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Introduction 
 

The Republic of Macedonia is not much represented in the interstate studies and 

infrastructure databases (compared to electricity and telecommunication sectors) due to limited 

publicly available data, especially in respect of quality, security and affordability of services. 

Standard statistical publications have very limited data, even when it comes to water supply 

services and water consumption.  

The objective of this study is, by conducting a survey among public utilities (PUs), to 

obtain data that could help us get the state of facts about the situation and prospects of the 

utilities sector in the Republic of Macedonia.  

Methodologically, the analysis is based on primary research by conducting a survey among 

all PUs in the Republic of Macedonia providing water supply, waste water sewerage and 

treatment, municipal waste collection and disposal, public market services, funeral services and 

other public services, as well as by conducting direct interviews with the management of the 

PUs. The research also includes analyses of secondary databases which refer to the good 

European practices for different indicators, primarily comparable data produced by the World 

Bank (WB) as part of the IBNET analyses, in order to create a database which shall be subject to 

further update. The objective is also to draw up recommendations for the management and 

competent institutions with the purpose of improving the situation in this sector.   

The methodological toolkit based on benchmarking involves the development of 

recommendations by measuring the results in the Republic of Macedonia and comparing them to 

the best external practices by applying established measurable standards.   

The aim of the study is to establish databases and, through the benchmarking approach, to 

compare locally obtained data against good practices, as well as to make comparison of the data 

against each other. Policy and strategy building in Macedonian companies through 

benchmarking against best practices should not be perceived as direct imitation and direct 

replication of other practices and experiences, but rather as an opportunity for development and 

implementation of better and more efficient practices.     

1. Conditions for Development of Public Utility Services in the 
Republic of Macedonia 

 

 The utility services, especially water supply and wastewater sewerage, are one of the key 

responsibilities of the local authorities. They contribute, directly and indirectly, towards 

economic development, household well-being and environmental sustainability. Macedonia has 

relatively well-developed utility services and the challenge consists in maintaining and 

improving their performance level as part of the requirements which Macedonia needs to fulfil in 

order to join the European Union (EU).  

 The difficulties that the country has faced during the last decade made this task even 

more difficult. It led to unmet demand for maintenance of the infrastructure networks, as well as 

to price control policies which further limit the ability of municipal authorities and companies to 

generate funds necessary for regular operations and current maintenance or for new investments. 

Discussions with representatives of local and central authorities, as well as with municipal 
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enterprises and donors, show general awareness (and frustration) regarding many issues related 

to the operation, funding and institutional set-up of PUs.  

 The arrangement and implementation of utility activities falls within the competence of 

municipalities as stipulated in the Law on Utility Activities which also regulates the manner of 

delivery of utility services, funding of utility activities, funding construction and maintenance of 

utility infrastructure and other matters of importance to the utility activities, as activities of 

public interest.  

The Law defines utility activities as economic activities of providing utility services to 

satisfy the needs of natural and legal persons, for which local self-government units should 

provide conditions to the appropriate extent, quality, availability, continuity and supervision of 

their delivery. In addition, it stipulates that a utility service provider may be any public enterprise 

set up by a municipality, the municipalities in the city of Skopje, by the City of Skopje or by the 

Government of the Republic of Macedonia, or any legal or natural person who holds a licence 

for provision of utility services.  

 The utility infrastructure facilities are goods of public interest and they include buildings, 

installations, equipment, public space and other facilities of the utility infrastructure which serve 

the purpose of providing utility services to the consumers. "Previous studies show almost full 

coverage with regard to water supply. For 89% of the population the water supply network is the 

main source of drinking, cooking or bathing water”.
1
 Problems with the water supply coverage 

occur in only few rural areas. The same positive image is present in terms of access to sewerage 

network as well. Most of the households are connected to the sewerage network, whilst the 

others resolve this problem with the use of septic tanks which are more present in rural areas.   

 

1.1 Utility Services Covered by the Law on Utility Services in the Republic of 

Macedonia 

 
Drinking water and technical water. This utility service involves catchment, treatment and 

distribution of water through the water supply system to the main water meter of the service 

consumer. This utility service is characterised by the obligation for the service provider to ensure 

permanent and undisrupted supply of clean drinking water, which meets the health safety 

requirements, to the service consumers through the established water supply system. The service 

provider is also obliged to check whether the drinking water meets the health safety requirements 

in the manner and by the procedure as prescribed.   

Construction of a sewerage system, wastewater collection and treatment, which involves 

reception of wastewater from residential, business, production, administrative and other facilities 

into the agglomerate connection of the sewerage through sewer pipelines, treatment in water 

treatment plants and discharge of wastewater into the receiving waters.     

Construction of a sewerage network, storm water drainage and discharge, which involves 

reception of storm waters from urban areas, drainage through the sewerage network and 

                                                 
1
 National Water Strategy 2011-2014, page 213, Ministry of Environment and Physical Planning of the Republic of 

Macedonia 
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discharge into the receiving waters. The construction of a water supply and sewerage systems is 

done in a manner and under conditions established by law and by the Land Development 

Programme of the municipality and the Land Development Programme of the City of Skopje. 

The funds for building and maintaining the water supply and sewerage systems are 

provided from: 

 the charge for the service;  

 the budget of the municipality and of the City of Skopje allocated in accordance with the 

Budget programme;  

 the Budget of the Republic of Macedonia based on the Decision on Distribution of Funds 

adopted by the Government of the Republic of Macedonia;  

 loans and donations. 

Public municipal transport, which involves transport of passengers by road within the area of 

the municipality. Road transport is carried out on the basis of issued licences, among others, the 

licence for municipal line transport of passengers, or the licence for line transport of passengers 

for the City of Skopje, which is issued by the mayor of the municipality. The licence is issued on 

the basis of meeting itemised conditions established by law. 

Construction, maintenance, reconstruction and protection of local roads, streets and other 

infrastructure facilities as well as construction and use of the public space for parking and the 

buildings which are located in that space.  

Collection and transportation of municipal waste and other types of non-hazardous and inert 

waste, which involves collection, selection, transportation and disposal at regulated landfill sites, 

as well as collection and transportation of municipal waste, maintenance of public cleanliness 

and treatment of municipal waste, management and maintenance of points for municipal waste 

selection. 

Maintenance of public cleanliness, which involves cleaning (washing and sweeping) of public 

areas, public and open space of public buildings and cleaning snow during winter. Maintenance 

of public cleanliness and waste collection are public interest activities of local significance and 

they should be continuously provided in order to ensure permanent and quality cleaning of the 

public areas of public buildings, of the open space of public buildings and of the yards of 

collective and individual residential buildings with the aim of providing clean and healthy 

environment.   

Maintenance, cleaning and use of parks, zoos, green areas, forest parks and recreation areas, 

which involves creation, maintenance and use of green areas, planting low- and tall-growing 

vegetation, grass cutting, as well as tree cutting and pruning.    

 

Maintenance of traffic signalisation on streets and municipal roads, which involves its regular 

maintenance and investment in new traffic signs;   
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Installation and maintenance of street lighting, which involves the installation and maintenance 

of street lighting system;  

 

Cemeteries and crematoria maintenance and provision of funeral services, which involves 

appropriation, construction and maintenance of cemeteries, burial plots, tombs, accompanying 

facilities and cemetery infrastructure and provision of funeral services, such as taking over, 

keeping, equipping and transporting the deceased person to the burial site, undertaking and 

cremation services. Cemeteries are managed by cemetery managers who can be PUs or any legal 

person holding a permit for management of cemeteries issued following a call for competition.    

 

Covered and uncovered wholesale and retail markets, which involves construction and 

maintenance of the facilities and the space they cover.  

 

Chimney sweeping work, which involves cleaning of chimneys and equipment for carrying off 

smoke;  

 

Disposal and keeping of decommissioned vehicles. 

Impounding of stray animals, decoration of settlements, maintenance of public sanitation 

network, construction and maintenance of septic tanks, care of animals and pets in settled areas.  

Gas delivery from the main pipeline to the meter of the user. 

Delivery of thermal energy from the central heating source to the meter of the user.  

Construction, maintenance and cleaning of river beds in urban areas. 

1.2 Provision of Utility Services  
 

Utility services are provided on the basis of development plans and programmes adopted 

for a period of three years by the Municipal Council (MC), the municipalities of the city of 

Skopje and the City of Skopje. The public enterprises whose founder is the local self-

government, based on these development plans, adopt an annual programme by the end of the 

current year for the next year provided prior consent has been given by the MC. It is the 

obligation of each municipality to provide conditions for organised and permanent delivery of 

utility services and development thereof, and especially it is obliged to provide:  

 material, technical and other conditions for construction, maintenance and functioning of 

the utility infrastructure facilities and provision of technical and technological 

interoperability of the systems for permanent and continuous delivery of utility services;  

 the necessary quality and extent of utility services in accordance with the financial 

capacities of the municipality;  

 control over legal and natural persons who provide respective utility services.  
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For provision of utility services, municipalities can set up public enterprises, unless 

otherwise regulated in the laws or specifically for a particular utility service. If the municipality 

has not set up a public enterprise, the delivery of utility services may be entrusted to any legal or 

natural person holding a permit for provision of the respective service, in accordance with the 

conditions set out in the law which regulates a particular utility service. 

According to the conditions for inter-municipal cooperation (IMC) established by the 

law, two or more municipalities may arrange for the delivery of utility services to be carried out 

jointly based on agreement between them. The agreement shall regulate the mutual rights and 

responsibilities of the municipalities to provide conditions for the delivery of utility services 

within the area of the municipality, the rights and obligations of the entities providing the utility 

services, as well as the method of decision making in case of some disagreements between the 

municipalities on certain issues related to the provision of utility services, the solution of which 

may not be postponed (price agreement, carrying out of inspection, etc.).  

The municipalities independently and more closely prescribe, if not expressly prescribed 

by the law, the manner of organising and delivering utility services, as well as the manner of 

using utility services, specifically with regard to issues related to:    

 technical, sanitary and hygienic, health and other conditions for carrying out the activity 

with the aim of ensuring certain extent, type and quality of the utility service; 

 ensuring continuity in the delivery of utility services;   

 the method of payment of the utility fee, as well as the manner of acting in case of non-

delivery or low-quality delivery of the service; and  

 the manner of acting in case of disruption in the delivery of the utility service in the event 

of a major accident, natural disaster or strike, the measures which should be undertaken 

by the service provider in such situations, as well as the schedule of utility service 

delivery in the event of force majeure or decrease of the extent of delivery of the utility 

service. 

 

1.3  Characteristics and Financing of Utility Services  
 

The provision of a utility service to a user of individual utility consumption is established 

on the basis of an agreement entered into by the service provider and the service consumer. The 

law regulates the manner of disrupting the provision of the utility service, the limitations 

imposed on the consumer due to use for unintended purposes and overuse, the obligation for 

providing the service consumer with temporary supply from alternative sources in the event of 

inability to deliver the service, the implementation of urgent measures for elimination of the 

conditions which have led to disruption, the obligation to do an urgent fix and replacement of the 

utility installations and equipment, to ensure protection of the utility facilities and equipment 

from potential future major accidents, etc.     
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The resources for financing and development of the utility activities are provided from:  

- charge for the provided utility service;  

- charge for using facilities and provided utility service;  

- utility charge established by law;  

- land development charge established by law;  

- funds from the budget of the municipalities, the municipalities of the city of Skopje and the 

City of Skopje;  

- funds from citizens contributions; and   

- funds from donations, loans and other sources determined by law.  

Individual utility consumption is charged with a charge set out in separate laws regulating 

respective utility activities. The amount of the charge is set by the utility service provider having 

previously obtained the consent of the municipalities, the municipalities in the city of Skopje or 

the City of Skopje.  

The income from the collection of the established fee is used for financing of the 

following: 

- maintenance of cleanliness of public areas;  

- maintenance of cemeteries;  

- maintenance of street lighting;  

- development and maintenance of public greenery and green areas;  

- maintenance of horizontal and vertical signalisation and marking of streets and public car 

parks;  

- maintenance of streets and public car parks;  

- maintenance of markets; and   

- reception, collection and treatment of wastewater and storm water.  

 

1.4  Regulations for the Provision of Utility Services  
 

Utility activities are subject to regulation by the following laws:  
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1) Law on Waters 

2) Law on Drinking Water Supply and Urban Wastewater Sewerage 

3) Law on Waste Management  

4) Law on Road Transport  

5) Law on Public Roads  

6) Law on Determining the Names of Streets, Squares, Bridges and Other Infrastructure 

Facilities  

7) Law on Road Traffic Safety  

8) Law on Utility Activities  

9) Law on Maintenance of Public Cleanliness and Collection and Transportation of Municipal 

Solid Waste and Technological Waste  

10) Law on Energy  

11) Law on Cemeteries  

12) Law on Marking, Development and Maintenance of the Cemeteries and Tombs of the 

Fighters Buried on the Territory of the Republic of Macedonia and abroad, as well as of the 

Members of Foreign Armies from Previous Wars on the Territory of the Republic of Macedonia.   

13) Law on Development and Maintenance of Green Space  

14) Law on Concessions and PPP 

 

1.5 Development Trends and Need for Reforms in the Public Utilities   
 

The reform of the public utilities (PUs) is one of the key challenges which the Republic of 

Macedonia today faces. Essential reforms entail the commitment of the Government, the 

municipalities and the PUs to observe the obligations towards the consumers arising out of the 

respective competences and functions.  

 “The first significant element is the national Policy for Sustainability of Public Utilities”.
2
 It 

is necessary in order to provide a clear framework for the development that is necessary to take 

place at local level in accordance with the programme on decentralisation.  

                                                 
2
 Strategy and Action Plan for Reform of Communal Services Enteprises focused on water supply and sewerage, 

page. 21, Economic Consulting Associates, MCIC, BAR E.C.E. and IGE Consulting Ltd. 
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The Policy for Sustainability of Public Utilities should cover the three areas given below:
3
 

Distinction of the relation between the municipalities, the PUs and the consumers 
 Financial transparency between the municipalities and the PUs and within the 

PUs (by keeping separate accounting for each service); 

 Clarification in terms of infrastructure ownership; 

 System evaluation; Regular reporting on the comparative performance of the PUs; 

 Demand for higher level of accountability towards the general public and 

possibility for inclusion of the general public.  

 

Sector policies 
 Commercialisation of services of water supply, sewerage and wastewater 

drainage; 

 Gradual demand for establishing a tariff for full cost recovery; 

 Policy for providing subsidies to poor households; 

 Future national regulations supporting municipal regulatory functions; 

 Investment funds. 

 

Restructuring of PUs 

 

 Consolidation of PUs carrying out numerous functions into single sector 

enterprises or entering into outsourcing agreements for non-key activities or 

setting up separate enterprises; 

 Regionalisation of the provision of services and setting up of joint enterprises; 

 Preferred forms of participation of the private sector in the water supply and 

sewerage system. 

1.6 Institutional Environment 

 

  Figure 1 shows the relation between the PU, its boards, the municipality and the five 

ministries of key importance for the local authority.
4
    

                                                 
3
 Strategy and Action Plan for Reform of Communal Services Enteprises focused on water supply and sewerage, 

page. 21, Economic Consulting Associates, MCIC, BAR E.C.E. and IGE Consulting Ltd. 

 
4
 Summary of the Strategy and Action Plan for Reform of Communal Services Enteprises focused on water supply 

and sewerage, page. 19, Economic Consulting Associates, MCIC, BAR E.C.E. and IGE Consulting Ltd.  
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Figure 1 – Institutional environment of the PUs 

 

The most significant institutional relation is between the PU and its founder - the 

municipality. The details in this regard are summarised in the following figure.  

 

                         Figure 2: Relationship: municipality – PU  

Item Municipality Public utility 

Ownership of capital assets Network of capital assets (if not 

state owned) 

Small capital assets (vehicles, 

office equipment, etc.). 

Appointments The Council approves the 

Supervisory and Management 

Board; the Mayor appoints the 

Managing Director   

Tariff regulation Tariffs are approved by the 

Council Tariffs are proposed by the PU 

Financial relations – at the 

moment 
The Council approves the 

annual accounts of the PUs 

PUs issue invoices to the 

municipality for the provided 

services (for example, the water 

used by the municipality); may 
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Item Municipality Public utility 

be granted subsidies for public 

goods (for example, parks). 

Capital investments funding 

 

 

 

 

 

The Council must approve and 

the municipality must issue a 

guarantee for every borrowing 

of the PU; MF must approve the 

guarantee; only the revenues of 

the municipality are considered 

when establishing the debt 

repayment limit (not the 

revenues of the PU)  

PU may enter into an agreement 

for long-term borrowing only 

with the approval of the MC 

and the MF                        

 

                                                                                                                

   

2. European Practices of Utility Service Management   

2.1 Comparative Considerations of Water Supply Systems Management in the 

Republic of Macedonia, in the Neighbouring Countries and in the EU 

 Water came to be one of the most significant resources in the 21
st
 century. According to 

some estimates, wars could be waged in future for water and water resources. 

According to the data from the WB for 2012 which elaborate on the issue of renewable 

sources of potable water, Bosnia and Herzegovina is the country with the largest amount of 

drinking water per capita with 9,461m
3
 of potable water per capita, which positions the country 

on the top of the list in the region and on seventh place in Europe. In terms of water resources, 

Bosnia and Herzegovina is richer than many countries in the world, including China, France, 

Germany, Japan and the United States of America. 

For comparison, Bosnia and Herzegovina is seven times richer than Germany when it comes 

to renewable sources of potable water. In the region of South-Eastern Europe (SEE), the second 

place on the list headed by Bosnia and Herzegovina is taken by Croatia which has 8,555m
3
 of 

water per capita. In third place is Albania, which according to the data from the WB, has 

8,364m
3
 of potable water per capita. The list ends with Macedonia with ca. 3,000m

3
 and Serbia 

with 1,158m
3
 of water per capita. According to these data, Bosnia and Herzegovina is seven 

times richer than neighbouring Serbia in terms of renewable sources of potable water. 

From the countries in the wider region, richest in water resources is Slovenia with 9,098m
3
 

per capita, second only to Bosnia and Herzegovina, then is Turkey with 3,083m
3
, Bulgaria with 

2,809m
3
 and Slovakia with 2,316m

3
 of potable water per capita. 

If we look at the European countries, Iceland with 532,915m
3
 of potable water is the richest 

country in water resources, followed on the list by Norway with around 77,000m
3
, Finland with 

19,500m
3
 and Sweden with 18,000m

3
 of potable water per capita.  
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Larger part of the Earth’s surface is covered with water; however, only 3% of it is fresh 

water and direct source for supply of drinking water. Water is considered to be a public good; 

however, more than 1 billion people on the planet do not have access to drinking water and more 

than 2 billion people are not connected to any kind of sewerage network.
5
 

Although this problem is not so much present in Europe, compared to many countries in 

the rest of the world, the management of the water supply systems covers a broad range of 

activities which include: water market, water sector or water industry, water resources or water 

services.  

The problems in water supply systems management differ from one European country to 

another. Depending on different developments and debates in different countries, from legal 

point of view, almost all northern European countries and the Netherlands have consolidated the 

status of service infrastructure, whilst in other countries these legal matters are still in the process 

of development.   

 

2.2 Ownership of Water Resources 
 

In most of EU member states, ownership of water resources is public. Some countries 

have entered into concession agreements with regard to water resources: Denmark, Spain, 

France, Italy, Finland, Germany and Sweden. Only in England and Wales the water resources are 

private (after the whole waters sector was privatised in 1996). There are also some cases of 

mixed ownership, such as the Netherlands, Austria (where surface water is in public ownership, 

but the households can have their own private wells), Portugal (with special rights for the land 

owners regarding groundwater), Luxembourg and Belgium. In Ireland, surface water is in public 

ownership, but the private water systems have their own water sources, which are mainly 

groundwater resources. 

 

2.3 Water Supply Consumption and Charging  
 

In most of the EU member states, water is mainly used in the industry and for irrigation 

purposes (more than 70% of water); domestic water consumption is between 10% and 30%.  

Only in Finland and Denmark, more than 50% of the water is used by the households.
6
 

In most of the EU countries, the daily domestic water consumption per capita (including 

water supply and wastewater sewerage) is between 130 and 180 litres, except in Italy where 

consumption is larger and on average amounts to 240 litres.  

There are big differences in water supply rates between different EU countries.  Figure 3 

shows the average water rates (water supply and wastewater sewerage altogether) in Ireland, 

where the use of the water supply systems by the households is not charged, in South Europe, 

                                                 
5
 aqualibrium – European Water Management between Regulation and Competition, Edited by Shahrooz Mohajeri, 

Bettina Knothe, David-Nicolas Lamothe, Jean-Antoine Faby. 

 
6
 Bettina Knothe, Annika Kramer, Shahrooz Mohajeri (aqualibrium): Summary the Water Debate. 
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where the price is around EUR 1, and in central and western European countries, where the 

prices are much higher (such as in Germany and Denmark where the price is around EUR 4).
7
 

FIGURE 3: Water rates - average rate in EU countries 

 

 
Source: Aqua Librum - Organization of the water market  

 

 

Some European countries provide large subsidies for water in cases when the rate fails to 

recover the costs. In future we can expect an increase of the charges as a result of the new EU 

Water Framework Directive which requires full cost recovery. For the last five years there is an 

obvious tendency towards increase of the water rates. In Spain, the rate was increased for 47% 

and in Scotland for 38.5%. In Austria and in Germany, the rates have remained almost the same 

during the last five years. In Germany, the rate was significantly increased in 1995 and has 

remained on the same level in the following years.  
  

2.4 Specificities in the Management of the Water Supply Systems 
 

In many European countries there is participation of the private sector, and private 

operators are involved in the management of the water supply systems, or public enterprises 

operate as economically independent entities. Only in Luxembourg, there is neither a 

participation of private companies, nor public – private partnership (PPP). In contrast to 

                                                 
7
 Jordi Molina, Santiago García Echevarría, Teresa del Val, Elisa Valdés (aqualibrium): Organisation of the water 

market and debate on private sector involvement in the European Union. 
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Luxembourg, in England and Wales there is no public management of the water supply systems 

as of 1996 when the water sector had been privatised.  

With regard to the evolution of the water supply management strategies, the analyses in 

national reports show changes in the management trends of water supply systems and increase of 

private participation or concentration. Figure 4 shows significant trends in water supply systems 

management in EU countries.  

 

           Figure 4: Trends in water supply systems management 

 
  Source: Aqua Librum – Organization of the water market  

 

National reports show broad spectrum of strategies for water supply systems 

management, ranging from exclusive ownership and management by the public sector to 

complete privatisation of these systems.  

An example of a water supply system entirely managed by the public sector is the system 

in Belgium. The Belgian water supply system is structured and controlled by regional and 

municipal companies within a federalised system.   

Denmark has a publicly controlled water sector. Responsibility for water is entrusted to 

the municipalities and regions. The organisational set-up of the Danish water sector is highly 

decentralised and composed of many small-sized municipal or private water-related activities.   

Also, the Irish water sector is entirely run by the public/local sector. Since 1971 Ireland 

has been divided into seven water regions and responsibilities are delegated to local authorities. 

  In Luxembourg, water supply systems are also run by the public sector and the 

municipalities are responsible for systems management.    

In Sweden, the water supply systems are public and managed by two public enterprises. 

The basic management system is run on local level.  

In the Netherlands, private participation is prohibited by law, and water supply systems 

are managed by municipalities and regions.  
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Italy shows large geographic diversity in terms of accessibility and use of water supply 

systems (between the North and the South). The authorities competent for the river beds are 

responsible for integrated water resources management through plans for different regions. 

Vertical integration of different management segments is achieved through development of 

integrated water resources services (optimal territorial units).  

Spain also has imbalanced geographic and seasonal distribution of water and in some 

regions there is an increased demand of larger quantities of water and in others there is water 

with better quality. The water supply services are organised within the territorial units of the 

autonomous communities and on municipal level.     

In France, the management of water services is organised by the municipalities through 

their regulatory function and inclusion of public and private operators through different forms. 

Services are generally controlled by the municipalities.   

In Austria, the main responsibility is on local level.    

In Germany as well, local authorities manage water resources. Part of services are 

provided exclusively by municipalities and part of them are provided with participation of the 

private sector.  

In Greece, water services are run by the public sector and the municipalities decide on 

their own to which extent they will cooperate with the private sector. The water sector divided to 

very small units with public operators and several private operators. Same as the situation in Italy 

and Spain, Greece also faces the challenge of water resources imbalance in many regions.  

In England and Wales, the management of the water supply systems had been completely 

privatised in 1989. In Scotland, water services are mainly run by the public sector, the same as in 

Northern Ireland (water services are managed by a government environmental agency). 

3. Water Resources Availability and Strategy for Investment in 

Water Supply, Sewerage and Waste Water Treatment in the 

Republic of Macedonia  
 

Macedonia has many types of water resources, ranging from rivers and lakes, natural 

springs, to underground mineral and thermal waters. Basic data show that every citizen of 

Macedonia can have at their disposal a quantity of ca. 3,000m
3
 of water. However, annual 

consumption amounts to 1,475 cubic metres of water, or 47%.  It is estimated that the quantity of 

groundwater amounts to 314.3 million m
3
 of water per year. Apart from groundwater statistics, 

the most interesting information is that Macedonia has 4,414 natural springs, some of which have 

a capacity of more than 100 litres per second and around 300 springs which have a flow of 1 litre 

per second.  

Since the charge for using water resources and the quantity of water used are the basic 

components which impact financial performance of PUs, the analysis shows that a regulatory 

body is needed in order to establish the methodology for determining the charges for different 

categories of water.   

Environment protection and sustainable development are the leading priorities of every 

country. Investment in the water supply infrastructure is much necessary in order to provide 

drinking water to all citizens, to improve its quality and to relieve the pressure on the 

environment by wastewater treatment. The municipalities, that is, the water supply utilities are 

the main actors in the water supply and wastewater treatment projects and therefore, their 
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capacities are subject to scrutiny by all potential funders - the European Commission, the 

bilateral donors and the international financial institutions (IFIs). At the moment, the sector of 

water supply utilities is facing serious challenges related to the EU accession process, the search 

for new clients and the general economic crisis. On the other hand, it is of utmost importance 

that the central government initiate a reform in the water utilities sector. However, at the same 

time, the developments also depend much on the water utilities themselves. They will be able to 

overcome all these challenges only if they improve their operational and financial performance, 

as well as their organisational culture and management.   

The sewerage as a system for conveying the sewage wastewater through underground 

conduits and networks with the purpose of preventing contagious diseases is of significant 

importance for every country.   

In our country, large part of the sewerage system is a combination of a system for 

carrying off waste water and a system for carrying off storm water, which often creates problems 

during periods of heavy precipitation. Another frequent problem are illegal connections to the 

sewerage network by some households. 

Wastewater from rural areas is usually discharged in septic tanks, sewage systems or 

open canals which lead to a river or is discharged on the ground. 

Sources of serious pollution are the chemical, textile and leather-processing industry and the 

alimentary products production industry. Pollution is rarely controlled and the penalties for 

failure to comply with the standards are low. 

 Many of the factories are located in urban areas and their wastewater is discharged into 

the sewerage systems, whilst some of them have their own sewerage system. Some industrial 

facilities claim to have their own systems, but when faced with an increased workload, 

sometimes they discharge wastewater in the nearest river. 

In order to overcome the problems with handling household wastewater and industrial 

wastewater, the municipalities envisage and invest in wastewater treatment systems.  

The priority environmental investment programme, as an act of the Ministry of 

Environment and Physical Planning (MoEPP), is developed with the purpose of facilitating the 

entry of investments in several sectors, including the water sector. Better organisational and 

financial standing of the water supply utilities will also serve as a guarantee that the newly-build 

infrastructure will be optimally used and will provide the envisaged benefits for the environment. 

     The National Environmental Investment Strategy lays the foundations of a balanced and 

structured process of management of the expenditures and benefits in the environmental sector. 

The funds for implementation of the Strategy are provided by the Government of the Republic of 

Macedonia, the IPA funds, the EU funds and other international donors.   

4. Situation and Capacities for Delivery of Public Services by the 
Public Utilities in the Republic of Macedonia 

4.1 General Data 
 

The situation of the PUs in the Republic of Macedonia has been analysed by conducting a 

survey in the period between the 1
st
 of September 2012 and the 5

th
 of May 2014.  

Questionnaires and direct interviews were used as a method of carrying out the analysis. In 

order to be able to update the obtained answers, the surveys were conducted by using one single 
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survey questionnaire form (in 2012) and two additional surveys in the course of 2013 and 2014 

(Annex 1 – Survey questionnaires). 

The questionnaire used in the analysis contained 107 questions
8
 and was divided in 12 

different sections which related to: 

1. General data 

2. Capacity of the PUs (water supply and sewerage) 

3. Water treatment plants 

4. PPPs 

5. Financial parameters and management 

6. Investment policy 

7. Service quality (for water supply and sewerage) 

8. Consumption and production 

9. Water loss 

10. Section for PUs whose activity involves collection and disposal of solid waste 

11. Section for PUs whose activity involves cemeteries maintenance and funeral services 

12. Data about public markets 

In addition to the above-mentioned sections, a supplementary questionnaire was delivered 

with the purpose of establishing the charge for services provided by PUs, covering also 2013 and 

2014. In the course of 2014, additional survey was conducted in order to obtain updated financial 

and other operational data and indicators, as well as updated information about the planned 

investments.  

From the total of 49 PUs analysed, most of them, that is, 87.76% of them provide water 

supply services; 40 PUs, or 80.63% of them also provide waste water sewerage services; 37 PUs, 

or 75.51% of the PUs provide the service of municipal waste collection; 36 PUs, or 73.47% 

provide the service of maintenance of public areas; 24 PUs, or 48.98% provide funeral services; 

26PUs, or 56.06% enable sale at public markets; and the remaining 17 PUs, or 34.69% provide 

other utility services, such as: street lighting, wastewater treatment, cemeteries management, 

bathing in public spas, etc. (Annexes: Table 1). 

 

 

 

Table 1 Services provided by the public utilities  

Service 
Number of PUs 

providing the service 
Structure % 

Water supply 43 87.76% 

Waste water sewerage                 40 81.63% 

Municipal waste 

collection 
37 75.51% 

Public areas 

maintenance 
36 73.47% 

Funeral services 24 48.98% 

Organising green/cattle 

markets 
26 53.06% 

Other 17 34.69% 
Source: Results obtained from the survey 

                                                 
8
 See Annex 1 
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The analysis covers all statistical regions in the Republic of Macedonia accordingly; 

therefore, it provides the whole picture of the situation of the PUs and the quality of utility 

services delivered to the citizens and to the economy in all of the statistical regions. 

 

4.2 PUs Staffing 
 

The public utilities provide the above-mentioned services with an average of 166 

employees. The largest percentage of PUs, that is, 47% of the surveyed PUs employ more than 

50 persons. Apart from the basic structure of regular employees, 77.8% of the public utilities 

have claimed to hire season workers, on average between 10 and 20 persons annually. In 2012, 

the PUs have employed a total of 4,865 persons and in 2014 they employ 7,146 persons and 620 

persons who are hired as season workers. This shows an increase of 46.8% in the number of 

employees in the PUs for a period of just 2 years. From the total number of engaged workers, 

92.02% are regular employees, and 7.98% are season workers.  

The average number of employees in the public utilities sector in the Republic of 

Macedonia amounts to 4.27 employees per 1,000 inhabitants, whilst the water supply sector 

alone has 4.21 employees per 1,000 inhabitants (Annexes: Table 2a, 2b and 2c). 

The analysis of the results by taking into consideration the size of the municipalities 

shows the following: 

- The average number of employees in small municipalities (of up to 10,000 

inhabitants) is 4.39 employees per 1,000 inhabitants; 

- The average number of employees in medium-sized municipalities (of between 

10,000 and 50,000 inhabitants) is 4.44 employees per 1,000 inhabitants; 

- The average number of employees in large municipalities (of more than 50,000 

inhabitants) is 2.76 employees per 1,000 inhabitants.  

 

The benchmarking of this analytical indicator shows overemployment in the PUs in 

comparison with the good practices around the world (IBNET), according to which this indicator 

should be 0.4 employees per 1,000 inhabitants. 

The analysis of PUs staffing in comparison with the number of connections also shows 

high overemployment. The value of this analytical indicator for the Republic of Macedonia 

equals 16.76 employees per 1,000 water supply connections, which compared to the 

recommended good practices (IBNET), according to which the value of this indicator should be 

in the range between 4 and 7 employees per 1,000 water supply connections, is on average 3 to 4 

times higher (Annexes: Table 3, 3a, 3b and 3c). 

 

     Table 2: Number of employees per 1,000 water supply connections 

 Number of employees per 

1,000 water supply 

connections 

Average number of employees per 1,000 water 

supply connections in small municipalities 16.47 

Average number of employees per 1,000 water 

supply connections in medium-sized 21.37 
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municipalities 

Average number of employees per 1,000 water 

supply connections in large municipalities 16.39 

 

 

In terms of the educational structure of the staff of the PUs, the largest number of 

employees are with completed secondary vocational education and low education profiles. High 

skilled workers account for the smallest percentage of employees. These indications confirm and 

point out to the situation and risks of inefficiency and weaknesses in the management of the PUs. 

 

Table 3: Overview of the educational structure of the employees of the PUs 
 Higher 

education 

Associate 

degree 

Secondary 

education 

Highly 

qualified 

Qualified Semi-

qualified 

Non-

qualified 

Total 

Number of employees 235 60 898 129 420 473 332 4865 

Structure 4.83 1.23 18.46 2.65 8.63 9.72 6.82 100.00 

 

 

 

 

4.3 Infrastructure Capacities and Technical Features of the Water Supply 

Systems and the Sewerage Systems 
 

The infrastructure capacities of the PUs for water supply and waste water sewerage are 

established with the indicators of: total and average number of water supply and sewerage 

connections; density of the water supply and sewerage connections per km
2
 and average 

population per water supply and sewerage connection. 

 

Table 4: Overview of the capacities for water supply and sewerage by the number of water 

supply and sewerage connections 

 

 

Average number of  

connections 

per municipality 

Total number of  

connections 

Water supply connections 8,397 335,862 

Sewerage connections 4,337 173,489 

Combined connections 2,703 94,609 

Number of households (by meters) 

connected to the water supply system 

 

10,722 

 

407,436 

Number of households (by meters) 

connected to the sewerage system 

 

4,300 

 

163,403 

Source: Results obtained from the survey 

 

The analysis shows that the total number of surveyed PUs providing water supply and 

sewerage deliver their services to a total of 630,960 connections, 335,862 of which are only for 

water supply which accounts for 55.61% of the total number of connections; 173,489 of which 

are sewerage connections which account for 28.73% of the total number of connections and 
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94,609 or 15.66% of which are combined connections. The smallest number of water supply 

connections is in the village of Lozovo, 635 in total, whilst the largest number of water supply 

connections is in Skopje with 62,309 connections in total.  

The density of the water supply and sewerage network is considered to be a relevant 

indicator of the quality of the services of water supply and sewerage. The data from the survey 

are given in Table no. 5. 

 

Table 5: Density of water supply and sewerage networks per square kilometre 

 
Description Average density of the network per km

2
 

Number of water supply connections per km
2 

205.28 

Number of sewerage connections per km
2
 205.53 

Source: Results obtained from the survey 

 

The data in the table lead to the conclusion that the PUs which have responded to the 

survey questionnaire have approximately the same density of water supply and sewerage 

connections. It can be derived that there is approximately equal number of average connections 

to both networks. Below is a table showing the density of network connections per km
2
.   

 

 

Table 6: Density of water supply and sewerage connections per km
2
 

 
 

Average density of water 
supply connections per 

km
2
 

Average density of 
sewerage connections per 

km
2
 

Average population per 
water supply connection 

Average population per 
sewerage connection 

196 179 4 4 

 

The table leads us to the conclusion that the average density of water supply connections is 

196 connections per km
2
, whilst for the sewerage network it is 179 connections per km

2
. 

The average number of population per water supply and sewerage connection is 4 

inhabitants per water supply/sewerage connection. (Annexes: Table 4: Density of water supply 

and sewerage connections and average number of inhabitants per connection). 

According to the technical characteristics, the water supply networks are categorised by the 

diameter of the pipes and the material which they are made of. 

Table 7 shows the technical properties of the water supply networks by the diameter of the 

pipes.   

Average number of population/enterprise  

per water supply connection    
<2   2 - 5   5 - 7   7 - 9   >9   

Number of enterprises according to the density  

 of the water supply networks   
6   4   5   1   20   

Number of enterprises   according to the density 

 of the sewerage networks   
5   5   5   1   20   
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Table 7: Technical properties of the water supply network by the diameter of the pipes 

(f=mm) 

 

Number of 

PUs with 

pipelines of 

up to 

f=80mm 

in % 

Number of 

PUs with 

pipelines 

between 

f=80mm and 

f=200mm 

in % 

Number of 

PUs with 

pipelines 

larger than 

f=200mm 

in % 

 
 

29 

 

      43% 29 42% 17 16% 

Total in km   843.20 km   826 km  285.84 km 

Total length of the  

water supply network in km:        3,161 km 
Source: Results obtained from the survey 

 

Detailed overview of the pipelines for water supply, sewerage and storm water drainage is 

given in the Annexes, Table 5: Length of the water supply network, sewerage network and storm 

water drains by pipe diameter (f=mm).  

 

Table 8: Type of water supply network material 
Type of material Number of PUs in % 

Steel 11 30% 

PVC (Plastic) 13 36% 

ACC (Asbestos + Cement + ACC) 8 22% 

Asbestos-cement corrugated sheets 1 3% 

Polyethylene 2 6% 

Cast iron 1 3% 

Source: Results obtained from the survey 

 

According to the type of material it is made of, the current infrastructure includes steel, plastic 

and asbestos – steel pipelines accounting for 88% of the network, and only a small portion of the 

network is made of materials such as cast iron and polyethylene. 

4.4 Water Production, Consumption and Loss in the Water Supply Systems   
 

According to the sources of production, the largest amount of water is provided from water 

springs (83%). 

 

Table 9: Water sources in m
3
  

 

Water sources Wells Springs Reservoirs Total 

quantity  23,503,822 112,689,558 25,532,234 160,985,083 
Source: Results obtained from the survey 
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The total amount of water produced at annual level (2013) amounts to 160,985,083 m
3
 of 

water, the largest part, or 70%, of which is obtained from surface water sources, 14.6% of which 

is obtained from wells and the remaining 15.86% is obtained from reservoirs. (Annexes: Table 6: 

Water production in m
3
 per water source).  

 

The total amount of produced and invoiced water, as well as water loss, that is, the amount 

of non-revenue water, of all surveyed PUs by sources is given in (Annexes: Table 7: Produced, 

invoiced and non-revenue water in m
3
 at annual level.)  

Table 10: Produced, invoiced and non-revenue water (2011, 2012 and 2013) 
                                                                                                                                      

Period Produced Invoiced 

Non-revenue 

water (losses) 

Structure 

(%) 

2011 201,703,153 81,363,935 3,252,411 44.40 

2012 162,427,222 72,707,182 7,476,670 58.70 

2013 160,985,083 72,707,475 7,356,467 59.92 
Source: Survey 

 

The analysis made for the period 2011 – 2013 shows that water loss ranges between 

44.40% in 2011 to 59.92% in 2013. Water losses appear in secondary networks, which indicates 

the need for rehabilitation of the secondary network pipelines (from the primary pipelines to the 

households) and of the outdated hydrant equipment. According to the data in the table, 

households are the biggest consumer of water with approximately 90% of the total amount of 

water sold at annual level. Second on the list of consumers are the companies with 10.06% of the 

consumption, whilst the other users consume 0.6% of the total quantity of water. Detailed 

overview of the total amount of delivered (sold) water by consumers’ category is given in the 

Annexes: Table 8: Invoiced water by purpose of use: households, industry and other. 

Water loss analysed as per groups of municipalities categorised as small, medium-sized 

and large municipalities, according to the general criterion for size of municipalities by 

population, are highest among the small municipalities where in the analysed period it reaches 

73%, which is a result of the small amount of revenues that could be used for financing these 

investments, as well as of the consistently small borrowing power of small municipalities. In 

large municipalities there is a downward trend in this regard because of investments in the old 

and worn out pipelines and in the medium sized municipalities, the level of non-revenue water 

has been significantly reduced and is now maintained at a stable level of 10%. (Annexes: Table 

9, Table 10 and Table 11)
9
. 

 

Table 11: Non-revenue water for the period 2011 – 2013 by municipality size 

Municipalities 

Non-revenue 

water in m3 

(2011) 

Non-revenue 

water in m3 

(2012) 

Non-revenue 

water in m3 

(2013) 

Non-revenue 

water in % 

(2011) 

Non-revenue 

water in % 

(2012) 

Non-revenue 

water in % 

(2013) 
Small 181,627 752,838 786,773 31 70 73 
Medium-sized 1,023,411 265,951 277,863 42.52 9.94 10.45 
Large 10,345,092 9,013,747 8,810,599 46.98 23.95 23.24 

Source: Results obtained from the survey 

 

                                                 
9
 Detailed overview of the amount of non-revenue water in the municipalities categorized by their size is given in Table 9: Non-revenue water in 

m3 in large municipalities (over 50,000 inhabitants),  Table 10: Non-revenue water in m3 in medium-sized municipalities (between 10,000 and 
50,000 inhabitants) and Table  11: Non-revenue water in m3 in small municipalities (below 10,000 inhabitants) 
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 The analysis shows that the amount of non-revenue water is highest in the large 

municipalities, which proportionally corresponds with the amount of water released in the 

primary pipelines, although if we consider the structure, losses are much bigger in smaller 

municipalities, which truly reflects the financial situation of the Pus. The low financial capacity 

is one of the reason for the low level of investments in the networks, which results in high level 

of water loss.  

The analysis on the daily and annual water consumption shows that the daily quantity of 

water shortages amounts to 840 litres/sec, whilst the daily surpluses of water on average equal to 

3,532 litres per second. The annual water shortage measured in m
3
 amounts to 4,800,000 m

3
 of 

water, and the surplus of water amounts to 3,796,500 m
3
 of water at annual level. 

 
Table 12: Water shortages and surpluses at annual level in m

3
   

 Water shortages Water surpluses 

Municipality Annually (m
3
) Annually  

Resen 120,000  

Rankovce 73,000  

Vinica 160,000  

Delchevo 300,000  

Lozovo 10,000  

Pehchevo  36.500 

Kochani  3,500,000 

Gostivar 127,750  

Kriva Palanka 86 225,000 

Tetovo 3,945,000  

Gevgelija 0 35,000 

Berovo 55,898  

Total 4,791,734 3,796,500 

Average 532,415 949,125 
Source: Results obtained from the survey 

4.5 Characteristics and Situation of the Sewerage Networks 
In addition to water supply, one of the main activities of the PUs is the installation, 

maintenance and management of sewerage networks. In terms of coverage and availability of 

sewerage networks of surveyed PUs, the survey showed that generally larger areas are covered 

by water supply network than by sewerage network. In the settlements in which there is no 

sewerage network, primarily the rural areas, sewage is collected in septic tanks. Another method 

for carrying off waste water applied by the PUs is through open canals and open river beds. The 

largest part, or 40% of the surveyed PUs, at the same time provide both, water supply services, 

and sewerage, and have built water pipelines in 6 to 10 settlements.  

 

Table 13: Coverage of settled areas with sewerage and water supply networks   

Number of settlements <5 
between 

6 and 10 

between 

11 and 

16 

between 

17 and 

20 

between 

21 and 

25 

25> 

Settlements with water 

supply network 
3 8 5 4 0 6 
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Settlements without water 

supply network 
8 6 1 0 0 0 

Settlements with sewerage 

network 
25 4 1 2 0 0 

Settlements without sewerage 

network 
5 9 6 2 0 6 

Source: Results obtained from the survey 

 

With regard to the sewerage network, the situation is not satisfactory. Namely, in 25 of all 

PUs that responded to the survey questionnaire, in most of the cases there is a sewerage network 

in less than 5 settlements in the municipalities served by them, and this is present almost in 70% 

of the cases. Only 11% of the surveyed PUs have 6 – 10 settlements covered by the sewerage 

network, and just 2.7% of the PUs included in the survey have 11 – 16 settlements connected to 

the sewerage system. 

Specifics of the existing sewerage, as well as of the existing storm water drainage system, 

are shown in Table 14.  

 

Table 14: Structure of the sewerage and storm drainage network by pipe diameter (f=mm) 

   < f 200mm  % 
f 200mm -  

f 600mm 
 % f 600mm >  % 

Sewerage 24 51% 19 40% 4 9% 

Storm 

drainage 

network 

15 62% 9 38% 0 0% 

Source: Results obtained from the survey 

 

 The largest part, that is, 51% of the existing sewage network, and 62% of the existing 

storm drainage network, has pipes below f 200mm. Only a small portion of the existing sewage 

network has pipes with larger pipe diameter (f 600mm or bigger). This type of sewerage 

pipelines are present in larger urban areas.  

 

4.6 Wastewater Treatment Plants 
 

The analysis of the PUs shows that there is not sufficient coverage by wastewater 

treatment plants in the Republic of Macedonia. Solving the problem by wastewater treatment has 

been present on the country’s agenda for the last fifteen years, a period during which several 

water treatment plants have been built.  

 

 

Table 15: Characteristics of wastewater treatment plants (capacity, quantity of treated 

water, utilisation and technological processes) 

 
Municipality Capacity 

(equivalent 

inhabitants) 

Capacity 

(litres/sec) 

Amount of 

treated 

wastewater (m3) 

Level of 

utilization 

Percentage 

of 

utilisation 

Type of 

technology 

Ohrid and Struga 120,000  120,000    
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Ilinden 1,250  46,964 1,300 104% other 

Sveti Nikole 17,500 30  14,000 80% aerobic 

Resen 12,000 94 700,000 10,000 83% aerobic 

Makedonski brod 5,000 15 250,000 3,750 75% aerobic 

Dojran 12,000 10  8,400 70% aerobic 

Kumanovo 90,000 230 6,500,000 90,000 100% aerobic, 

anaerobic and 

container 

Gevgelija 

(Bogorodica) 

2,500 2    aerobic 

Berovo 14,000 20 634,448 6,500 46% aerobic 

Total/Average 274,250 45 8,251,412  80%  

Source: Survey  

 

The survey conducted in the period 2012 - 2014 showed that there is a small percentage 

of coverage with wastewater treatment systems. The established capacities of the existing water 

treatment plants cover an equivalent of 274,250 inhabitants or ca. 14% of the total population in 

the Republic of Macedonia. The smallest water treatment plant has a capacity of 2 litres per 

second, and the largest has a capacity of 250 litres per second. The average quantity of treated 

wastewater amounts to 8,251,412 m
3
, and the average utilisation of the installed capacity is 80%. 

The data shows that 72% of the PUs do not have a water treatment plant.  

Research shows that in terms of wastewater treatment technology, aerobic wastewater 

treatment technology is predominant.   

 

4.7 Public-Private Partnerships 
 

Public service development trends of the last decade show that public – private 

partnerships (PPP) play a significant role in the development of this sector. The need for quality 

delivery of the utility services on one hand, and the ever-present shortage of financial resources 

for current maintenance and investments on the other hand, raises the issue of PPP as a model for 

bridging the gap. With the adoption of the Law on Concessions and PPPs, the Republic of 

Macedonia has opened up an opportunity for introduction of fresh private capital, knowledge, 

expertise and experienced leadership in the management of the PUs. However, as the survey 

shows, the private sector is not included in delivery of public utility services, and the initiatives 

are in their early beginnings. The only exception is the municipality of Gostivar which has 

entered into a PPP agreement, as well as the involvement of a foreign investor in the waste 

management of the Public Enterprise for Disposal of Municipal Waste "Drisla" in Skopje. In the 

case with the municipality of Gostivar, it is a contractual partnership in which the PPP provides 

utility services, more specifically the service of plastic waste and paper recycling. The other PUs 

which have been covered by the survey are partially involved in this process. Namely, 5 of them 

(13.8%) are at the initial stages of setting up a PPP.  

 

Table 16: Implementation of the procedure for establishing a PPP. 

Level of establishment of PPP Number of PUs 

Proposed Management Body of 

the PPP 
1 

Decision of the MC 3 

PPP study 0 
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Tender procedure 0 

PPP agreement 1 

Functional PPP 0 
Source: Results obtained from the survey 

4.8 Financial Parameters and Management  
 

The section for financial parameters and management shows the entire picture about the 

financial situation of the PUs in the period between 2009 and 2012. The financial overview of 

the PUs starts with an overview of their revenues, expenditures, profit and loss in the past four 

years.  

The financial results show that two thirds of the surveyed PUs generate revenue from the 

sale of their services of up to 80,000,000 MKD, and only one third of them generate higher 

revenues. The situation during the analysed period reflects stable developments until 2011. In 

2013 the situation worsened and there was a fall in the amount of generated revenue, which is 

due to low bill collection rate in the period when the country started to feel the pinch of the 

financial crisis which made an indirect shift from the global markets to the national markets. As 

a consequence of such developments, there was an obvious rise in the expenditures and decline 

in the generated profit. Enclosed is a detailed overview of the developments in the generation of 

overall revenues, expenditures and profit of the PUs. 

The financial results for the period 2009 – 2013 show that up to 2011, the profit element 

had a downward trend, and that there is also a drastic fall in the achieved financial performance.   

 

Table 17: Financial performance for the period 2009 – 2013 (in MKD) 

 

Period 2009 2010 2011 2012 2013 

Total profit 

(MKD) 

314,518,876 199,371,470 173,893,015 224,092,411 152,308,975 

Total loss 

(MKD) 

-132,318,863 -137,172,134 -61,740,336 -50,640,500 -84,006,784 

Financial 

performance 

(MKD) 

182,200,013 62,199,336 112,152,679 173,451,911 68,302,191 

PUs which 

have 

generated 

profit (%) 

53.2% 63.8% 70.2% 61.7% 59.6% 

PUs which 

have 

incurred 

losses (%) 

31.9% 23.4% 17.0% 14.9% 14.9% 

No response 17.0% 14.9 14.9 25.5 25.5 

Source: Results obtained from the survey 

 

Detailed overview of the results from the financial statements of the PUs are given in the 

Annex: Table 12 of this Report – Revenues, expenditures and financial performance of the PUs 

for the period 2009 – 2013.    
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Table 18: Chain indices of the development of the PUs financial performance for the period 

(2009 – 2013) 

Period 2010/2009 2011/2010 2012/2011 2013/2012 

Total profit 

(MKD) 

63% 87% 129% 68% 

Decrease/Increase 

of profit 

-37 -13 29 -32 

Total loss (MKD) 104% 45% 82% 166% 

Decrease/Increase 

of loss 

4 -55 -18 66 

Financial 

performance 

(MKD) 

34% 180% 155% 39% 

Decrease/increase 

of the financial 

performance 

-66 80 55 -61 

 

 

According to the analysis of indebtedness, 76% of the PUs do not borrow long-term loans, 

mostly because of their low creditworthiness. The remaining 24% of the PUs resorting to this 

source of funding use the loans for:  

- financing the construction of water supply connection pipelines; 

- fleet revamp; 

- investment in capital and current assets;  

- installation of new connections.   

75% of the PUs which are in debt, manage to repay their debts on time.  

 

Apart from their own revenues as a basic source of financial resources and the loans as a 

source of funding for some of them, the PUs make use of additional sources of funding, such as: 

grants and transfers from the Central Government and loans from IFIs (for which guarantor is the 

Central Government – the Ministry of Finance).   

 

Table 19: Sources of funding for the PUs 

Sources of funding 
Number of PUs making use of 

the source 
Structure % 

Grants and government 

transfers 
2 15% 

Loans from IFIs 3 23% 

Commercial banks 1 8% 

Bonds 0 0 

Self-financing 7 54% 
 Source: Results obtained from the survey 

  

The table displaying the results confirms the foregoing, namely that 54% of the surveyed 

PUs are financed from their own funds. The remaining sources account for a much smaller 

percentage of the overall sources of funds and they are equally represented.   
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The analysis of the bill collection rate, the receivables and the payables of the PUs 

covered by the survey shows that PUs have more receivables than liabilities, but they operate 

with distorted liquidity, which means that they pay their liabilities in a shorter period of time 

compared to the collection period of their receivables. The high amount of receivables is mainly 

due to the decreased possibility for collection thereof. The trend of the bill collection rate shows 

positive developments from one year to the next, which is reflected in their liquidity, 

creditworthiness and profitability and comes as a result of better management of the PUs.  

 

Table 21: Overview of due receivables and liabilities and PUs liquidity 

Current receivables fallen due Current liabilities fallen due Liquidity % 

2012 2013 2012 2013 2012 2013 

4,103,112,934 3,975,036,463 3,071,491,146 3,117,869,597 3.57 3.389 

Source: Results obtained from the survey 

  

Detailed overview of PUs due receivables and liabilities and of their liquidity is given in 

the Annex: Table 13: Due receivables and liabilities and liquidity.  

The operations of the PUs are closely related to their strategic plans for enterprise 

development and their preparation.  

 

4.9 Strategic Planning, Human Resources Management and Quality 
Management 
 

The results show that almost half of the PUs (45%) do not have a strategic enterprise 

development plan. Such a situation may lead to many different risks. The PUs which do have a 

strategic enterprise development plan (55%), have different priorities which are presented in the 

table below.  

The PUs which implement strategic planning, show improvement in the scope and quality 

of services as one of the priority strategies. It is present in the strategic objectives of 42% of the 

PUs. Besides long-term planning, short-term and mid-term planning is also of significant 

importance. Below is a table which provides an overview of the results from the survey related to 

the quality of management of the PUs.   

 

Table 20: Priorities of the strategic enterprise development plan of the PUs 

Strategic priorities 

Number of 

PUs having 

this priority 

 % 

Improvement of scope and quality of services 20 42% 

Investment in major improvements 13 27% 

Improvement of the management system 10 21% 

Other 5 10% 
Source: Results obtained from the survey 

 

The results of the mid-term planning, as a management tool, show that the PUs covered by 

the survey do not apply mid-term planning, that is, only 48.57% have confirmed to use this 

business tool. Taking into consideration also the lack of long-term strategic planning, it can be 

concluded that the PUs may experience deterioration of the current situation in several aspects. 
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Planning is essential for the operations of every company; therefore, measures should be taken in 

order to fully integrate planning in the working practices of the PUs in order to have a 

development strategy based on objectives and results. Lack of internal audit additionally 

decreases the capacity for management and control of the PUs, and it has a negative impact on 

the entire decision making process.   

 

Table 21: Mid-term planning of the PUs 

 
YES % NO % 

Mid-term planning 17 48.57 18 51.43 

Monitoring of strategic 

objectives 17 54.84 14 45.16 

Mid-term update and 

adjustment of objectives 16 55.17 13 44.83 

Mid-term financial 

planning 10 33.33 20 66.67 

Risk management strategy 12 37.50 20 62.50 

Persons in charge of 

internal audit 6 16.67 30 83.33 

Process maps 5 13.89 31 86.11 

Measuring customer 

satisfaction  22 56.41 17 43.59 

Continuous employees 

training 26 78.79 7 21.21 
Source: Results obtained from the survey 

 

In terms of measuring customer satisfaction and continuous employees training, the PUs 

show satisfactory results. The majority of the PUs covered by the analysis makes use of these 

management tools for improving quality of service and human resources with the aim of 

achieving strategic development objectives. On average, PUs organise 8 trainings per year for 

their employees, which could be considered rather satisfactory. The highest number of trainings 

within one year is 30, and the lowest is 1. Measuring customer satisfaction is usually done by 

sending letters and calling the customers. Their aim is to identify the existing flaws in the 

process of service delivery and to improve service quality and availability. As many as 15 of the 

surveyed PUs have regarded direct survey interview as the most frequent method used for 

measuring quality of services provided to their customers. Other methods used less frequently 

are telephone surveys (9) and opinion polls conducted through the media (5).  
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4.10 Rates for Utility Services  
 

According to the data obtained in the research, the highest rate charged by the PUs is for the rent 

of public market stalls, whilst the lowest rate charged is for the sewerage services delivered to 

the households. The highest rate dispersion is present in the tariffs for rent of market stalls. The 

prices are divided into 5 different rate thresholds. Table 24 in the Annex shows the average rate 

of individual utility services. The rates for carrying off waste water from the households are 

positioned within the lowest price threshold category, whilst the funeral services and the rent of 

public market stalls and shop premises are within the highest rate threshold category. Complete 

overview of the rates for different types of utility services provided by the PUs is given in the 

Annex: Table 14: Rates of utility services.  

 

Table 22: Average rates for different utility services provided by the PUs 

  MKD 

Water supplied to the households MKD/m
3
 23.98 

Water supplied to legal persons MKD/m
3
 89.60 

Sewerage service provided to households MKD/m
3
 6.84 

Sewerage service provided to legal persons MKD/m
3
 19.91 

Collection of municipal waste from households MKD/m
2
 31.48 

Collection of municipal waste from legal persons MKD/m
2
 14.46 

Waste water treatment MKD/m
3
 28.89 

Use of cemetery infrastructure (monthly lump sum) 723.11 

(Monthly) rent for use of public market stalls 650.65 

(Monthly) rent for use of shops in public markets MKD/m
2
 666 

Source: Results obtained from the survey 
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4.11 Investment Policy 
Investments are an important segment in the work of every enterprise. They enable normal 

flow of operations and contribute towards its growth and development. The biggest investments 

planned will be in the water supply system in the amount of 377,091,940 MKD, and for 

rehabilitation of the sewerage systems in the amount of 225,497,292 MKD. The smallest 

investment is planned for funeral equipment and construction of chapels in a total amount of 

1,409,105 MKD.  

Detailed overview of the planned investments is provided in the Annex: Table 15: Planned 

capital investments of the PUs. 

   The table presenting the investments of the PUs shows that the companies mostly invest 

in the water supply system. As many as 32% of the surveyed PUs invest in the water supply 

system. The investment in utility equipment, mainly procurement of utility vehicles, has 

increased significantly in the last few years. Table 25 shows the average age of equipment which 

points to the need for capital investments in the water supply and sewerage infrastructure, in the 

utility equipment and in water treatment plants with the objective of enhancing the extent, scope 

and quality of the utility services. 

 

Table 23: Average equipment age  

Equipment 
below 20 

years 

between 21 

and 30 years 

between 31 

and 40 years 

between 41 

and 50 years  

over 50 

years 

Water supply 7 (19.44%) 6(16.75) 5 (13.90%) 8 (22.22%) 10 (27.8%) 

Sewerage 4 (28%) 5(35.7%) 3(21.42%) 2 (14.28%) 0 

Utility 

equipment 
10 (83.33%) 1 (8.3%) 0 0   1 (8.3%) 

Utility vehicles 18 (78.3%) 5(21.7%) 0 0 0 

Chapel 3 (100%) 0 0 0 0 

Other 2 (50%) 0 1 (25%) 1(25%) 0 
Source: Results obtained from the survey 

 

The information on the average equipment age provided from the survey show that the 

majority of the equipment used for public services provision is old. This shows the need for 

investments in this field. Therefore, in addition to the existing equipment, the PUs have current 

investments intended for:  

 reconstruction of the water supply network; 

 construction of a secondary water supply network; 

 replacement of water meters and other metering and regulation equipment; 

 introduction of SCADA system;  

 construction of wells; 

 construction of sewerage system; 

 construction of storm water drainage; 

 reconstruction of a water treatment plant;  

 construction of a chapel; 

 development of cemetery lots. 

 

For additionally planned investments, as well as for their current investments, the PUs have 

advanced investment and technical documentation.   
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The data obtained from the surveyed PUs show that 43% of them have a developed final 

design and hold the necessary documentation for conducting a procedure for construction or 

procurement of utility equipment, 20% of them have a preliminary design, 10% of them have 

prepared a feasibility study, 7% of them only have a prefeasibility study and 20% of the PUs 

only have a conceptual design. This could be seen as a sign of increase of investments in the 

future period, as well as improvement of the general financial situation of the PUs.  

 The planning forecasts for the investments according to the analysis are mainly focused 

on investment in water supply equipment, or more precisely:  

 reconstruction of old water supply lines and manholes;  

 construction of reservoir storage area;  

 installation of new water meters; 

 reconstruction of the primary and secondary network;  

 replacement of the current water pipes; 

 reconstruction and replacement of asbestos pipes.  

The other planning activities of the PUs are focused on vehicle fleet revamp, construction of 

sewerage systems, construction of regional landfill sites, construction of green markets, 

procurement of funeral vehicles, procurement of equipment for waste selection, etc.  

4.12 Service Quality (for Water Supply and Sewerage) 
 

Service quality is a significant indicator of the performance of the PUs. The survey 

contained questions which deal with this issue. The first analysis refers to the average time of 

service provision to the clients by the PUs on daily basis. All PUs covered by the survey provide 

the water supply services 24 hours a day.     

The quality of service is measured through the following indicators: 

- Average time of service provision to consumers by PUs on daily basis.  

- Number of defects and complaints on the manner of delivery and the continuity of the 

services of the PUs.  

- Percentage of defects and complaints compared with the total number of connections. 

- Evaluation of the quality of the water supplied. 

- Existence of underground cadastre of water supply and sewerage network.  

 

 

 

Table 25: Average time of provision of the water supply service (hours per day) 

 24h/day 
20h/day – 

24h/day 

18h/day – 

20h/day 

less than 

18h/day 

Number of PUs 31 0 1 0 
Source: Results obtained from the survey 

 

Out of the total number of surveyed PUs which have provided answers regarding the 

continuity of the provision of water supply services, 31 PUs, that is, 86.11% of them claim to 

maintain the continuity of their service 24 hours a day, whilst 2.8% of the PUs claim to have 

an average of 18 to 20 hours a day of continuity, while the remaining PUs have not provided 

any information in this regard. 
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Apart from 24 hour a day provision of water supply services, the PUs also face certain 

defects and problems in the supply system which cause certain periods of standstill and water 

shortages in some areas. The table below shows the number of defects and complaints on the 

manner of delivery and the continuity of the services provided by the PUs.  

 

Table 26: Number of defects and complaints on the services of the PUs at annual level 

 
Types of defects and 

complaints at annual 

level 

below 500 

defects/year 

501-700 

defects/year 

701-900 

defects/year 

over 901 

defects/year 

 

Defects in the water 

supply 
33 (94.28%) 0 1(2.8%) 1(2.8%) 

Number of 

complaints from the 

consumers on water 

supply 

28(87.5%) 0 1(3.12%) 3(9.3%) 

Number of 

complaints on defects 

in the sewerage 

system at annual level 

 

17(80.95%) 

 

1(4.7%) 2(9.5%) 1(4.7%) 

Number of 

complaints on the 

collection and 

disposal of municipal 

waste 

15(100%) 0 0 0 

Number of 

complaints on the 

public markets 

9 (100%) 0 0 0 

Number of 

complaints on the 

maintenance of public 

areas 

10 (100%) 0 0 0 

Source: Results obtained from the survey 

 

In comparison with all the public services delivered by the PUs, the largest number of 

complaints received are related to the water supply. The number of defects and complaints per 

total number of consumers is expressed in percentages in the table given below.    

PUs with more than 900 defects in the water supply system are Skopje and Prilep. 

The number of defects and complaints per total number of customers is expressed in 

percentages in the table given below.    

Table 27: Overview of the defects and complaints per total number of connections 

expressed in percentages 

 
over  

40 % 

% 
30%-39% 

% 
20-29% 

% below 

19% 

% 

Defects in the 

water supply 

system 

2 

 

8% 1 

 

4% 1 

 

4% 21 

 

84% 
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Complaints on the 

water supply 
0 

 

0 
0 

 

0 
0 

 

0 
27 

 

100% 

Complaints on the 

sewerage service  
3 

 

14% 
1 

 

5% 
0 

 

0 
18 

 

82% 
Source: Results obtained from the survey 

 

The results presented in the table once again confirm the fact that the majority of 

complaints from the population are related to water supply.   

Quality measurement in the process of water supply is performed by the PUs through 

continuous checks on the quality of water supplied and its chemical treatment. 

 

Table 28: Water quality measurement 

 Yes % No % 

Laboratories for 

measuring the 

quality of the water 

supplied 

9       

 

25% 

 
25 

 

69.4% 

Supplied water 

quality measurement 

(chlorine residual 

testing) 

28 

 

77.8% 
4 

 

11.1% 

Source: Results obtained from the survey 

 

Most of the PUs do not have laboratories for measuring the quality of the water supplied, 

but they perform regular water quality measurement and testing. More precisely, 69.4% of the 

PUs which have provided answers in this regard do not have their own laboratories for water 

quality measurement; however, 77.8% of them regularly measure the quality of the water 

supplied in other accredited laboratories. The quality of water supplied is one of the basic 

conditions for normal water supply to the consumers; therefore, in future, the majority of PUs 

could focus towards increasing water quality. Testing for chlorine in water is of significant 

importance for establishing its quality and acceptance for the intended use. The average number 

of chlorine residual tests performed by the PUs at annual level is 390.  

In order regularly to maintain the underground water supply and sewerage infrastructure, it 

is recommended that these infrastructure facilities should be recorded in the underground 

cadastre. The majority of the surveyed PUs (65%) have an underground cadastre of the water 

supply and sewerage network, 27% of them have a partial coverage by an underground cadastre 

and 7% of the PUs still do not have an underground cadastre of the water supply and sewerage 

network.  

4.13 Water Production and Consumption 
 

The following gives an overview of a set of issues related to the PUs’ water production and 

consumption.  

Table 29: Water production and consumption 

  Litres/sec 
average 

m
3
/connection/month 
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Total annual water 

production 
259 360m

3 

Total annual water 

consumption 
233 / 

-Urban areas 158 / 

-Rural areas 75 / 
 Source: Results obtained from the survey 

 

The processed data show that larger portion of the average water consumption, that is, 

68% of water consumption is in urban areas. The high average monthly water consumption per 

connection (360 m
3
) comes as a result of the high water consumption in rural areas where large 

portion of water is used for the irrigation of yards, gardens and agricultural lands.   

The average daily per capita consumption of water can be expressed in three analytical 

indicators: 

- Average daily water consumption in m
3
/day; 

- Average daily water consumption in m
3
/inhabitant/day; 

- Average time of water supply in hours/day.  

Based on these analytical indicators, the average values of the PUs are the following: 

- Average daily water consumption of 14,523 m
3
/day in 2012 and 14,817 m

3
/day in 2013; 

- Average daily water consumption of 0.2m
3
/inhabitant/day; 

- Average time of water supply of 23.7, or 23.8 hours/day. 

 

Table 30: Average daily per capita consumption of water and water consumption  
No. Municipality Average daily 

water 

consumption 

in m3/day 

(2012) 

Average 

daily water 

consumption 

in m3/day 

(2013) 

Average daily 

water 

consumption in 

m3/inhabitant/day 

(2012) 

Average daily 

water 

consumption in 

m3/inhabitant/day 

(2013) 

Average time 

of water 

supply in 

hours/day 

(2012) 

Average time 

of water 

supply in 

hours/day 

(2013) 

1 Sveti Nikole 1,741 1,718 0.127 0.125 24 24 

2 Pehchevo 1,655 1,655 0.3 0.3 24 24 

3 Demir Kapija 886 830 0.195 0.183 24 24 

4 Berovo 3,068 2,859 0.23 0.21 24 24 

5 Tetovo 26,120 27,600   20 21 

6 Kochani 12,189 12,113 0.32 0.318 24 24 

7 Gazi Baba 0 21,059 0.27 0.29 24 24 

8 Skopje 71,550 67,840 0.135 0.128 24 24 

9 Mavrovi Anovi 0 0 0 0 24 24 

10 Krushevo 2,671 2,712 0.3 0.3 24 24 

11 Bitola Water 
Supply 

18,365 17,541 0.184 0.175 24 24 

12 Gevgelija 6,987 7,061 0.35 0.35 24 24 

 Average per 

capita 

1,452.3 14,817.1 0.2 0.2 23.7 23.8 

Source: Results obtained from the survey 

 

Table 31: Water consumption by types of consumers 

Users Structure (%) 

1. Households (as a percentage of the total 

consumers) 
73% 

2. Commercial/Industrial consumers (as a 

percentage of the total consumers) 
19% 

3. Consumption of institutions and others 

(as a percentage of the total consumers) 
7% 
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4. Bulk water supply (as a percentage of the 

total consumers) 
1% 

Source: Results obtained from the survey 

 

Biggest water consumers are the households which account for the largest percentage of 

the total number of customers of the PUs. They are respectively followed by the commercial 

users, the institutions and other users. 

 

4.14 Water Loss (non-revenue water) 
 

Public utilities whose activities include water supply, often suffer water loss. Water loss 

may be a result of different reasons, and it is mainly due to broken pipes, blocked pipelines, 

leaks, and often illegal use of water. PUs are not able to properly monitor the loss of water from 

the system if they do not have proper meters installed.  Below is a diagram which shows the 

structure of PUs which manage water loss, that is to say, PUs which measure the water loss and 

carry out measures for its prevention.   

The analysis shows that as many as 63% of the surveyed PUs do not have a meter 

installed at the outlets of the primary pipelines; therefore, no precise measurement can be made 

of the difference between the amount of received water and the amount of water released into the 

secondary network. Thus, water loss cannot be estimated precisely.   

From the results shown in the survey, it can be concluded that larger amount of the water 

lost by the PUs is lost in the secondary network. The difference between the water supplied and 

the water sold (expressed as percentages of net water supplied) by the PUs is 50% on average, 

whilst the amount of water loss per km
3
 of network is estimated to be 10m

3
. The table below 

shows the two most frequent defects in the supply system causing water loss to the PUs.   

 

Table 33: Defects in the pipeline system (Number of broken and blocked pipes – on average 

at annual level) 

 Defect/km/annually 

Number of pipe bursts per km per year
 73 

Number of blocked pipes per km per year 15 
 Source: Results obtained from the survey 

 

According to the results obtained, more of the defects in the water supply network are due 

to pipe bursts, rather than blocked pipes. The ratio between the defects is 1:5, that is to say, for 

every 5 defects caused by a pipe burst, there is one defect caused by a blocked pipe. Detailed 

overview of the defects in the water supply and sewerage networks is given in Annex: Table 16: 

Defects in the water supply and sewerage network (annually). 

Apart from the defects that cause water loss, the PUs use a certain amount of their water 

for watering the urban green space. To be more precise, for an average 1.7 km
3
 long hydrant 

network for irrigation of urban green space, the PUs use an average of 7,258m
3
 of irrigation 

water per year.     

4.15 Solid Waste Collection and Disposal – Available Capacities  
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For undisrupted and quality delivery of this type of service, the PUs should own proper 

equipment. The first part of the analysis of this particular type of utility service relates to the 

condition and number of assets owned by the PUs for the purpose of delivering this type of 

service.   

 

Table 34: Number and type of specialised utility vehicles for the collection and transport of 

municipal waste from containers with a capacity of 120 litres and 1.1 m
3
  

 

Type of utility vehicle 
Average 

number 
Average age 

With an upgrade capacity of 18 – 24m
3
 3 16 years 

With an upgrade capacity of 8 – 16m
3
 5 15 years 

With an upgrade capacity of up to 5m
3
 4 12 years 

Tractors 2 19 years 
 Source: Results obtained from the survey 

 

 

Table 35: Number and type of specialised utility vehicles for municipal waste collection 

from containers with a capacity of 5m
3
 litres and 7 m

3
  

Type of utility vehicle 
Average 

number 
Average age 

Skip loader over 7 tonnes 3 19 years 

Skip loader up to 7 tonnes 2 22 years 

Combined vehicle 3 14 years 
 Source: Results obtained from the survey 

 

Table 36: Number and type of transfer stations   

Type of utility vehicle 
Average 

number 
Average age 

Up to 42 m
3
 4 15 years 

Hauling stations  3 40 years 

Dumper truck 3 18 years 
 Source: Results obtained from the survey 

 

 

 

Table 37: Number and type of tankers for manual and mechanical washing    

 

Type of utility vehicle 
Average 

number 
Average age 

Over 7m
3
 1 28 years 

Below 7 m
3
 2 23 years 

 Source: Results obtained from the survey 

 

Table 38: Number and type of specialised utility vehicles for sweeping public traffic areas 

owned by the PUs  
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Type of utility vehicle 
Average 

number 
Average age 

Up to 2m
3
 1 11 years 

Over 2m
3
 1 19 years 

Mechanical street sweepers 9 10 years 
 Source: Results obtained from the survey 

 

The data obtained from the survey regarding the equipment of the PUs show that the 

average age of the equipment is 19 years. The oldest piece of the equipment owned by the PUs 

are the hauling stations with an average age of 40 years. Unlike the hauling stations, the 

mechanical street sweepers have an average age of 10 years. The most numerous piece of 

equipment used for the provision of utility services owned by the PUs are the specialised utility 

vehicles for municipal waste collection with a capacity of 8 – 16m
3
. On the other hand, the least 

numerous piece of equipment are the tankers for manual and mechanical washing with a capacity 

of up to 7m
3
. 

Apart from the basic utility vehicles, the PUs also possess specialised utility vehicles for 

disposal of municipal waste.  

 

Table 39: Number and type of specialised utility vehicles for municipal waste disposal  

Type of waste disposal vehicle Average number of vehicles 

Loader of up to 1m
3
 4 

Loader above 1m
3
 3 

Other loader 2 

Excavator – loader  9 

Compactor 0 

Road roller 2 

Bulldozer 7 
Source: Results obtained from the survey 

With the existing equipment presented in the previous tables
10

, the PUs collect waste 3.5 

times a week on average. The amount of collected waste increased from 221m
3
 a day to 223m

3
 a 

day. The average size of the landfills used by the PUs is 108,407m
2
 and they have a capacity of 

782,142m
3
. As many as 82% of the surveyed PUs do not make selection of the waste and refuse 

they collect. 

The analysis of the survey shows that the amount of collected municipal waste has 

increased from 221 to 223 m
3
 a day, and the average times of collection per week is 3.5. 

 

Table 40: Amount of collected waste (m
3
/day and t/day) and collection times 

Number Municipality Amount of 

collected 

waste (t/day) 

2012 

Amount of 

collected waste 

(t/day) 2013 

Amount of 

collected 

waste 

(m
3
/day) 2012 

Amount of 

collected 

waste 

(m
3
/day) 2013 

Times of 

collection per 

week 

1 Sveti Nikole 16.64 15.75 63.28 59.87 2 

2 Pehchevo 7 9 26.6 30.4 2 

3 Demir Kapija 3.3 3.3 12.54 12.54  

4 Berovo 16.5 18 62.7 68.4 1 

5 Tetovo 87.5 96.2 332.5 365.56  

                                                 
10

 Табела 39-43 
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6 Mavrovi Anovi 6 7 22.8 26.6  

7 Krushevo 5 5.2 19 19.76 3 

8 Skopje Municipal 

Hygiene Company 

353 365 1,341.4 1,387 7 

9 Gevgelija 30 35 114 133 6 

 Average values 58.33 61.61 221.65 233.68 3.50 

Source: Results obtained from the survey 

4.16 Cemeteries Maintenance and Funeral Services  
 

Cemeteries maintenance and funeral services fall within the scope of activities entrusted to the 

PUs. According to the survey that was conducted and the data obtained regarding the funeral 

services, the PUs have the following types of cemeteries: city’s cemeteries, Christian cemeteries, 

single, double and triple tombs. 

The average number of burial plots is 4,700 and they cover an average area of 45,443 m
2
. The 

majority of the PUs, that is, 67% of them do not have a chapel.  

4.17 Public Markets  

The maintenance and running of the public markets falls within the competence of the PUs 

which operate: covered and uncovered markets and shop premises.  

Table 41: Types of public markets  

Market type Average in m
2 

Uncovered market 4,078 

Covered market 835 

Shop premises 102 

Total 5,016 
Source: Results obtained from the survey 

 

Table 42: Average size of the space used for public markets and rental price 

 

 
Average number of 

stalls/shops 

Average rental price per 

stall/shop per m
2 

Stalls 103 803 MKD 

Shops 9.5 1,047 MKD 
Source: Results obtained from the survey 

 

At an average area of 5,016m
2
 is intended for public markets, an average of 103m

2
 is space 

is intended for stalls and 9.5m
2
 is space intended for shops. From the overall area intended for 

public markets owned by the PUs, the uncovered green markets account for 81%, the shops 

account for 2% and the covered public markets account for the remaining 17% of the area.  

Almost two thirds of the PUs covered by the survey have not implemented the HACCP system. 

5. PUs Needs Assessment 
 

The needs of the PUs have been identified on the basis of the analysis that has been 

carried out and through direct in-depth interviews regarding the situation of their assets, 

investments and financial standing.  



41 

 

The situation established has identified the following: need for investment in capital 

assets, employee training (staff and management), institutional reforms for establishment of PPP 

in order to bridge the financial and organisational gaps and improve service delivery to the 

customers.  

Reforms in public utilities are focused on: transposition of the EU legislation and 

fulfilment of EU standards in the sectors of water supply, sewerage and solid waste management 

in line with the aspirations for Macedonia for EU accession; improvement of the financial 

situation and financial transparency and accountability, balanced market orientation and quality 

service provision and delivery to the customers.   

In this regard, the following issues have been identified which directly affect their needs: 

- improving efficiency and quality of service delivery; 

- increasing transparency, accountability and quick reaction to the needs of the users; and 

- ensuring a sustainable and transparent system of financing which implies raising public 

awareness for the payment of utility bills and strengthening the managerial capacities 

of the PUs.  

The analysis shows that one of the basic needs of the PUs is related to the permanent lack 

of sufficient financial resources necessary for the required quality standard of services delivered 

to the end-users. This situation is also reflected in the financial statements of the PUs. They have 

a deficit of assets for current maintenance and investment and show losses. As a result of such a 

financial situation, the PUs experience problems with the worn out water supply, sewerage and 

storm water drainage network, and generate huge losses, especially in the water supply systems. 

The shortage of financial assets is usually a result of:  

-failure to update the prices of utility services (in some cases, for more than 10 years), so 

that very often the rate cannot recover the operating costs, which is within the direct competence 

of the MCs;  

-water loss in the worn out secondary networks, which the PUs obtain from the regional 

water supply systems or from other sources, thus, the large discrepancies between the water 

produced (procured) and the water supplied; and 

-low bill collection rate which is due to the fall in the living standard of the population, the 

old habits of non-payment for use of drinking, technical or irrigation water. 

The following is necessary in order to overcome this situation: 

- provision of financial resources for renewal of the worn out networks and construction of 

drinking water treatment systems by obtaining funds in the traditional way - by borrowing - for 

which it is necessary that the MCs grant their consent, or by finding alternative funding methods 

for the necessary investments through the available legal forms, such as leasing, PPP, 

concessions, as well as revision of the prices of the utility services. 

- use of the provided financial capital resources for improvement of the basic assets – new 

systems, equipment and other material resources and replacement of the old and worn out 

equipment. 

-improvement of the managerial capacities in the PUs by organising trainings for the top, 

middle and lower management and for the operating service employees; 

-raising awareness of the local population about the importance of paying utility bills for 

the services delivered.   

6. Benchmarking Analysis Results 
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The general conclusions that could be drawn are based on the analysis of PUs internal 

capacities as well as on the analysis of the external (controlling) environment.    

Main internal shortcomings are the following: lack of quality management, insufficient 

investment in equipment, insufficient employee knowledge and skills, reduced liquidity, 

overemployment and unfavourable debt/capital ratio.  

The external factors which have a negative impact on the situation of the public utilities 

are related to regulatory gaps and institutional weakness of the regulatory bodies, the insufficient 

capacity of local administration and municipal councils, the need for cost recovery charges 

which will provide for sustainability of all categories of services, and also lack of capacities for 

finding and applying alternative methods of funding for promotion of the quality and quantity of 

utility services by means of various types of concessions and PPPs.  

In general, the rates of many utility services remained low and unchanged for a long 

period of time (and this is particularly true for the water supply services); however, this situation 

is gradually corrected and it is improving. In recent years efforts were made and mechanisms 

were established for improvement of the bill collection rate, and the public utilities improve their 

management by adopting development strategies with priorities for investing in the infrastructure 

and utility equipment in order to improve the quality of services.  

Benchmarking was carried out with the key indicators identified which are considered as 

key factors for development of the PUs. The comparison has been made against identical 

indicators and norms which reflect the good business practices of delivering public utility 

services according to the IBNET methodology; however, the benchmarking analysis can be an 

indicator for comparison through which the most successful PUs in the Republic of Macedonia 

could be singled out. 

 

1. The number of employees per 1,000 inhabitants and the number of employees per 

1,000 connections are very important for efficiency and effectiveness assessment. The 

benchmarks can be useful in the sense that they can help us get some impression of the number 

of employees, as well as make an assessment of the level of overemployment, correspondingly. 

The benchmarking process can help identify the main issues in the work of the public utility, 

including the competitiveness of the number of employees and the labour productivity. The 

benchmarks related to the workforce are also used as a tool for monitoring and improvement of 

the effectiveness and competitiveness.  

Important indicator for assessment of the demand for employees is the number of 

employees per 1,000 connections and the number of employees per 1,000 inhabitants. Many 

utility companies in the region of SEE have higher number of employees per 1,000 connections 

compared to the developed countries (between 4 and 7). For example, in Albania there are 13 

employees per 1,000 connections, in Montenegro there are 8 to 12 and in Bosnia and 

Herzegovina there are 10 employees per 1,000 connections. However, it should be noted that 

apart from internal workforce’s efficiency, there are also other factors which have impact on the 

value of this indicator, like for example, the qualifications of the staff. Furthermore, when 

assessing the relative efficiency of public utilities, it is necessary to take into consideration the 

extent to which the activities are outsourced. One utility company can have a low value of this 

indicator because its internal work is efficient, or because many of its activities have been 

outsourced, or because of both.  Respectively, a water supply company which does not outsource 

any of its activities can give the impression of low efficiency, although it might not be the case in 

reality.   



43 

 

 

Benchmark: Number of employees per 1,000 inhabitants 

Benchmark: Number of employees per 1,000 water supply connections 

 

Indicative benchmark rate: 0.4 employees per 1,000 inhabitants 

Indicative benchmark rate: 4 – 7 employees per 1,000 water supply connections 

 

 

The results from the survey have shown that, in the case of the Republic of Macedonia, these 

indicative benchmarks have the value of 4.2 employees per 1,000 inhabitants (Annex: Tables: 2, 

2-a, 2-b and 2-c) or 16.76 employees per 1,000 water supply connections (Annex: Tables: 3, 3-a, 

3-b and 3-c). 

- In large municipalities (over 50,000 inhabitants) the number of employees per 1,000 

inhabitants is 2.76 and the number of employees per 1,000 water supply connections 

amounts to 16.39. 

- In medium-sized municipalities (between 10,000 and 50,000 inhabitants) the number of 

employees per 1,000 inhabitants is 4.44 and the number of employees per 1,000 water 

supply connections is 21.37. 

- In small municipalities (below 10,000 inhabitants) the number of employees per 1,000 

inhabitants is 4.39 and the number of employees per 1,000 water supply connections 

amounts to 2.57. 

 

2. Water loss or non-revenue water is one of the benchmarks for which activities should be 

undertaken with the aim of reducing water loss and coming close to the recommended limit of 

20% and improving PUs’ efficiency and effectiveness. The most frequent method of reducing 

operating costs used by the PUs around the world is the reduction of water loss in the water 

supply network by repairing and rehabilitating sections of the network. This type of intervention 

will contribute towards quick increase in free cash flow, thus, improving the overall efficiency, 

effectiveness, cost-effectiveness and productivity of the PUs. This is because large amount of 

water (lost in the secondary water supply network) is not invoiced.  These problems are of 

technical nature and emerge as a result of the poor condition of the water supply network. In the 

Republic of Macedonia, it is estimated that 50% of the water delivered from the primary 

pipelines through the secondary pipelines to the end-users is lost. In comparison, more developed 

countries have less than 25% of non-revenue water and this is considered to be acceptable in 

general; however, the low threshold limit of what is deemed to be good practice is lower. 

 One of the biggest challenges faced by water supply utilities is how to tackle the issue of 

water loss in the system. Water loss is calculated as a difference between the water produced or 

introduced in the water supply system and the water invoiced. It emerges as a result of technical 

loss (defects) and commercial loss (theft and improper invoicing and bill collection).   

The high level of water loss of the PUs in the Republic of Macedonia indicates poor 

management with the system, involving inappropriate bill collection policy, outdated network, 

bad infrastructure and system maintenance. If the amount of non-revenue water is expressed in 

terms of money, we could get a sense of the amount of revenues lost and the size of the problem.  

 

Indicator (benchmark) for monitoring the situation in this regard is: 
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Non-revenue water as a difference between the water introduced in the system and the water 

sold (invoiced) in m
3
 at annual level 

 

Basic reasons for the establishment of the “non-revenue water” category (that is, water 

not invoiced) are the technical losses and the uninvoiced water consumption.   

Recommended benchmark: Non-revenue water- less than 20 m
3
/km/day or less than 20% of 

the water supplied into the system (due to system defects, technical losses) 

 

The amount of non-revenue water as a ratio between the water produced and the water 

sold in 2012 in the Republic of Macedonia is 59.92%.  

 

The analysis made for the period 2011 – 2013 shows that water loss in the supply systems 

of the PUs has an upward trend, starting from 44.40% in 2011, 58.70% in 2012 to 59.92% in 

2013. At annual level, the Republic of Macedonia suffers secondary network water loss in 

average of ca. 7.5 million m
3
 as a result of the outdated technology, the old and worn out 

pipelines and other hydrant equipment. 

 

Other benchmarks for comparative analysis of the capacities of the water supply system 

and the sewerage system are the following:  

 

Density of water supply connections per km
2
 

 

-The average density of water supply connections per km
2
 of 33 analysed PUs which provide 

water supply services in the Republic of Macedonia in 2013 was 185 connections per km
2
. 

Density of sewerage connections per km
2
 

 

-The average density of sewerage connections per km
2
 of 33 analysed PUs which provide 

sewerage services in the Republic of Macedonia in 2013 was 172 connections per km
2
.  

 

Average number of population per water supply connection 

 

The average number of population per water supply connection in the Republic of Macedonia 

in 2013 was 4 inhabitants per km
2
.  

 

Average number of population per sewerage connection 

 

The average number of population per sewerage connection in the Republic of Macedonia in 

2013 was 4 inhabitants per km
2
.  

 

3. The financial results, generated revenues, expenditures and price policy are one of the key 

areas of analysis. There are many explanations about the insufficient revenues of the PUs: 

Firstly, certain amount of the water consumed and of the waste water released is not 

measured, therefore, it is not invoiced.  

Secondly, water and waste water rates are low, that is to say, below any cost recovery 

level. 
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Thirdly, the public utilities face difficulties in the collection of bills. 

The prices of the utility services are set by the MCs and usually they do not recover the real 

costs. The existing prices do not provide sustainability of the services and they are more of a 

reflection of the political will of the MCs. 

The extent to which the price of water and waste water covers the operating costs differs 

from one municipality to another, which means there are differences in this regard between the 

public utilities themselves within the country. The table showing the rates for different utility 

services provided by the PUs presents a whole range of prices which in general are not high 

enough. Different prices also differ in terms of the level of cost recovery. The prices for the 

commercial or industrial consumers are usually higher than the prices for the households, even in 

cases when this difference is not justified by a difference in the costs for delivering the service to 

the commercial client compared to the households. The reasons for this situation are of political 

or social nature: policy makers prefer companies to pay higher rates because they consider them 

to be more capable of sustaining higher prices than the households.   

The average rates charged by the PUs in the Republic of Macedonia for the services they 

deliver are the following (Table 14 – Rates of utility services provided by the PUs in the 

Republic of Macedonia): 

- Water supplied to the households - 23.98 MKD/m
3
  

- Water supplied to legal persons - 89.60 MKD/m
3
  

- Sewerage service provided to households - 6.84 MKD/m
3
  

- Sewerage service provided to legal persons - 19.91 MKD/m
3
  

- Collection of municipal waste from households - 31.48 MKD/m
2
  

- Collection of municipal waste from legal persons - 14.46 MKD/m
2
  

- Waste water treatment - 28.89 MKD/m
3
  

- Use of cemetery infrastructure (monthly lump sum) - 723 MKD 

- (Monthly) rent for public market stalls - 650 

- (Monthly) rent for shop premises in public markets - 666 MKD/m
2
 

 

The prices of the utility services are a benchmark which should be continuously 

monitored and compared and it is recommended that they are used as indicators in future as well. 

 This pricing policy for the utility services entails two key negative aspects: firstly, low 

prices for the households do not stimulate water saving, which is a problem especially in a 

situation when the provision of drinking water is expensive and when the capacity of the water 

resources is limited; and secondly, high prices for the commercial sector decrease the 

competition of the local industry, especially of the industry which uses large quantities of potable 

water in its production process and this could lead to reduced production, lower tax revenues and 

increased unemployment among the local population. Large industrial consumers may search for 

alternative water sources by digging wells and treating the water for their own use, thus 

significantly reducing the revenues of the water supply company. 

 Cross-funding of water supply and wastewater collection is also a common practice.  

When a single water supply company delivers services to several settlements, for example a 

town and its surrounding villages (settlements), or sometimes to a whole region and the 

individual cost for delivering the services to them differs, they have adjusted price for the whole 

area which could be considered as cross-funding. This practice is sometimes maintained due to 

social reasons, and sometimes due to lack of data for the costs by location, on the basis of which 

individual prices could be set for the different locations which would reflect the costs.  
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The output which could be developed from this analysis is the ratio between charged and 

invoiced revenues (bill collection coefficient) and days of turnover of receivables.  

 

Benchmark: Bill collection coefficient (Charged delivery/ Invoiced delivery) * 100 (in 

MKD) 

Benchmark: Period of collection in days = (bill collection coefficient/ 365) 

 

The analysis of the ratio between the current due receivables and the current liabilities 

yields similar findings about the level of liquidity according to which the liquidity in the past two 

years of the analysed period 2012 – 2013 is significantly improved and on average ranges from 

3.57 in 2012 to 3.39 in 2013, which indicates a good liquidity ratio bearing in mind the fact that 

the financing rules require this coefficient not to be smaller than 1.5. (Table 19). The total 

receivables of the PUs in the analysed period on average amount to approximately 4 billion 

MKD, whilst the total liabilities amount to approximately 3.1 billion MKD, which demonstrates 

a satisfactory level of general liquidity.   

Liquidity ratio can be formulated as an output indicator (benchmark) that can be 

monitored as a significant indicator of the financial capacity of the PUs. 

 

Benchmark: Current receivables / current liabilities 1 or > than 1 

 

 The analysis of the PUs showed a relatively high cost-ineffectiveness which comes as a 

result of the high participation of salary costs in the total expenditures of the PUs which amount 

to 42 - 54% on average (with a growing tendency for 2013). Because of the outdated equipment 

(hydrant networks, utility vehicles and other utility equipment), the situation with the 

depreciation costs is a bit different. The percentage of the depreciation costs in the total 

expenditures is on average between 7.13% and 10.6% and shows a growing tendency, which 

indicates gradual replacement of the old and worn out equipment with a new one.   

 

Benchmark: Gross salary costs / total expenditures*100 

 

Benchmark: Depreciation costs / total expenditures*100 

 

The percentage of gross salary costs in the total expenditures is significantly high. During 

the whole period of analysis (2009 – 2013), the gross salary costs show a growing tendency and 

account for 50% of the total expenditures of the PUs, thus, confirming the indicator of 

overemployment in the PUs. According to the analysis that has been conducted, the gross 

salaries of the employees account for 55.06%, 53.86%, 50.02%, 46.91% and 78.66% of the 

expenditures, respectively for each year of the analysed period (Annex: Table 17). 

Unlike salary costs, depreciation costs have a very small participation in the total 

expenditures, which indicates old and worn out equipment, pipelines, hydrant and other 

equipment of the PUs. The analysis in the period 2009 – 2013 shows that depreciation costs 

account for 7.14%, 6.76%, 10.34%, 9.74% and 9.93% of the expenditures, respectively for each 

year in the given period (Table 18). 

The financial parameters for the small municipalities show the following (Table 20): 
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The bill collection rate is 96.89% and 103% for the years 2012 and 2013 respectively, 

which indicates the use of every available mechanism for bill collection and recovery of 

expired debts and extraordinary income generation from recovery of expired debts. 

 - The percentage of costs for employee salaries ranges between 39.61% in 2012 to 

36.13% in 2013. 

- Depreciation costs amount to 6.23% in 2012 and 6.34% in 2013. 

 

The financial parameters for the medium-sized municipalities show the following (Table 21): 

- The bill collection rate is 98.78% and 100.12% for the years 2012 and 2013 

respectively, which indicates the use of every available mechanism for bill collection and 

recovery of expired debts and extraordinary income generation from recovery of expired debts. 

- The percentage of costs for employee salaries ranges between 51.50% in 2012 to 

51.72% in 2013.  

- Depreciation costs amount to 7.87% in 2012 and 8.11% in 2013. 

 

The financial parameters for the large municipalities show the following (Table 22): 

- The bill collection rate is 57.99% and 50.84% for the years 2012 and 2013 respectively, 

which is a result of the large number of customers. 

- The percentage of costs for employee salaries ranges between 41.48% in 2012 to 

45.37% in 2013, which is due to their high expenditures.  

- Depreciation costs amount to 13.35% in 2012 and 13.47% in 2013 because due to their 

higher financial capacity, they have bigger investment potentials.   

Investment policy analysis shows a tendency for renewal and improvement of the 

equipment. The biggest investment is planned for reconstruction and construction of water 

supply lines and it amounts to 358,953,288 MKD (2013). Furthermore, MKD 225,497,292 

(2013) have been allocated for investment in sewerage systems, MKD 75,489,973 (2013) for 

procurement of utility vehicles, MKD 52,265,607 for current maintenance and other specialised 

vehicles, MKD 2,833,600 (2013) for wastewater treatment and MKD 1,409,105 (2013) for 

funeral equipment. (Table 15: Planned capital investments). 

 

Benchmark: Total capital investments in comparison with the total expenditures 

 

4. Service quality 

 

Water supply service quality can be monitored by establishing indicators which show the 

continuity and quality of services. 

The following benchmarking indicators have been recommended to the water supply companies: 

- Defects in the water supply network per year and/or as a % of the total number of 

connections 

- Defects in the sewerage network as number of annual complaints or as % of the total 

number of connections 

- Average daily per capita consumption of water (litres per capita per day)  

- Average daily consumption in m
3
/day and in m

3
/per capita/day 

- Average time of water supply in hours/day. 
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The analysis has shown that these indicators in the Republic of Macedonia have higher 

values in comparison to the values of the good water supply practices around the world (Table 

16): 

The annual number of defects in the water supply networks in the Republic of Macedonia 

was 904 in 2012 and 968 in 2013. 

The total number of defects as a percentage of the total number of water supply connections 

amounts to 18.43% in 2012 and 16.77% in 2013. 

 

The number of defects in the sewerage networks in terms of number of complaints at 

annual level in the Republic of Macedonia on average ranges between 581 in 2012 and 775 in 

2013. 

The number of defects in the sewerage networks as a percentage of the total number of 

connections on average ranges between 5.38% in 2012 and 7.61% in 2013. 

The average daily per capita consumption of water as a measure of water consumption 

(m
3
 per capita per day) amounts to 0.2m3 per day in 2012 and 2013 (Annex: Table 23) 

Average time of water supply was 23.7 hours/day in 2012 and 23.8 hours/day in 2013 

(Table 23).  

The following benchmarks are recommended for the PUs which provide municipal waste 

collection and disposal:   

 

Amount of collected waste (t/day) and/or frequency of the service (number of times of 

municipal waste collection and disposal per week). 

 

The analysis shows that this indicator for the Republic of Macedonia has an average 

value of 58.33 tonnes of collected and disposed municipal waste in 2012 and 61.61 tonnes in 

2013, that is to say, 221.65 m
3
/per day on average in 2012 and  233.68 m

3
/per day on 

average in 2013 (Annex: Table 24). 

The amount of collected waste (t/day) in the Republic of Macedonia in 2013 amounts 

to 61.61 tonnes of municipal waste per day on average 

The service is provided 3.5 times a week on average (number of times of municipal 

waste collection and disposal). 

Trainings to be organised in future should focus on developing employees’ capacities, 

filling in knowledge gaps and addressing weaknesses. Areas in urgent need of capacity-building 

activities and trainings are the following: business management, technical proficiency, raising 

customers’ awareness, strengthening needs assessment methods and processes for dialogue 

facilitation and cooperation between the PUs and the general public. The PUs in the Republic of 

Macedonia pay little attention to human resource capacities, therefore the ratio employee – 

training days per year is insignificant. Only few PUs organise trainings for their employees and 

the number of trainings is very small. 

 

7. Recommendations to Competent Institutions – PUs, Local 
Administration, Local Authorities and Competent Ministries 
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The analysis of the operation of public utilities in the Republic of Macedonia in the 

period 2011-2013 identified some issues which shall significantly influence the development of 

their activities in future. 

The services offered by the public utilities to households, the business sector and the 

community in general are one of the indicators for successful development of the public sector, 

they provide pre-conditions for the development of the private sector and indicate the quality of 

life of the citizens.  

The analysis has covered all aspects of operation of public utilities divided into several 

groups: technical, operational, financial, human resources, management strategies and regulation 

environment, that is, regulations which regulate the activities of public utilities in this segment. 

Therefore, most of the recommendations refer to the two basic levels: 

- the management of the public utilities;  

- the local authorities and local administration, having regard to the fact that the local 

administration is the founder of the public utilities and directly responsible for quality delivery of 

all utility services on its entire territory, thus providing better quality of life for its citizens and 

better business environment for the existing companies as well as for attracting new businesses 

on its territory; 

- the competent institutions of the Central Government, that is to say, the Ministry of 

Environment and Physical Planning, the Ministry of Finance, the Ministry of Local Self-

Government, the Ministry of Transport and Communication, the Ministry of Economy, the 

Employment Service Agency of the Republic of Macedonia, etc. 

 

Matrix of state of facts and recommendations to the management and competent 

institutions  

 
                                RECOMMENDATIONS  

State of facts PUs management Local Authorities and 

Administration 

Ministry of Environment 

and Physical Planning, 

Ministry of Finance, 

Ministry of Local Self-

Government 

Availability of all 

types of utility 

services 

 To insist on introducing all utility 

services or to enter into IMC 

agreements 

 

-Leading a continuous, proactive and 

consistent policy with the aim of 

providing programme preconditions 

and necessary financial resources, i.e. 

funds for investment, development  

and maintenance of individual utility 

branches, such as water supply, 

streets and roads, parks and green 

areas, car parks, gasification, 

markets, cemeteries and other types 

of utility activities. 

 

Setting (granting consent to) cost 

recovery prices for all types of utility 

services which would be acceptable 

and sufficient for the sustainability of 

Providing conditions for 

financial decentralisation 

of municipalities. 

It is the only and main 

pre-condition for bigger 

municipal budgets and a 

possibility for independent 

drafting of sustainable 

development strategies. In 

this way municipalities 

could invest in their 

growth and sustainability 

as a local self-government 

unit, and invest in the 

local PUs as a constituent 

part of this segment. 

 

By means of a law or 

a secondary legislation 

(Law on Utility Activities 
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the PUs   or some other act) to cover 

in an itemised manner all 

the utility services 

classified by type, sub-

type and provided with 

codes. This would better 

regulate this sector.  

Employment 

-Employees selection 

- Inappropriate and 

low educational 

background 

- Overemployment 

4 – 7 employees per 

1,000 water supply 

connections 

compared to 0.4 

employees per 1,000 

water supply 

connections 

recommended in the 

good business 

practices of IBNET. 

 

The director and of 

the entire 

management team 

should have 

complete freedom 

and responsibility in 

respect of the 

internal organisation 

of the work of the 

PUs (free of 

influence and 

pressure from the 

local “authorities”)  

 

-In the recruitment 

of employees, they 

should make fair 

selection of the 

candidates who have 

the most suitable 

qualifications and 

knowledge. 

- Continuous 

trainings for 

improvement of 

generic and specific 

knowledge of the 

employees from all 

organisational tiers, 

i.e. from top 

management to the 

lowest subordinated 

tiers of the 

organisation.  

-Gradually reducing 

the number of 

employees to the 

recommended limits 

in order to address 

weaknesses caused 

by overemployment. 

Reduce the pressure for employment 

of candidates who are not necessary 

and who do not hold the suitable 

qualifications having regard to the 

high cost-ineffectiveness generated 

by the salary costs in the total 

expenditures which undermines the 

long-term financial stability of the 

PUs, thus endangering the quality and 

extent of the delivered utility 

services. 

The Employment Service 

Agency through its 

regional centres can offer 

programmes for free 

training and retraining of 

personnel in accordance 

with the identified needs 

of the PUs. 

 

To create LEGAL 

conditions for the PUs to 

carry out only the 

activities for which they 

have been set up in 

accordance with the law. 

There should be a 

possibility given for non-

key activities, such as 

guard duty or collection of 

payments for the services 

to be outsourced to private 

operators, agencies, etc. 

 

Technically outdated 

equipment 

-Replacement of the 

old and worn out 

equipment with a 

new one which is 

more economic and 

more suitable in 

terms of 

environmental 

-Provision of additional funds from 

the municipal budgets for investing in 

the old and outdated water supply and 

sewerage network, utility vehicles, 

construction of new modern public 

markets, car parks and other utility 

infrastructure facilities. 

-Granting consent for the PU’s 

-Granting consent by the 

Ministry of Finance for 

the borrowings of the 

municipalities, or PUs, 

which have a stable and 

solid creditworthiness.  

-Incorporation of 

municipal projects for 
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impact. 

-Seeking alternative 

ways to procure new 

utility equipment by 

borrowing or PPP.  

borrowings or consent from the 

municipality for the establishment of 

a PPP (contractual or institutional) 

between PUs and private operators in 

order to overcome the financial gap 

caused by the lack of own funds for 

investment in this field. 

-Support, development and 

implementation of projects for 

improvement of the utility 

infrastructure, procurement of utility 

vehicles, etc. By applying to the EU 

funds and other donors. 

 

replacement of old and 

worn out equipment and 

procurement of new 

equipment for carrying out 

the utility activities by 

providing financial 

contribution from the 

budgets of the ministries 

which implement 

programmes for 

development of water 

supply and sewerage 

infrastructure and 

environment protection 

programmes which cover 

collection and disposal of 

waste, wastewater 

treatment, etc. 

 

-Provision of additional 

funds in rural 

municipalities for 

development and 

improvement of utility 

services through 

favourable credit terms for 

this purpose. 

Water loss 

- The amount of non-

revenue water as a 

ratio between the 

water produced and 

the water sold in the 

2013 in the Republic 

of Macedonia was 

59.92%. 

Introduction of 

technical expertise 

and investments in 

secondary water 

supply networks, 

that is, replacement 

of the old and 

outdated equipment 

with new one. 

 

Annual programme 

forecasts and 

realisation thereof: 

reconstruction of the 

old and worn out 

water supply 

network, investment 

in equipment and 

devices for quick 

detection of defects 

in the water supply 

network. 

 

Continuous 

activities and 

stringent sanctions 

for entities who have 

illegal connections. 

Development of projects for solving 

urgent issues related to water loss and 

provision of financial resources for 

replacement of old pipelines and old 

hydrant equipment, mainly by 

applying for IPA funds or other 

creditors.  

 

Permanent investments in renewal 

and reconstruction of the old and 

worn out water supply and sewerage 

network as a significant precondition 

for reducing water loss. 

 

Judicial system efficiency 

should be improved by 

applying instruments for 

timely bill collection and 

involvement of the 

notaries and enforcement 

agents in collection of 

payment from persons 

who have illegal 

connections and use water 

from PUs’ systems. 

Bill collection Improving   
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management 

systems, especially 

in terms of financial 

management and 

establishing systems 

and procedures for 

bill collection 

monitoring and 

imposing sanctions 

on entities who have 

failed to pay by 

applying available 

legal instruments for 

collection.  

Management 

strategies 

Development of 

management 

strategy oriented 

towards 

modernisation of the 

services quality and 

availability. 

-Establishment of a 

modern employee-

oriented 

organisational 

culture and 

development of 

communication 

strategies oriented 

towards the external 

environment – the 

users of the services 

and environment 

protection.  

  

PPP Development of 

initiatives for 

establishment of 

PPP with private 

operators with the 

purpose of 

modernising 

management styles, 

introduction of new 

and reliable 

communication and 

customer 

management 

practices, use of 

additional financial 

resources from 

private operators 

with the aim of 

modernising the 

utility services,   

transfer of know-

how and modern 

Support for PPP initiatives by 

Municipal Councils in order to 

improve quality and availability of 

some utility services and overcoming 

financial problems, that is, making 

use of PPP as an alternative method 

of funding the investments in utility 

infrastructure and utility services. 

 

Support and consent of the 

municipalities for the 

establishment of PPP and 

granting concession 

contracts for certain utility 

services according to the 

competences of the 

ministries – the Ministry 

of Economy which gives 

opinion and 

recommendation regarding 

the initiatives and the 

Ministry of Finance 

regarding the financial 

impacts on the public debt 

(the state acts in the 

capacity as a guarantor of 

the creditworthiness of the 

municipalities), and 

indirectly of the PUs set 

up by them. 
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technologies. 

Prices and 

investments 

-Developing a 

pricing policy which 

shall provide 

sustainability of the 

system of provision 

of utility services. 

-Establishing the 

prices by observing 

the principle of full 

cost-recovery.  

-Development of an 

investment strategy 

and policies of 

continuous 

investment in know-

how, new 

technologies and 

knowledge that will 

modernise the 

quality and manner 

of service delivery.  

- Giving consent to the prices 

proposed by PUs, provided they are 

based on substantial argumentation.  

-Developing methodologies for 

setting the prices of individual utility 

services. 

 

- Allocation of funds for investments 

in utility infrastructure and utility 

equipment. 

-Considering the 

possibility for setting up a 

“Regulatory Authority” 

for regulating the prices of 

individual utility services. 

-When developing pricing 

methodologies, all 

categories of costs should 

be considered, the 

investment costs and 

current maintenance costs, 

as well as the population 

and the social structure of 

the population.   
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8. Annexes: 

ANNEXES: TABLES PRESENTING THE RESULTS FROM THE SURVEY 

 


