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  How Do We Measure Economic Freedom? 
See page 475 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2013 data unless otherwise noted.
Data compiled as of September 2014.

Quick Facts
Population: 2.1 million
GDP (PPP): $22.6 billion
3.1% growth in 2013
5-year compound annual growth 1.5%
$10,904 per capita
Unemployment: 29.7%
Inflation (CPI): 2.8%
FDI Inflow: $333.9 million
Public Debt: 35.8% of GDP
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Macedonia’s economic freedom score is 67.1, making its 
economy the 53rd freest in the 2015 Index. Its over-

all score has decreased by 1.5 points since last year, with 
improvements in freedom from corruption and trade freedom 
outweighed by declines in labor freedom, business freedom, 
the management of government spending, and monetary 
freedom. Macedonia is ranked 24th out of 43 countries in the 
Europe region, and its overall score is above the world and 
regional averages.

Macedonia’s transition to a more market-based economy has 
been facilitated by relatively high social and political stabil-
ity that has enabled the economy to adapt to comprehen-
sive reform measures. Over the past five years, Macedonia’s 
economic freedom has advanced by 1.1 points with notable 
score improvements in half of the 10 economic freedoms, 
including business freedom, freedom from corruption, and 
trade freedom.

Macedonia has made considerable progress in income growth 
and overall poverty reduction. Competitive flat tax rates and 
a permissive trade regime, buttressed by a relatively efficient 
regulatory framework, have encouraged the emergence of a 
dynamic private sector. Implementation of deeper institu-
tional reforms will be critical to ensuring more dynamic long-
term development.

BACKGROUND: The Republic of Macedonia gained its 
independence from the former Yugoslavia in 1991 and has 
achieved considerable political and economic stability. Prime 
Minister Nikola Gruevski of the conservative party VMRO-
DPMNE prevailed in the April 2014 presidential and parlia-
mentary elections in a coalition with the Democratic Union 
for Integration. Macedonia completed NATO’s Membership 
Action Plan in 2008, but Greece continues to block its acces-
sion to the alliance because it objects to Macedonia’s name. 
This dispute is delaying Macedonia’s accession to the Euro-
pean Union as well. Macedonia is a developing country with a 
substantial fiscal deficit, but its economy is growing. Improve-
ments in the legal framework are creating a stable environ-
ment for foreign and domestic investment.
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THE TEN ECONOMIC FREEDOMS

Corruption and cronyism are prevalent in public administration and procurement procedures, 
increasing costs for businesses and chilling foreign investment. Macedonia remains an impor-
tant transit and destination point for human trafficking to Western Europe, as well as for the 
smuggling of arms, drugs, and stolen cars. Registering real property and obtaining land titles 
continue to be difficult.

Forming a business takes two procedures and two days, with no minimum capital required, but 
completing licensing requirements remains relatively time-consuming. The labor market lacks 
flexibility, hindering more dynamic job growth. The state has tried to maintain fiscal discipline 
to bolster its case for eventual membership in the eurozone, but spending on agricultural sub-
sidies increased again in 2014.

Macedonia’s average tariff rate is 1.9 percent. The country has worked to reduce trade barriers 
since joining the WTO. Non-tariff barriers are relatively low, and foreign and domestic inves-
tors are generally treated equally. The financial sector has been restructured. The banking 
sector is more open to foreign banks and has withstood the global financial turmoil relatively 
well. The capital market is evolving.

Individual and corporate income tax rates are a flat 10 percent. Other taxes include a value-
added tax and a property transfer tax. Tax revenue constitutes 25.6 percent of domestic income, 
and government spending accounts for 33.8 percent of the domestic economy. Public debt is 
equal to about 36 percent of gross domestic product.
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