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Population, milliona 2.1

GDP, current US$ billion 13.6

GDP per capita, current US$a 6567.8

International poverty rate ($2.15)b 2.8

Lower middle-income poverty rate ($3.65)b 7.6

Upper middle-income poverty rate ($6.85)b 19.1

Gini indexb 33.6

School enrollment, primary (% gross)c 95.5

Life expectancy at birth, yearsc 75.7

Total GHG emissions (mtCO2e) 11.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent WDI value (2020) for population.
b/ Most recent value (2019), 2017 PPPs.
c/ Most recent WDI value (2020).

Despite brisk post-pandemic recovery, the

energy crisis depressed growth and

pushed inflation to a two-decade high,

stretching public finances amidst a rise in

borrowing costs. Government support for

the energy crisis needs to be targeted and

temporary to incentivize energy efficiency

and the green transition. Structural re-

forms to boost medium-term growth

should be prioritized ahead of the general

elections in 2024. Downside risks to the

outlook have subsided but prevail.

Key conditions and
challenges

Despite a brisk recovery from the pandem-
ic-induced recession, North Macedonia’s
growth momentum started losing steam as
the energy crisis and the war in Ukraine
took a toll on the domestic economy. After
a decade of muted price increases, inflation
accelerated to a peak of close to 20 percent in
late 2022 driven by double-digit increases in
food and energy prices.
Just as poverty was resuming a downward
pathway in 2021, high inflation created ad-
ditional challenges. Poverty is estimated to
have declined moderately in 2022, as high-
er food and energy prices negatively af-
fected household welfare, particularly
among the less well-off who spend a high-
er proportion of income on these items and
have fewer mechanisms to cope with high-
er prices. Government support measures,
including electricity subsidies and an
18-percent rise in minimum wages, have
cushioned the shock to some extent.
Corporate credit growth remained robust
by December 2022, although worsening
financial conditions in times of rising in-
put and borrowing costs could weigh on
firm performance and dent an already
fragile recovery.
The overlapping crises also had an ad-
verse effect on fiscal accounts and
markedly reduced fiscal space for sup-
porting growth over the medium term.
Despite a rise in revenues due to inflation
and positive growth since 2021, spending

pressures to mitigate the impact of mul-
tiple crises have delayed fiscal consolida-
tion beyond 2022. Public debt declined
to 59.6 percent of GDP in 2022, but ar-
rears increased to 3.2 percent, while the
primary deficit remained high and subsi-
dies to the state-owned electricity compa-
ny to cover the losses hit 2.4 percent of
GDP. Ambitious public investment plans
are projected to keep the fiscal deficit ele-
vated leaving the debt-to-GDP ratio high
over the medium term.
Restoring the country’s long-term growth
prospects requires following up on pend-
ing reforms. Policy actions need to focus
on rebuilding sustainability and resilience
to shocks to prevent future setbacks to
growth. Improving tax compliance and
widening the tax base should be a prior-
ity as much as targeting social spending
and building energy resilience. Reducing
business regulatory costs, deepening the
trade agreements, increasing market
competition, supporting labor market
participation, strengthening the indepen-
dence of public institutions as well as
launching the green transition would all
be supportive of sustainable, inclusive,
and resilient growth in an environment
of pronounced uncertainty.

Recent developments

After growing by 3.9 percent in 2021, do-
mestic output increased by 2.1 percent on
an annual basis in 2022, as gross invest-
ments surged largely due to import-inten-
sive stockpiling. Despite a double-digit

FIGURE 1 North Macedonia / Fiscal performance

-9

-7

-5

-3

-1

1

0

10

20

30

40

50

60

70

2018 2019 2020 2021 2022

Guarantees Foreign debt
Domestic debt Fiscal deficit with PESR (rhs)

Percent of GDP Percent of GDP

Sources: North Macedonia State Statistics Office, Ministry of Finance, and World
Bank staff calculations. Note: Fiscal deficit with PESR included.

FIGURE 2 North Macedonia / Actual and projected poverty
rates and real GDP per capita
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rate of growth, exports lagged imports
while personal consumption decelerated.
On the production side, growth was dri-
ven by services, as the industry strug-
gled, and construction dove further into
negative territory.
The census-adjusted employment rate set-
tled at 47.2 percent in Q4 2022, led by an
increase in the female employment rate.
The activity rate is still hovering around
55 percent, which is below the pre-pan-
demic peak. The unemployment rate de-
creased to 14 percent, but the youth un-
employment rate remained high at 31.8
percent in Q4 2022.
Banking sector stability was preserved
with an increase in the capital adequacy
ratio to 17.7 percent in Q3 2022 despite a
drop in the liquidity rate to 19.7 percent.
Credit growth remained robust at 9.4 per-
cent y-o-y in December 2022, led by accel-
erated FX-denominated corporate lending
(20 percent of total lending). Headline in-
flation hit 14.2 percent in 2022, and despite
deceleration, core inflation of 10.9 percent
at end-2022 remains sticky. Since April
2022, the Central Bank increased the main

policy rate to 5.25 percent to curb inflation-
ary expectations. The pegged exchange
rate remained stable and FX reserves re-
covered from losses incurred at the start
of the war in Ukraine, as government bor-
rowing and FDI inflows surged in H2 2022.
In 2022, the general government deficit at
4.5 percent of GDP ended below the last
budget revision as revenues led by person-
al and corporate income taxes outpaced
expenditures, and as capital expenditure
fell short of the planned amount. Public
debt to GDP slightly declined but is ex-
pected to increase again as the highway
construction project starts in 2023.

Outlook

The medium-term outlook is positive,
and downside risks subsided as financing
conditions eased and as the country se-
cured financing for 2023. Growth in 2023
is expected to increase to 2.4 percent, 0.3
p.p. below the autumn round forecast, re-
flecting continued disruptions from the

war in Ukraine, and a protracted energy
crisis. Growth is projected to remain be-
low potential, but to moderately acceler-
ate as the large public investment starts
and nearshoring of FDIs continues. With
commodity prices expected to decline
over the next two years, the inflation rate
is projected to decelerate to 9.1 percent in
2023 and further to 3 percent in 2024. The
baseline scenario is built on the assump-
tion that the energy crisis subsides over
the forecast horizon.
While underlying risks remain skewed to
the downside and are closely tied to the
outlook for the country’s main trading
partners, moving ahead with EU accession
negotiations may provide a much-needed
boost to reform appetite and unlock higher
growth prospects. At the same time,
heightened political uncertainty and a par-
liamentary impasse prior to elections may
delay the implementation of critical re-
forms. Finally, higher-than-expected infla-
tion may trigger more significant mone-
tary policy tightening that can additionally
restrict financing options and suppress
economic activity.

TABLE 2 North Macedonia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.7 3.9 2.1 2.4 2.7 2.9

Private Consumption -3.4 7.8 5.5 3.3 2.1 3.7
Government Consumption 9.7 -0.4 1.0 0.3 0.2 0.2
Gross Fixed Capital Investment -15.7 0.9 20.0 10.0 5.5 3.0
Exports, Goods and Services -10.9 11.7 11.0 6.0 5.5 5.0
Imports, Goods and Services -10.9 11.9 16.5 5.8 4.5 4.5

Real GDP growth, at constant factor prices -4.3 4.1 2.1 2.4 2.7 2.9
Agriculture 2.5 -5.2 1.8 2.0 2.5 1.8
Industry -6.9 -1.8 0.4 3.1 3.4 3.0
Services -4.1 7.5 2.7 2.2 2.5 3.0

Inflation (Consumer Price Index) 1.2 3.2 14.2 9.2 3.0 2.0

Current Account Balance (% of GDP) -2.9 -3.1 -6.0 -4.2 -3.7 -3.2
Net Foreign Direct Investment Inflow (% of GDP) 1.4 3.3 5.2 5.2 5.9 6.2

Fiscal Balance (% of GDP) -8.2 -5.4 -4.6 -4.8 -4.2 -3.3
Revenues (% of GDP) 29.9 32.5 32.4 33.5 33.5 34.1
Debt (% of GDP) 59.8 61.0 59.6 61.6 63.8 63.6
Primary Balance (% of GDP) -7.0 -4.1 -3.4 -3.3 -2.5 -1.6

International poverty rate ($2.15 in 2017 PPP)a,b 3.2 2.9 2.7 2.7 2.7 2.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 7.9 7.6 6.7 6.6 6.5 6.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 20.1 19.1 18.6 17.8 17.1 16.1

GHG emissions growth (mtCO2e) -3.4 2.0 0.2 0.3 -0.3 -1.1
Energy related GHG emissions (% of total) 71.3 72.2 72.3 72.2 71.9 71.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2020-SILC-C. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2019) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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