints 
an acting director of the public enterprise, but not longer than six months.

A Supervisory Board for the Control of Material and Financial Operations (here-
inafter: Supervisory Board) of five members is set up to control the material and 
financial operations of the public enterprise. The term of office of the members of 
the Supervisory Board may not exceed four years. The members of the Supervisory 
Board are appointed or dismissed by the founder. As a member of the Supervisory 
board may be appointed a  person who fulfils the following prerequisities:

 • is citizen of the Republic of Macedonia,
 • has acquired at least 240 ECTS credits or completed VII/1 level  
  of education,
 • in the moment of appointing, with a final judgement is not   
  pronounced to him/her a penalty or misdemeanour sanction -  
  prohibition for doing a profession, activity or duty and
  has a minimum of three years working experience.

The Supervisory Board may conduct on-site check of all documents and records 
of the public enterprise in order to carry out its control activities. The Supervisory 
Board may, for the purpose of checking the documents and records of the public 
enterprise, invite experts to assist him/her in carrying out the supervision. Mem-
bers of the Supervisory Board may attend the meeting of the Managing Board and 
receive an invitation with all materials provided to the members of the Managing 
Board. The Supervisory Board compulsory reviews the quarterly reports containing 
indicators of financial activities, annual accounts and the public enterprise work 
report and after reviewing, it provides opinion to the Managing Board. The Man-
aging Board may not adopt the quarterly reports containing indicators of financial 
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activities, annual accounts and the report on the work of the public enterprise 
unless it has previously received a favorable opinion from the Supervisory Board. 
The Supervisory Board may approve the acts adopted by the Managing Board, if it 
is determined by the statute of the public enterprise. The Supervisory Board shall 
submit the report on the review of the annual accounts and the report on the work 
of the public enterprise to the Minister for Finance. In thе report to the Minister 
for Finance, the Supervisory Board provides information about the situation in the 
public enterprise over which it exercises control. The Supervisory Board shall also 
provide a copy of the report to the Minister responsible for the affairs of the relevant 
activity. The Supervisory Board shall meet at least four times a year.
The Law on Public Enterprises regulates the work and operation of public enterpris-
es. The law contains prerequisites for the appointment of members of managing 
boards, directors and members of supervisory boards. However, these conditions 
are too general and do not relate to the competence of the public enterprise itself. 
The number of members of the managing and supervisory boards does not corre-
spond to the real need of public enterprises. Namely, the number of members is too 
large, and given the fact that these managing and supervisory bodies in public en-
terprises have legally defined competence, which is professional, the large number 
of members impedes the overall work and functioning of these bodies. There is a 
lack of merit procedure in the appointment of these persons, ie there is no regu-
lated procedure for selecting the best candidate, in cases when there are several 
candidates for one position. As regards dismissal, the law contains conditions 
for dismissal only for the directors of public enterprises, but not for the members 
of the managing and supervisory boards. The law contains clear provisions for 
regular supervision of the overall financial performance of the public enterprise 
by the Supervisory Board. This would mean that the members of the Supervisory 
Board should be very familiar with the work of the public enterprise as well as all the 
regulations relating to the work of the public enterprises, and on the other hand the 
law does not prescribe clear requirements for such qualifications of the members 
of the Supervisory Board. This makes it impossible for these members to exercise 
in practice proper control over the issue.
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 1.2 CAUSES OF THE PROBLEMS UNDER CONSIDERATION 

The aforementioned situation in the area regulated by this law is due to the following 
reasons:

 • The conditions for appointing directors, members of the   
  managing and supervisory boards in public enterprises are too  
  general, and are not related to the competence of the public  
  enterprise itself;
 • The number of members of the managing and supervisory  
  boards is too large and does not correspond to the real needs  
  but also to the financial opportunities of the public enterprises;
 • The competences of the Director, as well as of the Managing  
  and Supervisory Board require a great extent of their expertise,  
  primarily in the areas of public enterprise activity, material and  
  financial operations, human resources management, legal   
  affairs, etc.
 • There is a lack of merit selection procedure for candidates for  
  members of the managing and supervisory boards, ie there is  
  no regulated procedure for selecting the best candidate, in   
  cases when there are several candidates for one position;
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 • The law does not contain any conditions for dismissal of   
  members of the managing and supervisory boards, but only for 
  mal conditions for dismissal of directors, which are not related  
  to the quality of the work of the public enterprise. This   
  leaves no mechanism for accountability of the directors, but  
  also the members of managing and supervisory boards for the  
  quality of their work, and therefore the work of the public enter 
  prises themselves and the quality of services provided to the  
  citizens is without any control.
 

2. OBJECTIVES OF THE REGULATION PROPOSAL

The purpose of these amendments to the Law on Public Enterprises is to establish 
a merit procedure for the selection and appointment of directors, members of the 
managing and supervisory boards in public enterprises. In addition, the law prescribes 
the conditions for dismissal of directors of public enterprises, strengthens the criteria for 
members of the managing and supervisory boards, reduces the number of members of 
the managing and supervisory boards, as well as establishes a profile of persons who 
may be members of the managing and supervisory board.
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3. POSSIBLE SOLUTIONS (OPTIONS)

 3.1. DESCRIPTION OF THE SOLUTION „DO NOTHING“

The “do nothing” option is used as a parameter to compare costs and benefits from 
other options (baseline).

This solution means that the proposed amendments to the Law on Public Enterprises 
should not be adopted. In such a case, the problems regarding the functioning of the 
public enterprises will remain, ie the number of members of the managing and super-
visory boards will be too large and inadequate to the needs and opportunities of the 
public enterprises. There will be no requirements for members of the managing and 
supervisory boards to comply with the powers of these bodies, which will mean that 
these bodies will not be able to exercise their legal responsibilities in the future, too. 
The absence of an open, fair, transparent and merit selection procedure for candidates 
for members of the managing and supervisory boards will also allow in these bodies 
in the future to be appointed persons on the basis of discretionary policy rather than 
competence, which leaves space for corrupt practices. The lack of conditions and 
legal grounds for dismissing members of the managing and supervisory boards, espe-
cially as regards the quality of their work, will mean that in the future, those engaged in 
these bodies will have no responsibility for their work.
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 3.1. DESCRIPTION OF POSSIBLE SOLUTIONS (OPTIONS) FOR   
  RESOLVING THE PROBLEM

Adopting a Draft Law amending the Law on Public Enterprises. 
The Draft Law amending the Law on Public Enterprises will:

• Classify public enterprises into micro, small, medium and large 
depending on the number of employees, annual income, and the 
number of citizens they will need to provide services to.

• Depending on the size of the public enterprises, the number of 
members of the managing and supervisory boards will also be 
determined. So, in the micro and small public enterprises the Man-
aging Board will have five members, and in the medium and large 
public enterprises seven members. This is a huge rationalisation 
because the current law allows the boards of public enterprises to 
have up to 15 members, with no clear criteria for determining this 
number. On the other hand, the supervisory boards in micro and 
small public enterprises are abolished, ie the supervision will be per-
formed by auditors, in accordance with the Law on Public Internal 
Financial Control, while in the medium and large public enterprises 
the number of members of the Supervisory Board will be three, 
which is also a reduction compared to the current legal solution.

• Clear and specific conditions for the appointment of directors 
of public enterprises established by municipalities (state public 
enterprises are covered by the Law on Higher Managing Service) 
and members of managing and supervisory boards in public 
enterprises will be determined, that will be directly correlated with 
the responsibilities of these public enterprise bodies. Thus, in 
addition to the general requirements of the law, which refer to the 
degree of education, citizenship, non-conviction and managerial 
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experience, the director shall also have special competencies 
as determined by the Selection Board. Regarding the members 
of the Managing Board, in addition to the general requirements, 
which apply to the directors, additional, special conditions are 
provided, which says that part of the members of the Managing 
Board will need to have at least five years of work experience in 
the field of public enterprise activity or related activity, according 
to the National Classification of Activities of the State Statistical 
Office, and other part of the members of the Managing Board 
shall have at least five years of work experience, of which at 
least three years of managerial experience or team manage-
ment and one part of the Managing Board members will need 
to have at least five years of work experience, of which at 
least three years financial management experience. A similar 
solution is proposed for members of the Supervisory Board, 
which will only exist in medium and large public enterprises in 
which one member will need to be a graduate economist with 
five years of audit experience, one member will need to be a 
lawyer with five years work experience in legal affairs and legal 
compliance and one member will need to be educated in the 
field of public enterprise activity in accordance with the National 
Classification of Activities of the State Statistical Office. Such a 
structure of managing and supervisory boards will guarantee 
quality in the performance of these management and control 
authorities.

• Establish a merit-based selection procedure for candidates for 
director (in public enterprises established by municipalities), 
members of the managing and supervisory boards, ie the pro-
cedure for selecting the best candidate will be regulated in cas-
es where there are multiple candidates for one position. Namely, 
it is proposed that: for the election of members of the Managing 
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Board and the Supervisory Board of a public enterprise, a public 
announcement be made, on the website of the founder, on the 
website of the Agency of Administration and the Employment 
Agency, in social media, as well as in two daily newspapers, one 
in Macedonian and one in a language spoken by at least 20% of 
community members. All interested candidates can apply for 
the vacancy announcement and they must submit a cover letter 
and a CV attached to the application. At the public announce-
ment, candidates for members of the Managing Boards may be 
nominated by civic organisations and the business community, 
and they must submit written consent from the nominees, cover 
letter and CV. In order to elect members of the Managing and 
Supervisory Board in a public enterprise, a selection committee 
will be set up consisting of a president, two members and their 
deputies, as follows: the president and his deputy, the employees 
of the founder, one member and his deputy, persons working in a 
selection of candidates in the Agency of Administration and one 
member and his / her deputy, persons working in the public en-
terprise. The procedure for selecting a president and members 
of the Managing Board consists of two phases: administrative 
selection and interview. The administrative selection consists 
of checking the fulfillment of the conditions set out in the public 
announcement, the evidence attached to the application and the 
evaluation of the cover letter and the CV. For candidates who are 
found to be ineligible during the administrative selection or failed 
to submit the required evidence, the selection procedure ends. 
The total number of points for each applicant is determined on 
the basis of a cover letter and a CV with regard to professional 
qualifications, work experience and special competences. The 
interview will, through situational questions, examine the general 
competencies required for a member of the managing or su-
pervisory board, and through professional questions or practical 
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tasks, the specific job competences of the job description will 
be checked. The interview will be recorded with a camera. After 
conducting the interview, in accordance with the points obtained 
from the administrative selection and interview, the Commission 
will prepare and submit to the founder a draft ranking list of 
the best ranked candidates for members of the Managing and 
Supervisory Board, which will be published on the website of the 
founder and the founder will need to nominate the most ranked 
candidates for members of the managing and supervisory 
boards. An identical selection procedure is also envisaged for 
directors of public enterprises established by municipalities, and 
state-owned public enterprises will be covered by the Law on 
Higher Managing Service. 

• Amendments to the Law establish clear and precise legal criteria 
for dismissal of members of the Managing and Supervisory 
Boards. Namely, the founder will be able to dismiss all members 
of the Managing Board before the end of his / her term of office 
if he / she is not satisfied with their work or if the public enter-
prise does not perform activities of public interest and does not 
provide public services at an affordable price and with appro-
priate quality of service, in a transparent, non-discriminatory 
manner, without prejudice to service users, and the Supervisory 
Board has not taken any action under its jurisdiction to overcome 
such a situation. The founder may dismiss the President or a 
member of the Managing Board if he / she is not present at the 
board meetings twice in succession, or three times during two 
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calendar years, or if it is found that in the procedure for his / her 
appointment he / she has given false data or in case of death or 
loss of business capacity. The same conditions are provided for 
dismissal of members of the Supervisory Board. This particularly 
emphasizes the quality of services provided by the public enter-
prise to the citizens as a condition for dismissal of all members 
of the managing and supervisory boards.
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4. REGULATORY IMPACT ASSESSMENT 

 POSSIBLE POSITIVE AND NEGATIVE IMPACTS FROM EACH OF THE OPTIONS:

 4.1 ECONOMIC IMPACTS  

 Better functioning of public enterprises should contribute to increasing the 
quality of services provided by public enterprises to the citizens and the 
business community. Improving the performance of public enterprises 
will improve the overall economic situation in the country and in the 
municipalities where the public enterprises operate. 

 4.2 FISCAL IMPACTS 

 Due to the fact that the number of members of the managing and 
supervisory boards is decreasing, and at the same time the supervisory 
boards are abolished in micro and macro enterprises, the costs of lump 
sums paid to these persons will be also reduced. Given the fact that there 
is no accurate record of funds disbursed on this basis annually amounting 
to several million euros, the savings on this basis will be substantial, too. In 
addition, greater and more professional control over the work of directors, 
especially by supervisory boards, will certainly contribute to a more rational 
use of funds and resources by public enterprises.

 

 4.3 SOCIAL IMPACTS 
 
 Given that public enterprises have the basic intention to provide services 

to citizens and businesses, greater efficiency in governance should 
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contribute to greater efficiency of public enterprises themselves and 
thus more effectively deliver services to citizens. Also the possibility 
of dismissing the members of the managing and supervisory boards 
if the public enterprise fails to perform activities of public interest and 
does not provide public services at an affordable price and with an 
adequate quality of service, in a continuous, transparent manner without 
discrimination to the users of the service should contribute to improving 
the public services provided by public enterprises.

4.4 ENVIRONMENTAL IMPACTS 

 Most of the public enterprises, as main activity have maintenance of 
communal hygiene and water supply of the citizens, which means 
that the greater efficiency in their work will have an impact on the 
improvement of the environment.

4.5 ADMINISTRATIVE IMPACTS AND COSTS 

	 а)	implementing	costs
 None

	 b)	costs	for	observing	the	regulation	
 None
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5. CONSULTATIONS

 5.1 STAKEHOLDERS AND MANNER OF INVOLVEMENT

 The necessary amendments to the Law on Public Enterprises should 
be aimed at improving its application, ie overcoming all the problems 
identified so far in practice, which are the reason for incomplete and 
inappropriate application of the legal solutions. The proposed changes are 
the result of a comprehensive analysis carried out with the support of the 
British Embassy in Skopje by the Institute for Democracy - Societas Civilis 
in Skopje.

 Four consultation meetings for consultation of the proposals were 
organized in the (1) South-East region; (2) Southwest region; two in the 
Skopje region.
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 5.2 REVIEW OF THE RECEIVED AND BUILT-IN OPINIONS

Proposer Proposal Response 

Nikola Ilijoski 
– parliamen-
tarian in the 
Assembly of 
RNM 

In Article 2, the criteria are too 
high, which may create a prob-
lem of not finding candidates in 
smaller environments.

It will leave space for not all 
criteria to be fulfilled, but at 
least one. 

Extending it to a related 
business, for example working 
in a PE has a lot in common 
with working in a construction 
company

The request is accepted. 

To think about the amount of 
the members’ remuneration and 
to relate it to the average salary 
in the public enterprise

The request is accepted.ADKOM

In Article 17-a, do municipalities 
have the capacity to establish 
committees

We will try to make a process 
that is not very complex and 
will involve primarily human 
resources departments in the 
municipalities.
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The rankings to be publicly 
scored, and the Council to ask 
for a shorthened list of the 
entire list

It should be considered 
whether to be a short list 
or not.

To divide the PEs established by 
the Government of RM because 
the municipalities have their 
own revenues

It is not in the scope of this 
Law.  

DKSK The scope of the law should 
be discussed, and how many 
PEs will be involved, to consider 
reducing that number.

It is not in the domain of 
these proposals.

For directors and Higher 
Managing Service - I think that 
municipalities need to find an 
independent way of selecting 
directors - involving the council 
in the election of the director 
would contribute to some 
objectivity / measurability of the 
work of the director

There must be an indicator 
showing the professional prepa-
ration of the director
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CUP A way has to be found to divert 
the focus away from formal legal 
criteria and to focus on individ-
uals who have experience in the 
field and are recognised in the 
community.

In small environments, high 
formal criteria may leave public 
enterprises inoperative.
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6.  CONCLUSIONS AND RECOMMENDED SOLUTION 

 6.1 COMPARATIVE OVERVIEW OF THE POSITIVE AND NEGATIVE IMPACTS  
 OF POSSIBLE SOLUTIONS (OPTIONS)

 Adoption of the Draft Law amending the Law on Public Enterprises, establishing 
a merit procedure for selection and appointment of a director (municipal public 
enterprises), members of the managing and supervisory boards of public enter-
prises, laying down of conditions for dismissal of directors (of municipal public 
enterprises) and of the dismissal of members of the managing and supervisory 
boards, reducing the number of members of managing and supervisory boards, 
thus improving the overall performance of public enterprises.

 6.2 RISKS IN IMPLEMENTING AND APPLYING ANY OF THE POSSIBLE   
 SOLUTIONS (OPTIONS)

 
 A risk that could adversely affect law enforcement is the danger that there will 

not be enough candidates in the public announcements for director, members 
of the managing and supervisory boards of public enterprises.
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7. IMPLEMENTATION OF THE RECOMMENDED SOLUTION

 7.1 NEED TO AMEND LAWS AND BYLAWS IN THE AREA OR OTHER  
 RELATED AREAS

 Laws that regulate issues that are subject of this Law shall be 
harmonized with the provisions of this Law no later than six months from 
the day this Law enters into force.

 
 7.2 BYLAWS REQUIRED AND DEADLINES FOR THEIR SUBMISSION

 The law provides for the adoption of several bylaws:

• Rulebook on the Criteria for Determining the Number of Board 
Members;

• Rulebook on the Form and Content of the Request for 
Publication of the Public Announcement, on the Form and 
Content of the Public Announcement, on the Manner of 
Submission of Applications, on the Manner of Selection of 
Candidates and Scoring in the Different Selection Phases, as well 
as othes issues related to the conduct of the procedure to elect a 
president and members of the Managing Board;

• The competence framework for public enterprise directors; and
• Rulebook on the Form and Content of the Request for 

Publication of the Public Announcement, on the Form and 
Content of the Public Announcement, on the Manner of 
Submission of Applications, on the Manner of Selection of 
Candidates and Scoring of the Different Selection Phases, as 
well as other issues related to the conduct of the procedure for 
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appointing a director of a public enterprise.
 

 They will be adopted within three months of the adoption of the law, as 
stated in the transitional and final provisions.

 
 7.3 STATE ADMINISTRATION BODIES, STATE AUTHORITIES AND  

 OTHER IMPLEMENTING AUTHORITIES:

• Ministry of Economy, by adopting part of the bylaws and 
supervision over the implementation of this law;

• Line ministries for the relevant sector institutions through 
harmonisation of material laws;

• Founders of public enterprises by conducting public 
announcements.
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8. MONITORING AND EVALUATION

  8.1  MANNER OF MONITORING THE IMPLEMENTATION 
 
 The Ministry of Economy will supervise the implementation of this law.

 8.2 EVALUATION OF THE EFFECTS OF THE DRAFT
  LAW AND DEADLINES 
 
 The effects will be evaluated after the expiration of 12 months after the  
 entering into force of the Law.
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