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The integration process of the Republic of Macedonia towards the European Union is clear and unambiguous interest and priority goal. Republic of Macedonia within the integration processes from 16.05.2007 has the status of a candidate for membership in the European Union. Thus it has the right to use financial funds from the pre-accession funds in order to meet the criteria for membership in the European Union, and harmonization of national legislation in the European. The paper has a goal to give preliminary assessment of the current capacities in the Republic of Macedonia for absorption of resources from EU funds. The legislative framework and the administrative capacity for absorption of EU funds for economic and social cohesion are also covered. Assessment of the absorption capacity on the Republic of Macedonia will be reduced to the administrative-institutional capacity and the legislative framework for effective absorption of the EU funds.
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1. introduction

	Within the public finances of the European Union (EU), absorption capacity is defined as the degree to which a country (member or not member of the EU) is able to spend allocated funds in effective and efficient way. Based on the experience acquired over time the European Commission has concluded that states have limited absorptive capacity of  foreign investment support effective and efficient way[footnoteRef:2]. [2:  EU funds for development of the Republic of Macedonia, Mojmir Mrak, Vanco Uzunov, Governmental Sector for European Integration, Skopje, 2005, ppt.69.] 

For this reason a special attention is paid on the issue about the concept of absorptive capacity and analysis of the factors that have influence on its determination.
On the absorption capacity for cohesion purposes of EU members state or candidate country for EU membership can affect three main factors[footnoteRef:3]: [3:   Ibid ppt.87.] 

- Macroeconomic situation-macro-economic absorption capacity is defined and measured through GDP. Experience gained over time has led the Commission to conclude that the EU member states have limited macroeconomic absorptive capacity of foreign investment support effective and efficient way. During the current medium-term financial perspective of the EU, the upper limit for cohesion goals is set at 4% of GDP of the state, so the same figure the Commission proposes for the next medium term financial perspective.
-The state co-financing- financial absorption capacity can be defined as the ability for co-financing of programs and projects supported by EU to plan and guarantee these national contributions in perennial budgets, and to collect these contributions from multiple partners involved in a particular program or project and
- Administrative-institutional capacity- This  capacity can be defines as the ability and skills of states and local authorities for timely preparation of appropriate plans, programs and projects,  selection of programs and projects, establishing the conditions for coordination among the main partners, to fulfill  the requirements regarding the administration and reporting, as well as funding and implementation of proper control, avoiding anomalies.
After conducting an analysis and understanding of good absorption capacity and factors affecting its size an assessment of the absorption capacity of Republic of Macedonia should be made. The assessment should be for the funds for cohesion purposes. Therefore, the Republic of Macedonia needs to analyze the problems of absorption capacity of the Baltic countries as well as those from the southeastern Europe, which now are members of EU, in order to improve its positions in terms of making greater possible absorption capacity.

2. CAPACITY TO TRANSPOSE THE LEGISLATION

Capacity to transpose the legislation concerning the use of funds from European funds and subject to the requirement of full harmonization of national legislation of the Republic of Macedonia with the legislation of the European Union (EU[footnoteRef:4]). Accordingly, one of the constituent part of the country’s capacity to use funds from EU funds, a legal framework. Harmonization and adoption of laws by the legislature must not remain only on their formal vote in the legislature. The same need to be carried out to determine the effect on their application.  [4:   European Commission: On the Implementation of Commitments Undertaken by the Acceding Countries in the Context of Accession Negotiations on Chapter 21 – Regional Policy and Coordination of Structural Instruments, Commission Staff Working Paper, Annex to the Communication from the Commission to the European Parliament and the Council, COM (2003)433 fi nal, Brussels, 16.07.2003, ppt.2.] 

The laws and bylaws, which are of great importance, for absorption capacity is related to public procurement , state aid, protection of competition, financial control and management, environmental protection and equal opportunities. In all these areas the Republic of Macedonia has  achieved significant progress on the necessary legal harmonization. However, special attention should be to measures necessary to implement the legislation.
3. ADMINISTRATIVE-INSTITUTIONAL FRAMEWORK

When we look at the issue of creating a project, an initial part of the administrative-institutional absorptive capacity of a country represents the demand side. It means the ability to convert ideas into tangible projects with a clear structure, clear goals, clear momentum for achieving the general and specific objectives, a package that should be taken to achieve goals, complete list of entities involved in project implementation, benchmarks for measuring results and detailed analysis of costs and benefits.[footnoteRef:5] [5:  EU funds for development of the Republic of Macedonia, Mojmir Mrak, Vanco Uzunov Governmental Sector for European Integration, Skopje, 2005, ppt.79.] 

Turnkey project should be fully developed with a group of standards and in accordance with financial documents and the priority objectives of EU funds in order to constitute consistent whole.
On the other hand, administrative-institutional capacity includes the supply side, which refers to the state’s capacity to implement project. In this section question arise about the existence of an appropriate structure, human resources, and systems and tools necessary to effectively and efficiently manage the implementation of projects. Specifically the existing administrative-institutional absorptive capacity in Macedonia is not sufficient for effective use of financial resources from EU funds. It can be concluded based on the fact that the state still has the power of managing financial assets, but it performs the office designated by the European Commission. RM problems in the phase of creating projects for application and stage of implementation. It proved in the past with the use of funds from programs CARDS, PHARE and SAPARD, which offered funds were used partly.[footnoteRef:6] [6:  Evaluation of the Assistance to Balkan Countries under CARDS, Regulation 2666/2000, Synthesis Report, Vol. I Findings of the Evaluation, June 2004, ppt. 23.] 

When using these funds the following weaknesses were identified:[footnoteRef:7] [7:  Ibid ppt.80.] 

-Lack of long-term strategy of the government in terms of priorities and what must be done in the future;
- There is limited demand for specific projects by potential users and the European Commission office in the country is in position to be the main driving force for generating projects;
-Sometimes employees in ministries and other institutions do not understand sufficiently the meaning of the projects and programs sponsored by the EU and 
- in the Republic of Macedonia there is a lack of ownership of the programs financed by EU mainly due to the role of the European Commission office in the country that performs some functions that should be within the bodies of the Republic of Macedonia under the decentralization system of implementation od assistance. 
To eliminate these drawbacks a continuous work on retaining administrative staff is needed, as well as employment of young, highly educated personnel, ongoing training, both domestically and in the EU.

3.1. Capacity for generating projects

In terms of the demand of administrative-institutional capacity of a country, it is determined by its capacity to create a good list of projects that will contain enough well-planned and formulated proposals. Although this phase as the demand phase is initial in the project cycle, in Macedonia, or phase in public institutions and the private sector, facilities for the preparation of professionals entrusted projects are not yet sufficiently developed.
Unfavorable position of the state in the process of drafting the project is conditioned by several reasons:[footnoteRef:8] [8:  EU funds for development of the Republic of Macedonia, Mojmir Mrak, Vanco Uzunov ppt.81.] 

1. In many cases the use of public (or private) funds is not conditioned by the existence (i.e. construction) quality project proposals. Consequently, almost no pressure, no such incentive, those who finance their projects require preparation, and explanation (i.e. defense);
1. The state officials and other public officials are rarely requires to prepare projects in their daily activities, and justification of sustainability and the importance of the proposals for public policies, however, often made on the basis of lack of clear criteria;
1. In Macedonia there is no state institution that has generating projects as their sole or one of its key responsibilities, creation of private (consulting) firms whose professional orientation is preparing the project has started recently. Hence, it will take time before their expertise (aside from that of foreigners) to mature to international standards of quality and
1. There is an obvious lack of regular education, even at university level, associated with the preparation and evaluation of projects, hence such skills, in case of need, are gained by practice (learning-doing).
It is necessary to strengthen the demand side of the administrative-institutional capacity, or power-generating projects by animating the public about the importance of the projects, the existence of public bodies will provide information necessary for their development, and proactive approach to educational institutions to increase knowledge of young professionals for project development.




3.2. Capacity to implement projects

After completing the process of creating projects, their implementation is the next step. Macedonia as a state candidate for membership in the European Union is of increasing importance in managing the funds of pre-accession funds. Thus, from an institutional standpoint, the role of coordinating and managing the financial and technical assistance from the EU has the national foreign aid to the Republic of Macedonia, who is also Deputy Prime Minister of the Republic of Macedonia responsible for European Affairs. In addition to his managerial role, it is more active approach to its devolution to more efficient and effective utilization of EU assistance funds.
In implementing projects, there is the problem of managing human resources in the public sector. This problem manifests itself in the high degree partitioned administration or human resources that are heavily to political influence. The institutional problem is still present on the stage of evaluation applications for work applicants, to the employment of inadequate human resources, without requiring knowledge and knowledge of foreign languages.
Creating detailed and complete projects of a state is a crucial factor for attracting foreign technical and financial assistance so that the EU, thus ensuring the development of the country. Structural funds for member states and pre-accession assistance to candidate countries are channeled to the respective countries based on previously developed programs in the medium and long term. An important link in economic management in many of the economically developed countries is the development of program activities. 
Given the fact that policy in Macedonia often not based on medium or long term strategic plans and documents, but rather that application of provisional measures or “ad hoc” solutions, medium term programming in the country are rarely applied.
The reasons for weak capacity to generate medium and long term strategic development plans in the Republic of Macedonia are the following:[footnoteRef:9] [9:  EU funds for development of the Republic of Macedonia, Mojmir Mrak, Vanco Uzunov Governmental Sector for European Integration, Skopje, 2005, ppt.83.] 

1. The existence of a limited number of qualified staff with appropriate skills for preparing programming documents;
1. Lack of institutions-research institutions, centers or other entities of its kind-whose permanent assignment will be the research and preparation of draft policies and the fact is that the existing lack of personnel and resources for proper performance of those activities and
1. Lack of real ( not just formal) demand for such documents from those decisions.
When programming the strategic documents and projects should be included multiple partners because anyone stakeholders[footnoteRef:10] have different needs, different wisdom, but the same goal-creating a program that will provide significant absorption of foreign funds to achieve comprehensive development of the country. [10:  Public, private and civil society (NGO) sector.] 

The experience of many of the countries that were countries-candidates, and now are members of the EU shows that after approval of projects, their implementation has proceeded with series of weaknesses. It indicates that the state should continually build its institutional-absorptive capacity. Unlike the central and local government has more pragmatic and dynamic approach in implementation the pre-accession funds.
Monitoring and evaluation of the implementation of projects as part of regular duties of public institutions in Macedonia are not sufficient developed. For better monitoring and evaluation requires good information monitoring system that will consistently provide timely and updated information about the progress of projects. Control audit of the financial management of projects, however, is solid considering the quality and availability of local human resources to financial management and audit skills.

6. conclusion

Given the fact that one of the basic perquisites for EU membership is the institutional and structural readiness of the country, experience shows that the best way for achieving the and for quality preparations of one country for EU membership are the pre-accession structural funds. Their use means adequate preparation for improvement of the absorption capacity that usually lasts three years. The experiences show that much money from EU funds lapse because of insufficient information of the subjects and weak support from the institutions. Some of the detected problems are extensive and complex applications, lack of professional assistance and untimely and inadequate information of the subjects.
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