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As Editor-in-Chief of Journal of European and Balkan Perspectives I am delighted to 

announce the issuing of the second number of our scientific journal. The focus of this number is the 

Balkan region in the contemporary world. Namely, the scientific fields in this number as such are part 

not only from the international relations, but also are factor in every state’s domestic policies. Besides 

the Balkans the topics of the articles in this issue are related to the economics, development and 

environmental policies in the Balkan states. I honestly hope that this number of the Journal will 

become a new perspective for the young generation of researchers and academia members. 

 

 

Prof. Mitko Kotovchevski PhD,  

Editor-in-chief of the  

Journal of European & Balkan Perspectives 
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Contemporary Balkan Issues, 

Politics and Security 

 
- Socio-political and security perspective analysis of the key recommendations of the 

Government of the Republic of Macedonia for handling the crisis in 2001 

 

- The impact of the modern Turkish politics in rebuilding the traditional Ottoman-Islamic 

identity of Muslim communities in the Balkans 
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SOCIO-POLITICAL AND SECURITY PERSPECTIVE ANALYSIS OF THE 

KEY RECOMMENDATIONS OF THE GOVERNMENT OF THE REPUBLIC 

OF MACEDONIA FOR HANDLING THE CRISIS IN 2001 

 

Blagica M. Kotovchevska PhD, Assistant Professor 

MIT University Skopje 

 

This research paper will try to explore the content of the plans on the resolution of the conflict 

of 2001 in the Republic of Macedonia, in light of the latest theoretical information on insurgency and 

counter insurgency, with a special focus on the strategic determinations on counter insurgency as 

determined by the Strategy on Counter insurgency of the United States and NATO’s Strategy on 

Counter Insurgency. 

In that context we will present the Government’s plan and program for overcoming the crisis in 

the Republic of Macedonia which helped us define the stages of conflict resolution in future 

researches. 

Following the implementation of the document “Plan and program for overcoming the crisis in 

the Republic of Macedonia”, put forward by the President of the country, as well as the 

implementation of the operative plans that were developed after the Plan has been approved, the 

Government of the Republic of Macedonia prepared a document containing key recommendations for 

overcoming the crisis. 

The basic premise of this document - the first key recommendation, was the government’s 

insistence to support “the political process and development of the trust-building measures within their 

efforts to handle the crisis in a peaceful manner”. As it was underlined in the President’s document (the 

Plan), the Government’s document also strives to deal with the crisis in a peaceful manner. In this 

context, it is essential to emphasize that both documents, in terms of the activities for handling the 

crisis, rely on “the complete support of the international community” (the President’s plan) and/or “this 

Plan is fully supported by NATO and the International community” (the third key recommendation in 

the Plan of the Government of the Republic of Macedonia). The determination to resolve the crisis 

“peacefully” speaks of the foregoing attitude which was continuously suggested by the International 

Community, consisting in that there is no military solution to the crisis, that is, the crisis cannot be 

resolved strictly by use of military and police resources. The peaceful resolution of the crisis 

encompasses the implementation of political and diplomatic solutions and interethnic dialogue with the 

purpose of reaching acceptable solutions based on the established international standards, continuing 

the dialogue through the institutions of the system, integrating the members of the Albanian ethnic 

community in the society, as well as strengthening the civil society in which all the human and civil 

rights will be recognized and respected, in line with the international standards. 

The political determination to peacefully resolve the crisis in the country does not exclude the 

measures to inhibit the Albanian terrorism and prevent its spreading, to neutralize and isolate the 

terrorists in order to remove all threats against the territorial integrity and sovereignty of the country, 

threats to the lives and security of the citizens and their rights, as well as to the peace and security in 
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the region. The final, and at the same time crucial objective in inhibiting the Albanian terrorism, was to 

establish peace, security and rule of law on the entire territory of the country, as well as to protect all 

national and state interests of vital importance. In case the efforts to peacefully resolve the crisis do not 

produce the desired effect, Republic of Macedonia will be forced to protect its constitutional system by 

taking appropriate actions, all the while providing maximum care for its citizens”. 

The Government of the Republic of Macedonia brings the four basic topics - determinations 

into the focus of the implementation of the first key recommendation: 

 

First topic - Strengthening the civil society in which all the human and civil rights will be 

recognized and respected. 

In order to fully implement this determination (political and peace determination), the 

Government promotes the following recommendations: 

- Promotion of civil society; 

- In this society, the basic human rights and freedoms are protected and guaranteed; 

- When faced with threats against the Republic of Macedonia, all citizens are equal, 

irrespective of their origin, race and religion; 

- The government in the Republic of Macedonia has its origins in the citizenship, it belongs 

to the citizen and with the citizen; 

- The rights of the citizens go hand in hand with their duties towards the country; 

The promotion of civil society is an indispensable process which is continuous and infinite; it 

has not ended even in societies which have the richest and longest democratic tradition. As to the 

Republic of Macedonia, this process was in constant state of development; it was neither blocked nor 

stopped, but it had to be stressed and questioned once again (along with the promotion of basic civil 

and human rights and their equality), along with all other determinations stipulated with the new 

Constitution of the Republic of Macedonia. The purpose of all this was to start writing a new scenario 

for the Republic of Macedonia which will form a constituent part of the comprehensive scenario of the 

Balkan countries in the period following the break-up of Communism. 

 

Second topic: Preserving the Macedonian territorial integrity and the international legal 

subjectivity 

With the purpose of fully elaborating this highly significant determination, the Government of 

the Republic of Macedonia set clear “red lines” and sent a clear recommendation to all actors (direct or 

indirect) which were involved in the conflict that: 

- The borders of the Republic of Macedonia are unchangeable and internationally 

acknowledged; 

- No division of the country shall be allowed; 

- No other forms, such as autonomy, special status or any other forms which might disrupt 

the unitary character, shall be adopted; 

By expressing their clear determination, the Government and the President of the Republic of 

Macedonia reinforced the important recommendation that they are prepared to fully implement the 

Articles of the Constitution that refer to the protection and non-violation of our borders, the territorial 

integrity, and unitary character of the country. By clearly expressing all of the above mentioned 

attitudes, all grim scenarios relating to the division of the country, i.e. the new “territorial 

demarcations” and new territorial divisions based on ethnic background were taken into consideration. 

In line with this goal was the one to secure a fully functioning legal order and state institutions 
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throughout the country, to normalize the working of the government organs and the organs of the local 

self-government, as well as of all legal organs and organizations in the crisis-stricken area. The final 

goal of these measures was to establish a continuity of government operations and to prevent the 

establishment of parallel institutions – diarchy. Otherwise, the terrorists will assume a position of 

power in the “liberated” crisis areas. The presence and functioning of central power in the crisis-

stricken areas denoted complete control over the territory. 

 

Third topic: Creating conditions to resolve the crisis 

In order to achieve this goal, the Government has developed the following strategies, i.e. the 

essential measures for creating a favorable atmosphere as a pre-condition for resolving the crisis. 

- To cease the violence for it is against the interests of all citizens; 

- To start the intelligence process of terrorists; 

- To revitalize the crisis-stricken regions; 

- The international support had already been established. 

These Government strategies as the essential conditions to resolve the crisis “peacefully” 

correspond with the key formulations and stages of the operations defined in the “Plan and program for 

resolving the crisis in the Republic of Macedonia”, developed by the President of the Republic of 

Macedonia. 

 

The international support was indicated as a guarantee for the achievement of these goals, 

which expressly speaks that they have reached a complete agreement in their prior negotiations with 

the Government. 

 

Fourth topic: The minority issues are solved within the institutions of the Republic of 

Macedonia. 

As the first topic, the fourth topic also elaborates the universal postulates regarding the 

democracy as continuous developmental process leading to the transformation of the Republic of 

Macedonia into a model country of civil society - a society in which the basic human rights and 

freedoms will be listed as universal values. However, it is of great importance to underline that the 

citizen’s rights are closely connected with the responsibilities towards the country in order to enable a 

complete and uninhibited functioning of the legal order and the government institutions. The use of 

weapon is an unacceptable method for the achievement of democratic rights and freedoms which 

means that only after the terrorists have given up their weapons will the process for their reintegration 

in society begin. It is inevitable to continue the dialogue through the institutions of the system and to 

continue the comprehensive process of integrating the Albanian population into Macedonian society. 

The terrorist and extremist groups will have to give up their terrorist and armed activities, as 

well as their intentions to pursue political goals by use of weapon. That’s the only condition to fulfill 

our mutual goal which is to integrate them in the society from that period onwards. 

Along with this activity will be the implementation of multiethnic dialogue with the purpose of 

enabling equal opportunities for progress of all minorities and offering them an opportunity to benefit 

entirely from the rights and advantages of civil society. The integration of all citizens in the 

Macedonian society will be set on the top of the list of priority goals as a process which took place 

without any inhibitions in the pre-conflict period. 
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The second basic premise – key recommendation in the Government’s Plan was stated as 

follows: To put an end to violence and terrorism. To re-establish the constitutional system and 

normal functioning of all government organs and institutions in the crisis-stricken areas. 

In order to define and clearly specify the second key recommendation of the Macedonian 

government, it defined four basic topics and in the process of their operationalization, several 

important and inevitable recommendations of political and defence content are pervasive. 

 

First topic: To clearly indicate that the Plan for disarmament (of the terrorists – author’s 

note) must be implemented in order to resolve the crisis. 

The main recommendations which stemmed from the operationalization of the first topic are as 

follows: 

- Weapon is not an instrument for problem-solving; 

- The terrorists must give up the weapons because otherwise, they will face the 

consequences. 

The process of disarmament of the terrorists (inevitable segment of thecrisis resolution process) 

will be implemented through establishing cease-fire, thus giving the terrorists the opportunity to give 

up their weapons and leave the country (this particularly refers to the terrorist groups from Kosovo – as 

is specified in the third key formulation in the President’s Plan), but this will also provide the chance to 

other individuals who will give up their weapons voluntarily to reintegrate in the society. When the 

disarmament and dissolution of the terrorists is concerned, we must be certain that the process is 

comprehensive, i.e. in line with the evaluation of their actual number in the country. The security 

forces of the Republic of Macedonia will have to remain competent to neutralize all sources of threats 

to the national security and to prevent further escalation of the crisis. In this context, it was planned 

that the security forces take direct actions to protect all citizens and to perform operations for fighting 

against terrorism, in case the political process fails. 

 

Second topic: To isolate those who wish to pursue the violence. 

In order to fully attain this goal, the following measures were proposed: 

- The Republic of Macedonia has the support of the international community and NATO in 

its fight against terrorism and violence in the crisis-stricken areas; 

- The terrorist activities are redundant in the battle to bring about any changes and will only 

jeopardize the interests of the Albanian ethnic minority. 

In their effort to neutralize the terrorist groups, the President and the Government of the 

Republic of Macedonia, i.e. the country itself anticipates the full support of the international 

community (here including the NATO forces) in the implementation of all activities stipulated with the 

analyzed plans and help in the process of their implementation. 

This determination of the international community most precisely and unequivocally was stated 

in the introductory part of the “Plan and Program for overcoming the crisis in the Republic of 

Macedonia”, put forward by the President of the Republic of Macedonia: “The repression of Albanian 

terrorism, the establishment of peace, security and rule of law on the entire territory is an issue of 

utmost interest not only to the Republic of Macedonia, but also to the neighbouring countries and 

the international community as a whole.” 

 

Third topic: The security forces have the duty to prevent acts of violence. 
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The duties and responsibilities of the security forces of the Republic of Macedonia are directed 

towards preserving the safety of its citizens by preventing them to get involved into acts of violence, as 

well as to preserve all social values of vital importance. 

The essence of the third topic was operationalized through the following recommendations: 

- The security forces protect citizens from acts of violence; 

- The security forces retain their right to self-defence in the process of performing their legal 

activities; 

- The security forces will act in accordance with the law and the code of conduct. 

In line with preserving the peace and stability in the Republic of Macedonia, the security forces 

should prevent the spreading of terrorism and all other acts of violence by taking the appropriate anti-

terrorism security measures and engaging in counter-terrorist operations. 

These concise recommendations proclaimed the clear determination of the highest government 

organs to implement their constitutional and legal duties aiming at ensuring the individual safety and 

safety of the property of all citizens and the uninhibited movement and exercising of other civil and 

human rights on the entire territory of the Republic of Macedonia. 

In order to successfully resolve the crisis, the country was focused towards the isolation of the 

terrorists who were operating in the northern and northwest regions of the country, to cut off their 

support, make their logistics, receivers and support from the local Albanian ethnic population 

impossible. 

In addition, the security forces intensified their activities by collaborating with the 

NATO/KFOR forces (each on their own side) with the purpose of continuously reinforcing the control 

on the borders of Republic of Macedonia with СРT, in the area closer to Kosovo, as well as on the 

border with the Republic of Albania and cutting off their supply lines. 

As stipulated with these plans, even in the period following the announcement of cease-fire, the 

security forces were obliged to remain qualified to neutralize any source of threats to our national 

safety. 

To summarize the discussion on the recommendations, we may once again stress the 

determination of the Republic of Macedonia to recruit all the security forces in order to protect the 

constitutional system and all other vital and national interests, in case their efforts to peacefully resolve 

the crisis prove to be ineffective. 

The main points from the functionaries in the country which follows: 

- The suppression of Albanian terrorism, the establishment of peace, safety and legal system 

on the territory as a matter of highest interest and priority to the country; 

- Engaging the security forces in direct actions in order to suppress and destroy the Albanian 

terrorists with a view to remove the threat which they impose to the territorial integrity and sovereignty 

of the Republic of Macedonia; 

- Preventing the spread of terrorism, protecting all citizens, especially in all the critical 

periods during the implementation of the Plan and program for overcoming the crisis in the Republic 

of Macedonia; 

- Complete and permanent disarmament of the Albanian terrorists and preventing further 

escalation of the crisis; 

- Training security forces which will be capable to successfully fight against terrorism, to 

defend themselves and act in accordance with the national and international legal norms. 
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Fourth topic: The Republic of Macedonia has the legitimate and inalienable right to 

protect the constitutional system and punish the offenders accordingly. 

Several important recommendations were asserted in the focus of this fourth topic as produced 

by the Macedonian government. These recommendations addressed to all individuals and groups 

which will attempt to use weapons (use force) in order to change its constitutional system: 

- All individuals who committed crimes will be brought to the ICTY; 

- If you decide to give up your weapons voluntarily, you will be reintegrated in the society; 

- Illegal activities disrupt the economic development of the society. 

Since the beginning of the conflict, the Government asserted their determinations clearly and 

unequivocally that they would not compromise with the forces who would try to change the 

constitutional system of the country in an illegal and illegitimate manner. In that context, their 

determination and assertiveness to bring all individuals who committed crimes to the ICTY was 

particularly emphasized. 

To all individuals willing to give up their weapons within the stipulated period (time period 

which will be precisely stipulated with a special plan and a special operation), will be given certain 

guarantees for their reintegration in social life. This determination (indispensable for the conflict 

resolution in this stage) will do grave injustice to all the serious citizens of the Albanian population 

living on the territory of the Republic of Macedonia who will be “punished and not included in these 

processes since they did not attempt to attack their own country and its constitutional system by use of 

weapons”. 

The system in the period to follow will categorically point out this injustice, i.e. the position in 

which members of terrorist organizations will assume important positions in the society in contrast 

with the loyal citizens who will be marginalized and not included at all in the new “social” processes. 

The implementation of the Plan for disarmament, which will be coordinated with the NATO forces and 

implemented along with the measures of KFOR in Kosovo, was stipulated to result in the Albanian 

terrorists giving up their weapons. In the President’s Plans, this process was stipulated to be 

implemented simultaneously with the process of implementing the trust-building measures (these will 

be discussed in more detail in the analysis of the separate Plan). 

The support by the International Community was supposed to continue in this aspect as well, 

i.e. in all the stages of conflict resolution until normal and peaceful conditions were reestablished. 

The assertion of the Government as presented in the recommendation that “illegal activities 

disrupt the economic development of the society” completed the recommendations as expressed in the 

introductory part of the President’s Plan. These assertions will prove to be correct and their 

consequences will be felt long after in the post-conflict period. The image created of our post-conflict 

society will long after divert the necessary foreign investments and will inhibit the economic growth of 

the Republic of Macedonia in the years following the conflict period. 

In the third and last key recommendation elaborated in the Government’s Plan, the 

determination of the International Community and NATO to actively engage in the conflict resolution 

and to offer their full support to the Republic of Macedonia and the Government’s Plan were 

particularly stressed. The formulation of the third basic premise of this Plan is as follows: “The 

Republic of Macedonia and this Plan are entirely supported by NATO and the International 

Community (but this comes at a certain price – author’s note). The price will be included in the content 

of the Ohrid Framework Agreement and the alteration of the Constitution in the following “post-

conflict period”. 
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The last key recommendation was operationalized through two topics of immense importance 

whose analysis will bring to light certain safety dilemmas of crucial importance: 

 

First topic: The support which all countries offer to the Republic of Macedonia is crucial 

to preventing all forms of support to those who offend the constitutional system of the Republic 

of Macedonia. 

Another key action was necessary for successful conflict resolution – to prevent all support to 

the terrorists and all perpetrators of activities whose aim is to destroy the constitutional system and all 

other social values of vital importance. The analysis of the content of the first topic reveals a hidden 

message which confirms that the terrorist groups receive support from certain local and international 

factors – this will be thoroughly confirmed by the events to follow. 

Even more precise operationalization of this assertion will follow in the next two basic 

premises: 

- Cutting off the supply of weapons and materials; 

- Cutting off any form of support for the terrorist groups. 

With these recommendations, the creators of this Plan indirectly confirm that the terrorists have 

continuously received support in the form of weapons and other materials from different sources 

(through illegal crossing) from the territory of Kosovo and the Republic of Macedonia, but they have 

had other supply lines as well. 

To that end, the second recommendation is very concise in its insistence that the Government 

inhibits any form of support to the terrorists (here comprising political, diplomatic and financial 

support, especially if it is received from any of the countries involved so far in the conflict –in the 

region and beyond). In the process of helping the terrorists were also involved certain countries which 

will directly or indirectly be part of the conflict resolution process – double standards and irresponsible 

attitude towards the duties which they assumed with a view to fully support the Government of the 

Republic of Macedonia to successfully handle the artificial crisis – conflict. 

The following topic will stress the determination regarding the achievement of these goals 

aimed at eliminating all forms of support to the terrorists. 

 

Second topic: Presence of independent international observers in the Republic of 

Macedonia 

Following the adoption of these Plans, a large number of international observers will arrive in 

the Republic of Macedonia, but only a small number among them will be independent and objective. 

The two basic recommendations in the second topic aimed at successful implementation of the 

international monitoring process were directed towards elaborating the achievement of the 

Government’s goals: 

- The presence of international observers confuted the support of the International 

Community to the Republic of Macedonia; 

- The building of trust and support from the international factors to the politics of the 

Republic of Macedonia. 

The sequence of events in the following period will reaffirm the justification of these 

conclusions in a long and painstaking process of their “reorientation” to a real support to our country, 

even if it is counter-productive. 

Revealing the truth about the conflict and “adjust the matters and affinities in favor of our 

country” was a long-lasting, uncertain and fairly dramatic process from the very beginning of the 
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conflict up to its very ending. Today, one decade after the conflict in the Republic of Macedonia, there 

is still no precise and complete answer as to whether the Republic of Macedonia received the fully 

proclaimed trust and support from the international factors, whether this support was hypocritical, 

selective and intertwined with double standards and a series of irresponsible and irrational actions. 
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Abstract 

 

Unlike the previous Turkish ruling elite, the AKP government has chosen a new way to operate 

in the region - emphasis on the common past and common culture of all peoples who were once part of 

the Ottoman Empire led to the expansion of the boundaries of religious, cultural and economic 

influence of Turkey in the future is likely to contribute to increase the political and religious influence. 

By increasing the new Turkish influence, or the spread of neo-Otomanism attempts for 

penetration of radical Islam in the Balkans that were extremely active in the nineties of the last century 

ended with no great success. This means that radical organizations (Muslim or otherwise) cannot 

function in the region of Southeast Europe, i.e. ways of mixing politics with religion can spend in the 

Balkans with the exception of some small villages and several mosques in the Sarajevo and Skopje. 

The main thesis of the research authors for this paper will be that: Return of Turkey in the 

geopolitics of the Balkans again actualizes historical traditions and Ottoman-Islamic culture of the 

region. Namely, in this paper, the authors will try to prove that Muslim communities in Southeast 

Europe, although varied, regionalized and fragmented along ethnic, linguistic or ideological grounds, 

however coincide with its Ottoman past. This identification of religious communities in the Balkans in 

the history of one of the most powerful countries in the region opens the door of the Turkish state to 

impose itself as the undisputed leader in the region and thus to promote a country with a wide range of 

influence in the culture of the peoples of the Balkans . 

 

Key words: Neo-Ottomanism, Turkey, identity. 
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The new neo-оttomanism 
Towards the end of the 20th century, the Turkish state gradually stepped up from its closed 

Kemalisam as a national ideology, and increasingly focused its interests on the region of the Eastern 

Mediterranean. Kemalism had a “civilizing mission” that was highly influenced by the French 

Revolution, especially the French anticlerical tradition of laïcité, a particularly active form of state-

enforced secularism.1 However, the Turkish national and foreign policy, is no longer founded on the 

six fundamental pillars of "Kemalism": republicanism, nationalism, populism, etatism and permanent 

revolution, but it starts moving towards a new direction of so called "Neo-Ottomanism." Over the past 

decade Prime Minister Rejep Tayyip Erdoğan’s government and his AKP (Justice and Development 

Party) have been successful in undermining Mustafa Kemal’s legacy and the character of the state 

founded upon that legacy.2 In fact, neo-Ottomanism wants the Kemalist republic to be at peace with its 

multicultural, Muslim, and imperial past.3 Neo-Ottomanism became more than an ideology; it is a 

philosophy of history, a civilization paradigm and a world view, attributive to a significant part of the 

modern Turkish nation, and most of all for the intellectual elite in the state. 

Neo-Ottomanism is a rethinking of the unreconciled imperialist nostalgia of a great historical 

nation, which is dissatisfied with its position and role in the international politics. Such nostalgic 

expressions on the Ottoman past are trying to recapture history through a favorably colored lens – the 

yearning for past glories, for example – the risk of forgetting “remains the disturbing threat that lurks 

in the background of the phenomenology of memory and the epistemology of history”.4 Thus, the Neo-

Ottomanism turns into a "constant" of the contemporary Turkish foreign policy despite all of its 

realistic and unrealistic ideological and political interruptions in its existence after the radical "secular" 

Ataturk revolution. Yet despite its prevalence, the concept of neo-Ottomanism has remained largely 

unspecified, and its analytical and explanatory value largely unquestioned.5 

 

What is „neo-Ottomanism“? 

The debate about neo-Ottomanism highlights the tensions associated with the entangled 

histories of empire and nation-state in Turkey.6 In the last few years, the Turkish political elites have 

declared more openly that Turkey should return to its imperialist policy as a foreign strategy, in which 

it is the so-called "Neo-Ottomanism" (Yeni Osmanlıcılık). Neo-Ottomanism was first articulated in the 

early 1990s by liberal, secular intellectuals in collaboration with Özal and in this early incarnation, 

neo-Ottomanism touted the multi-ethnic composition of Ottoman society and the relative tolerance of 

Ottoman Islam as sources of pluralism and openness for domestic social and political life.7 The 

                                                           
1 Taspinar, O. Turkey’s Middle East Policies:; Between Neo-Otomanism and Kemalism, Carnegi Middle East Centar, 2008, 

4, retrieved from: https://carnegieendowment.org/files/cmec10_taspinar_final.pdf  
2 Trifkovic, S. Turkey as a Regional Power: Neo-Ottomanism in Action, Politeia, Banja Luka, 2011, retrieved from: 

https://scindeks-clanci.ceon.rs/data/pdf/2232-9641/2011/2232-96411102083T.pdf  
3 Ibid, et. 1 
4 Ricoeur, P., Memory, History, Forgetting, Chicago: Chicago University Press, 2004, 412 
5 Czajka, A., Wastnidge, E., ‘The Centre of World Politics?’ Neo-Ottomanism in Turkish Foreign and 

Domestic Politics, retrieved from: 

http://web.isanet.org/Web/Conferences/GSCIS%20Singapore%202015/Archive/a1b05e35-80f6-40ae-9c56-

b5708c5c321e.pdf  
6 Onar, N. F., Echoes of a Universalism Lost: Rival Representations of the Ottomans in Today’s Turkey”, MES 45, no. 2, 

2009, 229–41. 
7 Onar, N. F., Neo Ottomanism, Historical Legacies and Turkish Foreign Policy, EDAM, 2009, retrieved from: 

www.gmfus.org/file/2143/download  
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mentioned ideology of the Neo-Osmanism is gradually turning into the "axis" of the Turkish internal 

and foreign policy. Namely, the Turkish state successfully creates propaganda, which aims to act in all 

layers of Turkish society, with the aim of bringing the Neo-Otomanism closer to the broad masses, and 

identifying the nation with the already forgotten Ottoman Empire. Neo-Ottomanism is about 

constructing a new ‘national’ (milli, not milliyetci) identity and translating it into foreign 

policy by using historical, cultural, and religious ties to former Ottoman territories.8 Neo-

Ottomanism is a new mindset that seeks to resituate Turkish nation-building in its Ottoman roots by 

recognising the Ottoman legacy and its communities as the constitutive elements of the nation that live 

on in the Republic of Turkey. 9 

It is apparent that this campaign for the promotion of the new national ideology finds its 

approval in the majority of Turkish society. There is a growing number of Turkish citizens who have 

recently personified themselves with their glorious Ottoman past and reminisce of the "golden age" of 

the Turkish state (Pax Ottomanica), when the Ottoman Empire controlled the whole Balkan Peninsula, 

Anatolia and the Caucasus, as well as the whole Middle East, and underlining that in that period there 

existed peace in the whole of that vast territory, economic prosperity and religious tolerance. Many 

researchers are concerned that the goal of Turkish policy is the restoration of Pax Otomanain the areas 

of the former Turkish empire.10  This goes in line with what Laure Marchand stated for the French 

newspaper "Figaro” and namely: "These new developments are the biggest reason why the European 

Union shows no inclination towards the Turkey's integration".11 However, it does not bother the Justice 

and Development Party - the AKP (which has been in power in Turkey in recent years) to bring close 

the Ottoman past to the modern Turkish people, and to use it for the purpose of creating a new 

Turkey's "big politics". Actually, AKP's efforts to become a major regional power in the Middle East 

drew scholarly interest and their emphasis on a common culture, history and civilization centered the 

discussions around Neo-Ottomanism.12 

There is no doubt that the architect of contemporary Turkish foreign policy and the ideology of 

Neo-Ottomanism is the former head of the Turkish diplomacy - Ahmet Davutoglu (a professor of 

international relations at universities in Turkey and Malaysia) and the basic goals of the policy that 

Davutoglu has successfully and patiently created is contained in his work "Strategic Depth"13.  In 

general, “Strategic depth” means the increase in political activity of Turkey in the areas of the former 

Ottoman Empire: in the Middle East, the Balkans, Central Asia, Caucasus and in North Africa.14 

However, although Davutoglu is the architect and the driving force of the modern Turkish foreign 

                                                           
8 Yavuz, H., Social and Intellectual Origins of Neo-Ottomanism: Searching for a Post-National Vision, Die Welt des Islams 

56, 2016,  438-465, retrieved from: http://www.ozelburoistihbarat.com/Content/images/archieve/tarih-social-and-

intellectual-origins-of-neo-ottomanism-ingilizce-cd730a90-2d1d-4beb-9cb8-65a482bc4ebf.pdf  
9 Ibid 
10 Krzak, D. G., The Political, Economic and Cultural Influences of Neo-Ottomanism in Post-Yugoslavian Countries. An 

Analysis Illustrated with Selected Examples, retrieved from: www.ejournals.eu/pliki/art/11293/ 
11 Laure Marchand, “La Turquie veut enrayer son déclindiplomatique,” Le Figaro, 29 August 2013, retrieved from: 

http://www.lefigaro.fr/international/2013/08/29/01003-20130829ARTFIG00515-laturquie- veut-enrayer-son-declin-

diplomatique.php 
12 Özdemir Albayrak, Didem & Turan, Kürşad. (2016). Neo-Ottomanism in Turkish Foreign Policy Through the Lenses of 

the Principal-Agent Theory. Journal of Security, Strategy, and Political Studies. 1. 129-154. 
13 See Ahmet Davutoglu, Stratejik Derinlik: Türkiye’nin Uluslararası Konumu [Strategic Depth: Turkey’s International 

Position], Istanbul: Küre, 2003 
14 Krzak, D. G., The Political, Economic and Cultural Influences of Neo-Ottomanism in Post-Yugoslavian Countries. An 

Analysis Illustrated with Selected Examples, retrieved from: www.ejournals.eu/pliki/art/11293 
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policy, its ideological fathers are the former Turkish Foreign Minister Ismail Cem (who once stated: 

"... if Turkey wants to go to the international stage, it must first embrace its past as an imperialist 

power, and then act together with its neighbors and allies ") and the former President of the Turkish 

Republic - Turgut Ozal, according to which; Islam connects the population within and outside the state 

(alluding to the Balkan Muslims), and therefore it can be united only by a state that is guided by a new 

ideology (referring to the Neo-Ottomanism) that will rebirth  a new period of peace and prosperity. 

Cem, during his tenure, continuously repeated that he was representing “a republican revolution as 

well as 700 years of history”, meaning that he, as the minister of foreign affairs, was representing not 

only Republican Turkey, but also the Ottoman Empire.15 His view for leading the country’s foreign 

policy intended to: “reconcile all civilizations that existed in our geography and history with each other 

and also with present-day Turkey. We can summarize Turkey’s Ottoman past which is symbolized by 

tolerance and the secular Turkish Revolution as such: In order to reflect a culture free from all 

complexes on to our domestic and foreign policy, we need to reconcile all civilizations with each other, 

with the past, with today and tomorrow, and internalized by ourselves. The starting point of this 

approach is tolerance”16 

At the end of 2009, in a speech to AKP members, the former Foreign Minister Davutoglu said 

that his country started using a new policy, guided by the idea of Neo-Ottomanism "We have a legacy 

left by the Ottoman Empire. They call us Neo-Ottomans. Yes, we are the new Ottomans. We are 

forced to be interested in our neighbors, even for the peoples of Africa. Great states are still confused 

by what is happening." Davutoglu, argues that Turkish foreign policy had been unbalanced, with an 

overemphasis on ties with Western Europe and the United States to the neglect of Turkey’s interests 

with other countries, particularly in the Middle East. 17 

Davutoglu created the Turkey's policy so that it would not be limited to its Euro-Atlantic 

ambitions, and directed it towards a new pro-Balkan and pro-Arab oriented diplomacy aimed at 

bringing the country closer to its neighbors, with the help of economic co-operation and the building of 

lasting friendly relations. This policy by itself would naturally impose the Turkish state as a leader in 

this part of the world, i.e. Turkey will become a new regional "superpower" and a new leader in the 

whole Eastern Mediterranean. "The Ottoman Empire is part of our history, and Islam is one of the 

elements of our culture. European orientation is our historical ambition, but the “Turkishness”- is our 

foundation", Davutoglu said. In other words, three basic features of the new Turkish foreign policy are 

clearly determined: Ottomanism, closely linked to Islam and the Turkish ideology - as the basic 

ideology for the preservation of the Turkish national consciousness with the mediation of which the 

Turkish people can easily be joined to the Ottomanism. As it can be seen, Davutoglu cited the Turkey's 

aspiration for EU membership as a historic ambition and desire. But this does not imply that Turkey 

will withdraw its European path contained in its geopolitical strategy. The ratio of the cited is intended 

to serve as addition to the mentioned national geopolitical and geostrategic strategy with the "eastern 

vector" i.e. as an alternative to the state policy. Davutoglu emphasizes that Turkey's dependence on 

Europe and the United States has broken the balance of the Turkey's foreign policy and has offended 

its national and regional interests, so Ankara is expected to put "the Ottoman heritage" under its 

protection ie. to launch its revival. 
                                                           
15 Yanik, L., Bringing the Empire Back In: The Gradual Discovery of the Ottoman Empire in Turkish Foreign Policy, Die 

Welt Des Islams 56, no. 3-4,  466–88. doi:10.1163/15700607-05634P09. 
16 Cem, I., Türkiye Avrupa Avrasya, İstanbul: İstanbul Bilgi Üniversitesi Yayınları, 2004, 33 
17 Taspinar, O. Turkey’s Middle East Policies:; Between Neo-Otomanism and Kemalism, Carnegi Middle East Centar, 

2008, 14, retrieved from: https://carnegieendowment.org/files/cmec10_taspinar_final.pdf  
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According to some Western European analysts, Neo-Ottomanism in the Turkish foreign policy 

can be recognized by the following principles:-  

- Turkey does not longer act as a "junior" partner of the United States and NATO, because the 

country is one of the main security factors in Central Eurasia and the region. Consequently, there are 

ideas for creating different security initiatives in the Middle East, that is, the creation of an OSCE 

equivalent in the Middle East. 

- The Neo-Ottomanism should in no way be considered as a threat to the West and Russia. 

- The Neo-Ottomanism does not contain any aggressive aspects in its ideological setting. 

Others explain that the neo-Ottomanism contains the following basic postulates:  

- To achieve general agreement within the Turkish state itself, as well as within the Muslim 

world (the Middle East, the Balkans and North Africa); not to pursue an imperialist policy towards the 

mentioned states, but the nations that were once part of the Ottoman Empire, to be attracted by the 

Doctrine of Neo-Ottomanism through realization of "soft" and balanced policy. 

- Turkey is starting to make an extremely active diplomatic and economic policy to turn itself 

into a key player in the region. 

- The policy of neo-Ottomanism gives Turkey the opportunity to pull out the Muslim state such 

as Bosnia and Herzegovina, Kosovo and Albania from Western aspirations and even the Christian 

states such as Bulgaria and Macedonia (bearing in mind that the religious and ethnic picture is 

extremely complex in these countries) . 

It is very likely that the government in Ankara intends to use the so-called "Integration 

corridors" (whose initiator is Turkey itself), which are based on the Turkey's "soft policy", which 

contains the following two basic elements - economic power and democratic experience. Three such 

corridors are indicated: 

- The first is: Turkey - Syria - Lebanon - Egypt, which could further include the Palestinian 

Authority; 

- The second is: Iraq and the Gulf States; and 

- The third is: Iran and Pakistan. 

The third corridor deserves special attention, for its realization, together with the neo-

Osttomanism, the ideological postulates of the panthurzism and Turkish Eurasia are intertwined. The 

interesting thing here is that, on the one hand, Turkey is striving to attract Iran and Pakistan in its own 

zone of influence, and on the other, the Central Asia and Azerbaijan. According to the director of the 

Center for International Relations and Strategic Analysis in Ankara - Sinan Ogan, Turkey is the only 

country that can claim the role of a "modernizer" in the Middle East and is able to reconcile that region 

with the West. It is obvious that Ankara has intentions not to establish the borders of the former 

Empire, but to put under its control the oil and energy resources of the region, that is, to establish 

control of the entire energy infrastructure and banking and telecommunication networks in that region; 

which would turn Turkey into a geopolitical "superpower". 

This Turkish foreign policy strategy started being practiced since not long ago. Therefore, 

taking into account the Turkey's claims and plans in regard with the three above-mentioned regions 

(the Balkans, the Middle East and North Africa), and the specificity of political, economic and other 

factors in each one, it is difficult to predict whether the priority will be given to the diplomacy, or in 

certain cases to the military power. It is clear that the so-called. "Uncovered diplomacy," will not prove 

to be very useful to Turkey, because the Arab world will not renounce the independence it gained in 

the beginning and the middle of the last century so easily, and to join the idea of Pax Ottomanica. 

Therefore, Ankara is likely to be oriented towards the "silent diplomacy," using all possible means to 
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achieve its ambitions. It is also possible, if we take into account the Israeli factor, an accelerated 

integration of Turkey with the post-war Syria and Palestine. This would, on the other hand, lead 

Turkey to open conflict with the United States and the United Kingdom, thanks to the pro-Turkish 

policies of the wealthy, energy-rich Arab states and the growing passivity of their politics against 

Israel. In other words, the policy for realization of the Turkish goals in the region is facing and 

undoubtedly will continue facing very serious challenges. Many experts, however, believe that Neo-

Ottomanism is a strategy that has been imposed on Ankara by Washington. According to some of 

them, this is a long-term strategy developed by the United States, aimed at realizing the US interest in 

the region by “state mediator" (Turkey), ie US domination in the Southeast Europe and the Middle 

East. With this theory, experts from Europe and Turkey bind the US strategic project for the so-called. 

"The Big Middle East". Although these ideas and theories sound quite extravagant, even Davutoglu 

does not hide that the creators of the new ideology and the very term "neo-Ottomanism" are closely 

related to the United States, and that in the basics of his vision for the future of Turkey lays the ideas of 

the US geopolitik George Friedman. Among other things, one of the reasons for the US support for 

Turkey, for the new foreign policy is the Washington's desire to neutralize the aspirations of nationalist 

and Kemalist circles in Turkey, because the United States could not afford that country to turn into a 

strong and completely independent nation state. Moreover, for the Americans, it would be much better 

if the role of a "leader" in the region will take over Turkey instead of Iran. 

 

Islam and "Neo-Islamism" 
It is common that the ideology of neo-Ottomanism is closely related to the so-called Islamcilik, 

because Islam should take on the main role of the consolidating force of the whole ideology, bearing in 

mind that the main "goal" of Neo-Islamism is the Muslim world, i.e. the Arabian countries are from the 

Middle East and North Africa are on the first place. All this, of course, opposes Israel's policy in the 

region, and for the past few years we have witnessed the collapse of the alliance between Tel Aviv and 

Ankara, which was based on the Turkey's desire to consolidate its positions in the Islamic world, 

preparing the terrain for realization of the Neo-Ottoman doctrine in the Muslim countries in the above-

mentioned regions.  

The realization of this doctrine should also affect the Balkan countries (mostly Bosnia and 

Herzegovina, Albania, Macedonia and Bulgaria). Balkan region is not something new as Turkey has 

always been part of the international presence in this region. Two decades ago, the Bosnian journalist, 

Slobodan Stajic, wrote a piece entitled: "The return of Turkey to the Balkans--as a partner, but not as 

an invader," stating that "The Balkans needs Turkey just as Turkey needs the Balkans for its path 

towards the West.18 Ahmet Davutoǧlu emphasized that his country can’t move away from the Balkans 

– treated as a historical zone of the influence of Turkey.19 By supporting such Muslim countries in the 

Balkans as: Albania, Kosovo and Bosnia and Herzegovina, Turkey can control them, affecting the 

strategic balance in this region.20  

                                                           
18 Somun, H. Turkish Foreign Policy in the Balkans and "Neo-Ottomanism": A Personal Account, Ethnic, Cultural, and 

Area Studies Journals, retrieved from: https://www.questia.com/library/journal/1G1-265104199/turkish-foreign-policy-in-

the-balkans-and-neo-ottomanism  
19 A. Szymański, Polityka zagraniczna Turcji w latach 2007–2009: kontynuacja czy zmiana?, „Polski Przegląd 

Dyplomatyczny’’ 2009, nr 2, 47. 
20 Krzak, D. G., The Political, Economic and Cultural Influences of Neo-Ottomanism in Post-Yugoslavian Countries. An 

Analysis Illustrated with Selected Examples, retrieved from: www.ejournals.eu/pliki/art/11293/ 
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Commenting on Davutoğlu’s definition of neo-Ottomanism in terms of the interest that Turkey 

presents to the countries that remained in the Ottoman political space, critics underline the fact that 

attempts at forms of territorial control over former Ottoman lands would be mere craziness, and that 

the key point in this endeavor should be the emphasis on the close relations with the West and the 

EU.21 

In this light, another danger are the imperial tendencies of Turkey to impose the Islam in its 

strategic goals. According to the major supporters, Istanbul should turn into a center of the "new 

caliphate" (neo-halifelik) for the whole Muslim world. Within the framework of this ideology, the 

ruling party in Turkey - AKP, as well as a large number of other Muslim groups in the country - work. 

On the other hand, the army, with its pro-communist orientation, and the leading opposition People's 

Republican Party, regard this policy as inapplicable and dangerous to the future of Turkey. According 

to them, the current ruling party in Turkey is trying to realize an ambitious but unrealistic project, 

which aims to distance the country from Kemal Ataturk's republican principles. Among other factors 

that intimidate Kemalists is the "Kurdish" issue, because the use of Neo-Islamism, the Kurds, as well 

as all other non-Turkish ethnic groups would gain much greater cultural and political freedoms in the 

state .In essence, the Neo-Ottomanism represents the ideological state of a multicultural and multi-

ethnic society, which in its core intimidates the "Kemalism", as the basic material by which the 

Turkish nation-state was built and maintained. 

 

Conclusion 
Nowadays, Turkey is considered the most advanced democracy in the Islamic world. Beside 

the fact that is a home of more than 70 million people, its geostrategic positioning as a “bridge between 

East and West” increases its significance in the international terms. Reviving the Ottoman culture and 

traditions through the newly introduced doctrine of neo-Ottomanisam thus paying special emphasis in 

country’s foreign policy to the Turkish minorities in the former Ottoman Empire, especially at the 

Balkans has recently started the debate on whether this concept is of revisionist nature, and whether it 

will disturb the political balance in the Balkans? The appointed region is of no surprise because the 

Balkans is the priority of Turkish foreign policy, as it is treated by Turkish politicians as a part of the 

Turkish territory towards Europe. According to the university professor Darko Tanasković by 

activating its former historical base Turkey gives itself the right to historical responsibility for the 

situation in the Balkans and their goal may be new imperial order – “Pax Ottomana”. 

Finally, another acute and actual debate with regard to Turkey is: Where is the (foreign policy 

course of) Turkey heading? Adem Palabıyık in his article titled:  "Interpreting foreign policy correctly 

in the East-West perspective" given for Today's Zaman, raises the question already popular in the 

Western media as to whether Turkey is undergoing an "axis shift"; i.e. whether it is drifting away from 

the West and heading towards the Middle East and Asia. The question about the foreign course of 

Turkey is difficult to be answered.  

It is undoubted that today a stable, EU principles oriented Turkey is needed more than ever. 

With all the global challenges today, Turkey can serve as a democratic example and stabilizing factor 

for the rest of the Muslim world. Any different solution (authoritarian and resentful) may turn the 

country into isolation and destabilizing factor in the Middle East.  

                                                           
21 Ruma, I. Turkish Foreign Policy Towards The Balkans: New Activism, Neo-Ottomanism Or/So What? Retrieved from: 

https://www.esiweb.org/pdf/esi_turkey_tpq_vol9_no4_Inan-Ruma.pdf 



Journal of European and Balkan Perspectives 

ISSN: 2545-4854 

___________________________________________________________________________ 

 

 
Center for International and Development Studies - Skopje 

21 

Nevertheless, given the complexity of the issues generated with the controversial neo-

Ottomanism doctrine (ethnic, religious, etc) the further development of this ideology has to be 

thoroughly observed. 
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THE EFFECTS OF FDI ON DEVELOPING AND TRANSITION ECONOMIES 

 

Fitim Macani  
College Pjetër Budi Prishtina 

 

Abstract 

 

The purpose of this paper is to investigate the impact of infrastructure on the Foreign Direct 

Investment flows to developing and transition countries.  It is easy to understand the policy of “fight” 

over Foreign Direct Investment in the developing and transition economies, if we consider the fact that 

most of them are facing the shortage of capital for investment. And as the investments are crucial for 

economic development, the officials are making a lot of policy changes in order to attract more foreign 

capital. But, what is the role of infrastructure in attracting Foreign Direct Investment? Do the foreign 

investors consider the infrastructure as a determinant of the Foreign Direct Investment flows to the 

developing world? Do they locate investments in the countries with favourable infrastructure 

conditions, or the infrastructure is not important for the investors? And perhaps the most important 

question is: do the governments know and understand the real importance of the infrastructure, when 

they create policy for attracting foreign capital in their countries? 

According to the findings in this research there is a strong positive correlation between the 

Foreign Direct Investment and the condition of the infrastructure in the certain countries. That means 

that when foreign investors make decision about the location of their investments abroad, they make a 

careful analysis on the condition of the infrastructure of the potential countries for investments. Bad 

infrastructure is correlated with higher costs, lower profit, and inappropriate correlations with the rest 

of the world.  So, it is not happening rarely that some Multinational companies decide not to invest in 

some country, just because of the poor infrastructure conditions in that country. 

The results of this research can be used to help the government policy makers to understand the 

meaning of the infrastructure as a factor that determine the Foreign Direct Investment location. In this 

way they will be able to create attractive investment clime for foreign investments. That is very 

important because there are a lot of countries in the developing world that are creating too many 

incentives for the foreign investors, but still neglecting the importance of the infrastructure. So, at the 

end the results show that the inflows of Foreign Direct Investment will never come in a satisfying way.   

The fact that this paper is concentrated only on the impact of infrastructure, as a FDI 

determinant, will contribute for better understanding of  infrastructure, as one of the most important 

factors that determine the location of the FDI flows. 

Key words: Infrastructure, Foreign Direct Investment, Developing and Transition Economies  

 

Introduction 

Investments are crucial for economic development and for improving living conditions in the 

developing and transition economies. Without investments this countries will not be able to reach 

projected development rate, nor to reduce unemployment, increase import or improve living 

conditions. But, unfortunately that is exactly what are facing developing countries – the shortage of 
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investments. The main reason for this shortage is insufficient level of national accumulation and 

saving, and according to that the country does not have good prospect to obtain additional level of 

capital from national sources, in the short run. So the big problem that is standing in front of 

developing world, is how to bridge the capital gap.  

When someone have shortage of something, normally, will try to compensate it from other 

sources. That is exactly what are developing and transition countries doing. They are obtaining 

investment capital from foreign sources. Foreign capital can enter in a various forms, like foreign 

loans, foreign direct investments (FDI), portfolio investments and foreign donations. From the 

viewpoint of the developing countries understandably that the best is to accept foreign capital in a form 

of donations, since they are grants and are irrecoverable. But, sources, amount and usage of grants  is 

very limited, so developing countries are forced to look for investment capital from the different 

sources, as well.  

If we compare the effects of FDI and foreign loans, we will see that FDI brings much more 

positive impulses in the host country, than foreign loans. Contrary,foreign loans can damagedomestic 

economy very hard, if the country use this source too much, or if it is usedin inappropriate manner. 

Indeed, we have too much examples of debt crisis, around us, that are reminding us, of consequences 

of over-indebtedness. So, it is clearly understandable why FDI has gained significant importance over 

the past decade, as a tool for accelerating growth and development of economies. It is widely believed 

that the advantages that FDI brings to the standard of living and prospects of economic growth of the 

host nation, are significant, and that FDI as a form of foreign capital, has fundamental difference from 

other forms of capital investment, because of the nature and the duration of the commitment it 

involves. 

Naturally the policy makers are creating many incentives, in order to attract more FDI in their 

countries. Most of thisreforms are correlated with tax policies, easing of doing business, promoting 

low labour cost, but mainly the governments are neglecting the importance of infrastructure. As a 

result of that, they never receive projected inflows of FDI, and some time they do not even get 

sufficient return on the investments, they made for attracting FDI.  

Infrastructure is very important determinant of the FDI flows. Bad infrastructure is correlated 

with higher costs, lower profit, and inappropriate correlations with the rest of the world.  So, it is not 

happening rarely that some Multinational companies decide not to invest in some country, just because 

of the poor infrastructure conditions in that country. That is exactly the reason,why we decided to 

explore the correlation between FDI and infrastructure conditions. Unfortunately, among huge 

literature on FDI, few researchers have well acknowledged the significant contribution of 

infrastructure in attracting FDI in developing and transition economies.  

The central question of this paper is: Does infrastructure determine FDI flows? In the frame of 

this paper we will analyze the role of infrastructure availability in determining the attractiveness of 

countries for FDI inflows. 

The results of this research can be used to help the government policy makers to understand the 

meaning of the infrastructure, as a factor that determine the Foreign Direct Investment location. In this 

way they will be able to create attractive investment clime for foreign investments. 

 

The effects of FDI on developing and transition economies 

FDI has been one of the core features of globalization and the world economy over the past two 

decades. “More firms, in more industries, from more countries, are expanding abroad through direct 

investments than ever before, and virtually all economies now compete to attract multinational 



Journal of European and Balkan Perspectives 

ISSN: 2545-4854 

___________________________________________________________________________ 

 

 
Center for International and Development Studies - Skopje 

26 

companies”22. The fact that not only all developing and transitions economies, but as well developed 

countries, are “fighting” over FDI, refer to the importance of the FDI for development of all countries.  

The contribution of FDI on economic progress has been recognized in the literature, long time 

ago. The outcomes of FDI are very important for developing countries,  as developing nations are 

mostly short of capital, lack of access to modern technology, know-how etc.. FDI resolves this lacking 

along with providing benefits to foreign investor. FDI are important vehicle for the transfer of 

technology, contributing relatively more to growth, than domestic investments.  

The literature of FDI explores various benefits for host country, that arise from inflow of FDI. 

Althoughit is impossible to count all possible effects that come together with the FDI inflows, most of 

the experts are considering the following benefits, from FDI inflows: 

- The common characteristic of almost all developing and transition economies is the 

shortage of capital. FDIs compensate this shortage and provide long term capital, as a huge guarantee 

for economic development.  

- The foreign investors usually accomplish the projects cheaper and in a better way, than 

domestic investors. 

- FDIs create new jobs and so they reduce unemployment rate. 

- FDI brings new technologies, managerial, marketing and production skills and know-how. 

- FDIs have positive effects on balance of payment, since they increase export. 

- FDIs develop cooperation with small domestic enterprises and hire them as a 

subcontractors. In this way they double the positive effect on overall economy. 

- FDIs has influence on development of innovative and high – tech sectors. 

- The entrance of one multinational company, usually brings other foreign investors in 

country. Of course, this can be a case, if the experience of the first one is positive, if not, there will be 

opposite effects. 

-  Multinational companies (MNC) improve business climate, by bringing ethics and 

management rules. 

- MNCs bring “new and clean” technology. 

- FDIs usually increase the level of salaries. 

Seeing these positive effects that bring FDIs, policy makers in developing and transition 

economies are interested in exploring the factors – determinants of the FDI flows. Only if they know 

the real importance of each factor, they can create attractive FDI policy. In the next section we will 

elaborate the main determinants of FDI. 

 

Determinants of the FDI inflows 

It has long been recognized that the benefits of FDIs for the host countries can be significant. 

This benefits include transfer of knowledge and technology to domestic firms, management 

improvement, productivity spillovers, enhanced competition, and improved access to exports abroad, 

notably in the source country (Demekas et al., 2005). Moreover, since FDI flows are non-debt-

creating, they are a preferred method of financing external current account deficits, especially in 

developing countries, where these deficits can be large and sustained. At the same time, the growing 

liberalisation of FDI and other financial markets, are offeringadditional opportunities to which much 

attention is given in the literature. 

                                                           
22“Miroslav Matew, “ Determinants of Foreign Direct Investment in Central and Southeastern Europe: New empirical 

tests”, American University of Bulgaria, 2008 
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The literature on the determinants of foreign investment has identified both policy and non-

policy factors as drivers of FDI(Fedderke and Romm, 2006). Non-policy factors include market size, 

distance, factor proportions and political and economic stability. Policy factors include openness, 

product-market regulation, labour market arrangements, corporate tax rates and infrastructure. The 

previous research reports two groups of explanatory factors23, gravity factors (distance, market size) 

and factor endowments (infrastructure, human capital). Other factors that are found to have 

significant effects are geographical proximity, barriers to trade, tax policy, tax incentives, labor 

costs and regional integration. According to Demekas et.al.(2005) gravity factors explain a large 

part of FDI inflows to transitions economies, including Southeastern European countries, but policy 

environment also matter for FDI.  

According to our opinion, it is useful to group FDI determinants in six groups:  

- Political climate – political stability in the country, business climate, bureaucracy, 

level of corruption, laws concerning FDI, etc.. 

- Economic climate  -  size and potential for GDP growth, market size, consumer 

power, standard of living, macroeconomic conditions (inflation, balance of payment) etc..  

-  Available workforce – size, costs, productivity, qualificationsof labor etc.. 

- Available infrastructure – the quality of the roads, number of international airports 

and ports, availability of telecommunications, and it’s costs, availability of internet services, etc.  

- Other factors – taxation system, investment incentives, research and development 

expenses, investment in education, ecology etc. 

In accordance with the theme of this paper, we will focus our analyze on the specific 

theoretical aspects of infrastructure, as a FDI determinant, which was omitted by some previous 

researches. 

 

The importance of the infrastructure  

“Infrastructure is the basic physical systems of a country’s or community’s population, 

including roads, utilities, water, sewage etc.”24 Infrastructure is a broad term, including physical, 

educational, legal and institutional features of an economy, which are direct or more typically, 

indirect inputs into firm’s production and cost function. Infrastructure lies between companies and 

markets, and between consumers and essential services. It incorporate core network utilities – like 

transport, energy, water and communications. But, also expand further – into social infrastructure, 

educational networks, the health services, broader social support and law, etc.. From an economic 

perspective, infrastructure can be loosely defined as public goods and services, that act as a lever 

for economic activity and/or provide spillover economic activities.  

Most of the people see infrastructure as an important determinant of living condition. 

Unfortunately, it is not a rare case when officials, neglect the relevance of infrastructure as element 

that has impact on investment climate. Under - investing in infrastructure carries additional costs, 

not only for households, but also for business, for government, by increasing maintenance, wasting 

time, allocating additional resources, inefficiency. Such costs reduce efficiency and impede 

economic growth. 

Infrastructure affects economic development in both, volume and quality terms. A 

considerable volume has highlighted the importance of physical infrastructure as a determinant of 

                                                           
23Ibidem str.4 
24Frank Barry,“FDI, Infrastructure and the Welfare Effects of Labor Migration”, University College Dublin, January 2002 
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economic growth. Infrastructure is associated with greater accessibility and reduction in 

transportation costs. Furthermore, public goods reduce the cost of doing business, which is essentia l 

for profit maximization. The opposite, poor infrastructure causes increase in transportation costs 

and limit access to local and global markets, which ultimately discourageboth investors, domestic 

and foreign.  But, not only the quantity, but also the quality of the infrastructure is essential for 

investment climate. High coverage of infrastructure is undoubtedlynecessary, but it is not sufficient. 

Many developing and transition economies have well established infrastructure network, therefore 

the access to services is granted. However, it does not necessarily guarantee the quality or reliability 

of service provision. 

Unfortunately, poor infrastructure is a common characteristic of developing and transition 

economies. Most of this countries are confronting with the gap between the demand and supply of 

infrastructure services. And that gap is getting deeper and is threatening to affect the future growth 

prospects of thesecountries.Additional influence on poor infrastructure has the slackening of public 

investment in infrastructure development in a number of developing countries, as a part of the 

structural adjustment. Concerns have been raised about the decliningbudget for key infrastructure 

sectors, such as energy, transport and communications, not only in terms of proportion of national 

income, but even in nominal terms. But what worries more is the fact that the process of creating new 

infrastructure is a relatively time and money consuming process,  andso the infrastructure changes very 

little during the time, and sadly but, we cannot expect big changes and improvements in the 

infrastructure conditions in a short time. 

The most important aspects of infrastructure for business, according to many experts are: 

- Transport infrastructure – there could be several aspects of transport infrastructure, such as 

availability and quantity of roads, airports, ports and railways.  

- Energy availability – is captured by intensity of energy use. 

- Telecommunication – the availability of telecommunication infrastructure. 

- Information infrastructure – intensity of electronic and print media usage.  

- According to the availability and quality of infrastructure, countries can be classified as:25 

- Infrastructure deprived – poor penetration of electricity, road and broadband network. 

- Infrastructure bottlenecked – electricity outages, congested ports and cities. 

- Infrastructure balanced – appropriate for growth. 

- Infrastructure led – logistic centers, hub services, etc.  

If we analyze the infrastructure conditions in the developing and transition economies, we will 

be disappointed by the fact, that most of them belong in the first two groups. What disappoints more is 

the data from EBRD’s Infrastructure Reform Index, which indicates that the infrastructure conditions 

has not changed much, during the period 1989 – 2007 in the developing and transition economies. 

Now, as we conclude that infrastructure is very important for economic growth, as it affects 

costs and profit, it is becoming unclear how can the governments neglect the importance of 

infrastructure when they create their policy.   

 

                                                           
25“Development of Infrastructure as one of the Determining Factors to Attract Increased FDI Flows”, UNCTAD, Lima 

Peru, 2008 
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Correlation between infrastructure and FDI 

 In the section where we discussed about the FDI determinant, we said that good infrastructure 

conditions are well base for attracting FDI. We also said that unfortunately, officials are neglecting the 

role of infrastructure in attracting FDI. So, now the question is why the infrastructure matter? Why is 

infrastructure important in attracting FDI flows? 

Recent empirical studies propose that public goods have vital impact on cost structure and 

productivity of enterprises, so the experts assumes that if such kind of infrastructure were not extend to 

companies, than these companies would be operating with less efficiency, as they would have to build 

their own infrastructure. The final result of that will be duplication of costs and wastage of resources. 

Studies by Musila and Sique (2006) on FDI show that FDIs in Africa are dependent on 

development of infrastructure. Also other studies on developing countries, emerging economies, 

Western Balkancountries and Southeast  European countries show the significant role of infrastructure 

development in attracting the inflow of FDI. In a study of Southeast European countries, Dauti( 2008) 

identifies ICT infrastructure as a major factor positively influencing FDI inflows. 

There are also a number of other scholars that are verifying  the correlation between FDI and 

infrastructure. Wheeler and Mody (1992), Loree and Guisinger (1995), Richard (1999), Asiedy 

(2002,2006), have argued that good infrastructure is necessary for foreign investors, in order to operate 

successfully. Poor infrastructure or unavailable public inputs increase the companies’(domestic and 

foreign) costs.  

Using panel data for African countries Asiedu (2002) observed that countries with improved 

infrastructure were “rewarded” with more investments, and confirmed the positive impact of 

infrastructure on FDI. 

All mentioned studies attest the fact that FDI and infrastructure are highly correlated and that 

good infrastructure should improve the investment climate for FDI. According to our findings 

availability of good quality infrastructure could also improve the investment climate for FDI by 

subsidizing  the costs of total investment by foreign investors and thus raising the rate of return. 

Companies costs significantly increase when electricity outages occur more frequently and the 

average outage duration becomes longer. Similarly increased hours of water supply suspensions also 

reduce companies’ competitiveness. There was a study made in Pakistan, where Atsushi Iimi (2008) 

found that the total benefit  for the economy  from eliminating the existing electricity outages in 

Pakistan, will range from 0.5% to 6% of GDP, and from removing water suspension, the economy 

could receive a gain of about 0.5% to 2% of GDP. 

There are also evidences for the similar role of transport infrastructure. Namely, the primary 

benefits of transport infrastructure development are increased accessibility and reduced transport costs. 

Firm can benefit from those without contributing directly to the project. Ample supply of transport 

infrastructure at no, or law costs to users, is conjectured to have a positive impact on costs and 

productivity of the companies. Without proper transport network the companies will not be able to 

operate in the satisfying way, as the cars and trucksdepends on a network of roads and bridges. “For 

instance good road designs, materials and maintenance can reduce the wear on vehicle, thus reducing 

transportation costs. The same is truth for airplanes, which require good airports and navigable 

waterways. A freeway is faster than a dirt road, e-mail faster than post office, and time is money”.26 

                                                           
26BoopenSectanah, “The role of transport Infrastructure in Attracting FDI in Africa”, International Conference, October 

2000 
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The quality of infrastructure especially has impact on facilitating export performance, which is 

especially  motivational factor for export – oriented FDI.Some studies show results that an 

improvement of 10% in infrastructure will yield 8% improvement in export performance in developing 

countries. Other study made exclusively for Pakistan, show that in short run, one percent increase in 

infrastructure, result in uplifting FDI by 1.03%, and in long run, one percent rise in infrastructure 

enhances FDI inflows by 1.31%.27 

Maybe the biggest evidence of the correlation between FDI and infrastructure are the data from 

India.  Chakrabarti et.al.(2011) has researched the FDI inflows in the different districts in India. 

Namely India, has become on of the biggest receivers of FDI inflows in the world, in the recent years.  

But there is a large deviation in the amount of FDI through the districts. However, the study showed 

that the districts with poor infrastructure, received small amount of FDI, and the districts with 

favorable infrastructure conditions received a great part of total FDI inflows in India. 

 

Conclusion 

FDIs are one of the most explored economic category in the recent time. Considering the 

positive implications that comes together with the foreign investments in the host country, it is 

naturally, that a lot of authors and experts, dedicated their researches to FDI.  A lot of literature has 

been written in the last two decades, analyzing different aspects of FDI. In order to explore the reasons 

for massive transfer of capital in a form of FDI, some studies analyze the determinants of the FDI 

inflows. The reasons for this researches are practical. Namely, because of the investment gap that 

persist in many developing and transitions economies, the policy makers from this countries are forced 

to find the new ways of obtaining capital for investment, in order to reach the projected rate of 

development. The best way to bridge the capital gap, are FDIs. But if officials want to attract FDI, they 

must know the FDI determinants, first. If they know what are the MNCs looking for, they will easily 

adjust their policy with the companies’ needs, and will attract more FDI. 

We are witness of policy “fight” over FDI in the developing and transition economies.   

Governments of the different countries, developed and developing alike, are competing among 

themselves to attract more FDI inflows, with a variety of investments and tax incentives and other 

policy preferences. But, some of them never receive expected results. The reason for that is neglecting 

some of the important determinant of FDI flows. One of the most neglected FDI factor is 

infrastructure. Not only that policy makers neglect the importance of the infrastructure development, 

but also the authors in their papers only mention infrastructure as a factor and rarely dedicate their 

analyze exclusively on infrastructure. By contrast, most of the studies are about taxation policy effect 

on attracting FDI, about investment incentives, labor costs, natural resources etc. That is why we 

decide to examine infrastructure development, as a FDI determinant, the factor that some previous 

research has omitted. 

According to the findings in this paper, infrastructure development is not important only for the 

citizens of a country. It is even more important, for the companies that operate there. Poor 

infrastructure is correlated with higher transportation costs, loosing of energy, obstruction of the 

production, limited communications, vesting time, and as time is money, the total costs will increase, 

and the profit will be much lower. So, a country can give many incentives and facilities to the foreign 

investors, but the poor infrastructure will compensate them, and the MNC at the end, can decide not to 

                                                           
27A.Rehman, et.al., “ The impact of infrastructure on Foreign Direct Investment. The case of Pikistan”, International journal 

of business and Management, May 2011 
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invest in a certain country. We identify this effect by employing a unique dataset of FDI in the 

developing and transition economies from the different regions. We exploit cross - sectional variation 

in infrastructure and FDI flows among all that countries. 

There are many reasons why infrastructure development generate positive effect ion FDI 

inflows. Accumulated public infrastructure is increasing productivity of individual company, when 

enhancing overall efficiency of the economy. Infrastructure availability promotes, both horizontal and 

vertical FDI, with comparatively more impact on vertical FDI, as it reduces operational costs. 

Infrastructure is associated with greater accessibility and reduction in transportation costs. 

Furthermore, public goods reduce the cost of doing business for foreign enterprises which leads toward 

maximization of profit, which is primary aim of any investment.  

In emerging economies, the role of infrastructure is twofold, promotion of FDI and greater 

return on investment to business owners. In developing countries infrastructure has a significant 

attractiveness for FDI inflows, even than that of openness and investment climate in developed 

country. 

The findings of this paper suggest that infrastructure development should become an integral 

part of the strategy to attract FDI inflows in general, and export-oriented production from MNCs in 

particular. That is why the results of this paper can be used by the policy makers, in order to create 

appropriate policy for attracting FDI.  
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Abstract: The conducted research in this paper on the banks' perceptions of the risks in their 

operations, aims to understand the perceptions of banks as the leading institutions in the financial 

system of the Republic of Macedonia on the main sources of risks they face in their operations, more 

precisely, the risks that they are currently assessing as significant and current 
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Introduction 
The financial system of the Republic of Macedonia is characterized by a relatively simple 

structure, with very little interdependence of the activities of certain segments, as well as the absence 

of complex financial instruments and services. Its stability is conditioned by the stability of the 

banking sector, which is its dominant segment (its assets account for 84.7% of the financial system 

assets, ie 73.2% of GDP in 2016), which also focuses on the savings of the non-financial sector. As the 

ownership relationship between the individual institutions of the financial system is relatively low, the 

amount of loans that banks approve among themselves, as well as financial institutions from the non-

banking sector, are relatively small, which would certainly mean that the risk of contagion through 

these channels is limited. 

The banking system in the Republic of Macedonia successfully surpassed 2016, as a 

relatively crisis year, remaining stable. In the first half of 2016, significant changes were registered 

only in the liquidity indicators, but they remained at a satisfactory level, returning to the usual levels 

already in the third quarter of 2016. At the end of 2016, the total deposits with the banking system 

increased by 5.4%, and the credit growth (excluding the effect of the regulatory measure for full write-

off of nonperforming placements that are fully covered by impairment) was held at a solid level and 

was 6%.  In accordance with the stated regulatory measure for full write-off of nonperforming 

placements, the share of nonperforming banks in total banks' placements declined from 10.8% at the 

end of 2015 to 6.6% at the end of 2016.28 The risk for banks 'own funds against eventual credit risk 

exposure from nonperforming loans is not high due to their high coverage with the allocated 

impairment, but also due to the satisfactory scope and quality of banks' own funds. 

In 2016, the amount of the profit from the operations with the banks was by one third higher 

compared to the previous year, which is especially significant from the point of view of the internal 

                                                           
28 http://www.nbrm.mk/WBStorage/Files/WebBuilder_Godisen_BS_31_12_20160.pdf 
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creation of capital, in conditions of absence or the presence of only small amounts of recapitalization 

by way of new stock shows. The indicators of the solvency and capitalization of the banking system 

are high, despite their decrease in 2016, which is largely due to the faster growth of the risk weighted 

assets. 

The new amendments to the Banking Law that started to apply since March 2017 largely 

contribute to the modernization of the regulatory framework, through the introduction of new rules 

imposed by the Basel Committee29 and through the application of the European regulation30 on the so-

called protective layers of capital, which would further increase the solvency of banks. Significant 

challenge for the banks in the coming period is the maintenance of high profitability, in conditions of 

relatively low deposit interest rates and reduced space for their further deepening. If we take into 

consideration the intention to gradually abandon the application of the adjustable interest rates in the 

medium term, all this would also mean the need for changes in the performance of the banks both on 

the credit and on the deposit market, as well as changes in the domain of management risks. 

Below is a summary of the results of the survey conducted at the end of 2016 in order to 

perceive the impact on banks' performance by the risks that they are currently assessing as significant 

and current, which confirms the above. 

 

Risks arising from macroeconomic environment 
As risks with the greatest significance and impact on the operations, the banks pointed out the 

risks arising from the macroeconomic environment. And in 2016, on top of the risks of 

macroeconomic nature, the banks pointed to the domestic political crisis, which, according to them, led 

to uncertainty with economic agents and led to pressures on the foreign exchange market, which were 

neutralized only in the third quarter of 2016. The most important risk from the external environment is 

the slow recovery of the global economy, accompanied by the risks posed by Britain's decision to exit 

the EU.  

All this, according to the banks, contributes to a more modest annual economic growth. Also, 

the rapid upward trend in public debt and its sustainability was pointed out by most banks as a very 

important risk arising from the macroeconomic environment, in conditions of high indebtedness of the 

banking sector to the state through the significant amount of placements in government securities. 

Thus, the expectations of the banks (during the conducted survey at the end of 2015) for 

increasing the significance of the risks from the group of macroeconomic risks were realized in the 

next, 2016. For 2017 and 2018, banks expect a further increase in the significance of this group of 

risks, but at a slower pace than the 2016 expectation. This, according to the banks, would depend 

above all on the achievement of political stability in the Republic of Macedonia, which would have a 

positive effect on the domestic economy. In general, banks expect the risks arising from the 

macroeconomic environment to continue to be extremely important, both from the domestic and the 

external aspect. 

 

Risks arising from the banking sector 
As a second group of risks in terms of significance and impact on the operations, the banks 

pointed to the risks arising from the banking sector. From this group of risks, banks, especially those 

                                                           
29 http://www.nbrm.mk/ns-newsarticle-soopstenie-na-nbrm-2722017-godina.nspx 
30 http://www.nbrm.mk/ns-newsarticle-soopstenie-na-nbrm-2722017-godina.nspx 
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with higher market shares, usually distinguish between each other as a significant risk. However, as for 

2016, banks indicated that they offer similar conditions for the products they offer, which means that 

this group of risks remains stable and should not have a greater impact on their operations in the future. 

Banks with larger market shares assess the risk coming from the banking sector as moderate to 

growing, due to the pressures that, according to them, stem from competition in the price of the offered 

products. Banks, especially the larger banks, expect a decrease in the significance of this group of risks 

during 2017 and 2018. 

 

Risks arising out of changes in the regulatory framework 
A third group of risks relevant to the operations of banks is the risks arising from changes in 

the regulatory framework. The level of this risk in 2016, according to the banks, is slightly lower than 

the estimates for 2015. But banks expect growth of risks from changes in the regulatory framework in 

2017, but also in 2018. Among other things, the banks cited the new regulation in the area of 

compliance with the Basel 3 standards31 and the European regulation in the area of bank recovery 

plans, as well as the announced regulation on the application of IFRS 932, as changes in the regulatory 

environment that can cause increased risks during their implementation and effects on capital and 

reserves. 

 

Risks arising out of the financial market cases 
In the fourth position, according to the significance they have on the operations of the banks, 

the risks arising from the developments on the financial markets are ranked. The banks assessed the 

group of financial market risks as less significant, the significance of which was reduced compared to 

2015, and during 2017 and 2018, the significance of this group of risks is expected to further decrease. 

The smaller significance of this group of risks in relation to the previous groups reflects the simple 

structure of the Macedonian financial system and the somewhat less developed financial market, which 

is also reflected by the banks' predominant orientation towards classical banking operations (deposit 

collection, lending).  

The risks from the financial markets in 2016, banks mainly link with the crisis in April and 

the pressures on the foreign exchange market, which were caused by non-economic factors. Also, the 

banks pointed out the risks of changing interest rates on international financial markets, which, 

                                                           
31In December 2010, the Basel Committee published two documents defining the basics of the third Basel Accord, known 

as Basel III. Basel III's basic goals are: to strengthen standards in terms of required capital to cover risks, to make banks pay 

more attention to liquidity, to eliminate the pro-cyclical behavior of banks and reduce the risk of systemic crises. Hence, the 

new regulation brought about significant changes regarding the definition of regulatory capital and the standards for the 

required capital to cover the risks. Also, Basel III envisages the expansion and strengthening of the second and third pillars 

(supervision and market discipline). Finally, besides the capital standards, Basel III introduces regulatory standards in terms 

of liquidity and leverage. Due to the scale of the changes, their gradual introduction is envisaged by the end of 2018.   
32New International Financial Reporting Standard 9 - Financial Instruments, which replaces the existing International 

Accounting Standard (IAS) 39, refers to all aspects of financial instruments, ie financial assets and financial liabilities. 
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according to the banks, depend on the monetary policy of The European Central Bank 33 and The 

Federal Reserve System 34.  

Regarding the expectations for the next period, banks expect that the significance of the 

interest rate risk will increase, given the announced changes in the Law on Obligatory Relations35. 

 

Risks arising out of the bank strategy or banking group 
As risks with the lowest importance on the operations, banks assessed the risks arising from 

the bank's or banking group's strategy. 

Banks say that in 2016, they directed their activities towards improving capitalization and 

increasing profitability, introducing new products, increasing the number of clients, etc. According to 

the banks, their business strategies proved to be appropriate in 2016, which is why this group of risks is 

rated with the lowest rating, in terms of its significance, in which the larger banks lead. By contrast, 

banks with lower market shares believe that this group of risks is more important. Regarding the 

expectations, on the level of the banking system, on average no change is expected in relation to the 

significance of this group of risks in 2017 and 2018, although the larger banks expressed expectations 

for increased significance of this group of risks in the upcoming period. 

 

Additional risks that banks facilitate in operation 
Usually, through the research that was conducted, some additional questions were asked 

about topics that are considered to be current and important. 

Thus, with regard to movements in the housing market, most banks do not expect that in the 

medium term the prices of apartments will significantly change, which would mean that their influence 

on the banks' operations would remain stable. A small proportion of the banks expect that in the longer 

term, the increased supply of apartments could have an effect on the prices of apartments, and 

therefore on the demand for housing loans and on the requirements for the amount of collateral for 

mortgage loans. 

Regarding the Macedonian capital market, the banks expect some movement and increased 

turnover in 2017 and 2018, but this would not significantly affect their operations, although they 

expect that the entities would channel some of the liquid assets to the capital market. Regional linking 

of stock exchanges and further specification of capital market regulation in order to comply with 

European regulations could positively influence the increase of supply and demand of securities, more 

opportunity for investors from our country to buy securities that will be used trades through the 

regional platform and stabilization of securities prices should be achieved without major fluctuations. 

Almost all banks expect these changes to have no significant impact on their operations in the medium 

term. 
                                                           
33 European Central Bank - The European Central Bank (ECB), based in Frankfurt am Main, Germany, is the central bank 

of the Eurozone, which is responsible for the monetary policy of the members of the European Union that use the euro as a 

currency. The ECB was established on 1 June 1998. The European Central Bank (ECB) is an EU body and, together with 

central banks of 17 EU members, forms the common European System of Central Banks (ESCB).  
34 The Federal Reserve System is the central bank of the United States. The Federal Reserve system monitors monetary 

policy by influencing the federal funds rate, which represents the interest rate at which banks lend on the interbank money 

market. This interest rate is established on the interbank market, but the Federal Reserve System affects it through its 

instruments. 
35 The Law on Obligatory Relations will clearly define the types of interest rates (fixed and variable) and the manner and 

conditions for their alteration, which will in fact mean impossibility for further use of the so-called. adjustable interest rates. 

 



Journal of European and Balkan Perspectives 

ISSN: 2545-4854 

___________________________________________________________________________ 

 

 
Center for International and Development Studies - Skopje 

36 

Regarding the effects of the beginning of the application of IFRS 9, most banks still can not 

accurately assess the impact of the application of this standard on their operations. However, they point 

out that its introduction is related to certain costs, primarily due to the need for new software solutions 

to calculate the impairment. 

Banks also point to the uncertainty regarding the effects of the requirements of the standard 

for determining and allocating the so-called. expected provisions for credit losses for the entire life of 

certain categories of financial instruments, where a significant increase in the credit risk occurred 

compared to the initial measurement. 

Conclusion 
In the context of the analysis in the paper, we focused on five risk groups and the risks 

arising from: the macroeconomic environment, the financial markets, the banking sector, the bank's 

strategy or the banking group and the changes in the regulatory framework. In doing so, the survey 

required the banks to adequately rank the risks they faced in 2016 in terms of their importance, as well 

as to express their expectations for the next two calendar years. The level of significance of each of the 

five risk groups was assessed by the banks in the interval from 1 to 5 (1 indicates that this group of 

risks has little significance for the bank, while 5 means that that group of risks is extremely important 

for the bank at the moment) expectations were expressed through a qualitative assessment of the 

direction of the risks (rising - "+1", declining - "-1" or unchanged - "0"). 

From the conducted research it can be concluded that the banks for 2017 and 2018 expect a 

further increase in the significance and impact on their operation of the risks arising from the 

macroeconomic environment, the risks arising from the changes in the regulatory framework, as well 

as the risks arising from the bank's strategy , while significant significant reduction is expected from 

the risks arising from the banking sector and from the risks arising from the developments in the 

financial markets. 
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Abstract 

The explanation of the recent increase in intra-country wage inequality in favour of skilled 

workers has been dominated by two explanations: Skill-Biased Technological Change (SBTC) and 

International-trade liberalisation (IT). We analyse the impact of both explanations and add some new 

variables within a unified framework for the important tradable services sector in Portugal, which, in 

2016, was responsible for 75.4% of the Gross Value Added (GVA) and for 68.6% of the employment. 

Results show that the SBTC approach is the main explanation. Foreign direct investment and labor 

productivity also affect positively the wage gap, while skill-labor supply serves to reduce this 

differential. 
 

Keywords: skill biased technological change, international trade, Gross Fixed Capital 

Formation, Skilled-labour supply and demand; wage inequality. 
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Introduction 

The two most important explanations for the formation of the wage gap between skilled and 

unskilled workers are the SBTC approach and IT approach. Authors, such as Acemoglu (2002, 2015), 

Van Reenen (2011), and Grossman &Helpman (2018) consider that the SBTC approach is the best 

explanation for the formulation of this wage gap since technological-knowledge bias strongly increases 

the demand for skills. In turn, according to other authors, such as Alvaredo et al. (2013), Dureval& 

Munshi (2015) and Rietter (2017), the best explanation for the wage difference derives from Stolper-

Samuelson's theorem, which results from Heckscher-Ohlin-Samuelson's theory (HOS).Other authors 

still, consider that the IT affects the SBTC (e.g., Afonso 2012, and Fadinger& Mayr 2014). 

Following the empirical study for the Portuguese manufacturing sector proposed by Nogueira et 

al. (2018) and for OECD countries proposed by Nogueira & Afonso (2018), in this paper analysesthe 

subject in the important Portuguese tradable services sector. The empirical investigation is performed 

by estimating the models with panel data (fixed effects estimates) and the generalized moments 
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method (GMM)in difference,which incorporates the presence of the dependent variable lagged 

between the explanatory variables, as developed by Arellano & Bond (1991). 

After these introductory remarks, Section II presents the methodological procedures regarding 

the sample and estimations techniques. Section III analyses the results and Section IV presents the 

main conclusions. 

 

Data and methodology 

We consider the time period 1995-2016 to study ifit is the SBTC approach, the IT approach or 

boththat justifies the wage gap between the most qualified (skilled) and less qualified (unskilled) 

workers in the Portuguese tradable services sector. For a better interpretation of the results and to have 

the elasticities, we use a translog model specification. Thus, to find which variable explains a higher 

share of thewage-inequality rise across a panel data set of Portuguese tradable services, from 1995 to 

2016, we use thespecification: 
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 Variables, 

measures and data sources are summarised in Table 1.Considering the Portuguese tradable services 

sector, the dependent variable is the wage relation between the workforce with higher education 

(skilled) and the workforce that has no higher education (unskilled). The main independent variables 

are the annual portion of R&D expenditures, as a proxy of the SBTC effects, and exports of services. 

We have also added the variables: relative supply of skilled labor (HL), gross fixed capital formation 

(GFCF), foreign direct investment (FDI), Revenues (REVENUES) and Labor Productivity (LP) – 

Table 1. The FEM model is the most appropriate specification to adopt when performing statistical 

tests – Table 2. 

 

Table 1. Variables, measures and data sources 

Variable Name Measure Level References Source 

IWSP 
Services sector wage 

skill premium 

Wage ratio between labour force with 
tertiary education and labour force 

with secondary and primary education 

(in EUR) 

Services 

sectors 

Perugini& Pompei (2009) 

Author’s 
calculations 

based on INE 

data 

SBTC 
Skill-biased 

technological change 

R&D expenses (in thousands EUR) / 

GVA 

Gera et al. (2001) 

Portuguese 

“Direção-Geral 

de Estatísticas 
Educação e 

Ciência” 

IT Trade 
Exports of services (in thousands 

EUR) / GVA Leamer (1996) 

INE 

HL 
Relative supply of skilled 

labour 
Tertiary enrolment /(1-tert. enrolment) 

(%) 
Goldin & Katz (1998) 

GFCF 
Gross Fixed Capital 

Formation 

Liquid investment (in thousands 

EUR) / GVA 

Perugini& Pompei (2009) 

REVENUES Revenues Revenues (in thousands EUR) / GVA 
Pedace (2010) 

FDI 
Foreign Direct 

Investment 

Foreign Direct Investment (in 

thousands EUR) / GVA 

Almeida & Afonso (2010) 

LP Labour Productivity Gross Value Added / Workers 
Faggio et al. (2007) 
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GVA Gross Value Added 
Nogueiraet al. (2018) 

Source: Authors’elaboration. Notes: INE is the portuguese “Instituto Nacional de Estatistica”, responsible for statistics in Portugal; and “Direção-Geral de 

Estatísticas Educação e Ciência” is the General Direction for Statistics of Education and Science in Portugal. 

 

Estimation Results 

To study the possible effects caused by the sovereign-debt crisis, wehave introduced three 

dummy variables to control the possible effects of the strong austerity measures caused by this 

abnormal event. However, these variables do not present statistical significance and therefore we 

consider that the austerity measures did not influence the wage gap. 

Table 2 presents the estimated results, which aims to analyse the relative importance of SBTC, 

IT, and each one of the other four control variables in the formation of the wage gap between skilled 

and unskilled workers in Portuguese tradable services sector, between 1995 and 2016, estimated 

through both the Fixed Effects (FE) method and the generalized moments method (GMM). The use of 

GMM models has the advantage of dealing with the endogeneity of the explanatory variables. The 

non-autocorrelation tests of second order, AR (2), and validity of the instruments (Hansen) reported in 

Table 2 indicate non-rejection of the null hypothesis in all the estimated models. Hence, they do not 

have second-order autocorrelation, and the set of instruments is valid. 

Table 2. Results from the FE model and Dynamic GMM Panel model 

  Dependent variable: Ln_IWSP 

 

FE model   Dynamic GMM Panel model 

 
Model 1 Model 2   Model 1 Model 2 

Intercept 4.45321*** 4.47328*** 
 

4.1125*** 4.2898*** 

LnIWSP(t-1)    0.6832***    0.7538*** 

LnSBTC/GVA 0.20687*** 0.21058***  0.22547** 0.23512*** 

LnIT/GVA       0.06478       0.05254 
 

      0.08984     0.08951 

HL      -0.09025*      -0.09358** 
 

     -0.08987*    -0.09325** 

LnGFCF/GVA       0.08847       0.08054 
 

      0.07587     0.07994 

LnFDI/GVA       0.10254** 0.11547*** 
 

0.12947**     0.11574** 

LnRevenues/GVA       0.25328       0.23129        0.20547     0.21687 

LnLP 0.10547*** 0.12004***   0.14787** 0.14321*** 

Crisis dummy 2011       0.17058         0.19325  

Crisis dummy 2012       0.19602         0.18027  

Crisis dummy 2013       0.07328 
  

      0.09547 
 

R-Squared 0.94358 0.92587 
 

  

F-test (p-value) 7.52478e-023 6.58741e-021 
 

  
Breus-Pagan test (p-
value) 1.25987e-049 1.15478e-046 

 
  

Hausman test (p-value) 0.009625 0.009947 
 

  

Instruments    7 7 

AR (2)    0.3158 0.3801 
Hansen test 

   
0.8458 0.8598 
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Note: ***, **, and * denote statistical significance at the 1%. 5% and 10% level of significance, respectively. 

Source: Authors’ estimations. 

 

We observe that the SBTC approach is responsible for the formation of the wage gap in the 

Portuguese service tradable sector.Indeed, investments in R&D provoke a significant increase in this 

wage gap: ceteris paribus, the increase in the SBTC/GVA ratio of 1% causes an increase in the wage 

gap of 0.21% or 0.23%, depending on the model considered.Also, important variables that favor the 

wage premium of skilled workers are FDI and LP. In turn, the Skilled-labor Supply, HD, contributes 

negatively. 

Results in Table 2 indicate that the lagged wage inequality index is statistically significant at 

the 1% level in both models with parameter estimates ranging from 0.6832 to 0.7538. This result 

reflects the highly persistent nature of within-sectors wage inequality. The dynamic GMM system 

estimation results imply that wage inequality has a significant and slowly changing component. Hence, 

it can be argued that static formulations may be misspecified and inconsistent. Following this line of 

argument, it can be inferred that the preferred formulation for the wage inequalityshould be the one 

including the lagged inequality measure in the explanatory variable set. 

 

Conclusions 

There are few studies that focus on the formulation of the wage gap between skilled and 

unskilled workers in tradable services sector of the countries. By looking at the Portuguese tradable 

services sector for the period between 1995 and 2016, results clearly indicate that the SBTC 

explanation is the main driven of the observed wage gap. Moreover, foreign direct investment and 

labor productivity also affect positively the wage gap, while skill-labor supply serves to reduce this 

differential. 
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Environmental Policies 

 

 

 
- Environmental and economic benefits from the use of biodiesel  

 

- Application of the bio-stimulants in the ecological food production 
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Abstract 

Due to limited quantities of oil, for which the procurement of significant financial resources is 

separated, the need for using alternative fuels has recently been increased. Biodiesel fuel is used for 

driving diesel engines and is made from animal fat, vegetable oils and used edible oils, which are often 

encountered as waste materials. The production and use of biodiesel fuel are particularly important in 

terms of environmental protection. As the most profitable culture for the production of biodiesel fuel is 

considered oilseed rape, and because there are good conditions for the production of oilseed rape, the 

production of biodiesel fuel does not indicate that the production of oilseed rape for agricultural 

production will be reduced, which is one positive socio-economic progress. 

 

Keywords: biodiesel, environment, oilseeds 

 

 

 

 

Introduction 

Biodiesel is an alternative to conventional diesel, biodegradable and environmentally friendly. 

In some EU countries, biodiesel is already present in fuels (in a certain percentage), and some vehicles 

can already drive up to 100% with biodiesel. The raw materials for the production of biodiesel are oil 

crops and used (waste) edible oils as well as fats. 

Biodiesel is produced by a chemical process called transesterification in which glycerol is 

separated from fat and vegetable oil. The process gives two products - methyl ester (chemical name for 

biodiesel) and glycerin. Glycerin is a valuable by-product that finds great application in the 

pharmaceutical, cosmetic and other industries. Biodiesel is referred to as "alternative fuel" in US 

federal law and is registered with the Environmental Protection Agency as a fuel and fuel additive. The 

biodiesel market is expected to grow from several hundred million gallons a year to more than billions 

of liters per year by 2023. 

 

 

Ecological benefits from using biodiesel 

By using biodiesel fuel, the emission of exhaust gases is cleaner by 50%, with reduced amounts 

of carbon and nitrogen oxides. 
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Biodiesel has almost no sulfur (<< 0.001%), phosphorus and lead, the amount of carbon black 

in the exhaust gas is less than 50%. During the production process there is no negative impact on the 

environment. This fuel is completely biodegradable. It has a high ignition point (~ 150 ° C). There are 

no harmful effects on health and no harmful reactions. The exhaust gases from biodiesel do not have 

an unpleasant smell and are without CO236 emissions. 

 

Impact on the operation of the diesel engine 

Biodiesel burns more efficiently, that is, creates fewer sprays and sludge in the engine. It has 

excellent lubricating properties and contains a certain amount of glycerin. It increases the lubrication 

properties by 65%. It reduces the wear of pumps and high pressure engines, and thus the engine will 

have a longer service life. Biodiesel is hygroscopic - it draws water. 
 

Economic advantages of production and use of biodiesel 

For biodiesel, foreign currency payments for import of oil are not used, and the state thus 

financially strengthens and can be reallocated for other purposes. The production of biodiesel opens 

thousands of jobs. The production of oilseed rape enriches the soil and increases the yield of 

monocultures. Waste produced from the production of oilseed rape for biodiesel is a quality animal 

feed. In unused (contaminated) land along the roads it is possible to grow oilseed rape for production 

of biodiesel. Distribution of biodiesel is possible with the existing infrastructure37. 

 

Biodiesel characteristics 

Biodiesel is a renewable fuel (renewable energy source) that can be produced from algae, 

vegetable oil, animal fat or from recycled restaurants. It is biodegradable, non-toxic and usually 

produces about 60% less carbon dioxide emissions throughout its lifetime. This is because during a 

plant's growth a certain amount of carbon dioxide is taken from the atmosphere in a process called 

photosynthesis. Biodiesel is generally more expensive to buy than normal fossil diesel fuels, but this 

difference may disappear due to economies of scale, rising fuel prices and tax incentives by states. In 

Germany, for example, biodiesel is generally cheaper than the normal diesel fuel station that sells both 

fuels38. Biodiesel is used by millions of car owners in Europe, especially in Germany. With a market 

share of nearly three percent of the German diesel fuel market, biodiesel has become the second largest 

alternative fuel and the use of this fuel will surely increase. The content of sulphide in biodiesel is 

almost negligible (<0.001%). In addition, biodiesel is easily biodegradable and does not pose a risk of 

contamination of soil and groundwater in case of a major failure or accident. 

Biodiesel is also used for many non-motor applications, such as solvents and paint removal 

agents. This fuel has a significantly higher flammability point than ordinary diesel (over 160 ° C). This 

means that the risk of ignition during transport, storage and use is considerably lower than for 

conventional diesel fuels.39 

                                                           
36 Damir Šljivac, Zdenko Šimić: „Osnove energetike i ekologije“, „Dopunski izvori energije“, predavanja, ETF Osijek, 

2004. – 2007. godine 
37 Lajos Jozsa: Energetski procesi i elektrane, udžbenik ETF Osijek, 2006. godine  
38 EU RES Export Masterplan 2002 
39 Udovičić, B., "Energija i izvori energije", Građevinska knjiga, Beograd, 1988.  
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Biodiesel has a reduced level of polycyclic aromatic hydrocarbons (PAHs) and nitro-

polyaromatic hydrocarbons, identified as potentially cancer-causing substances.40 Biodiesel is a much 

better lubricant than normal diesel fuels and prolongs the life of the engine. 

 

Conclusion 

The use of biodiesel fuel is an important factor that contributes to the preservation of the 

environment, as it reduces harmful gases and achieves significantly lower greenhouse gas balance. 

Also, biodiesel fuel is biodegradable, reducing the risk of environmental pollution. Biodiesel fuel in 

the process of production and distribution is not dangerous for any criteria, it is not flammable, it is not 

harmful to health and it is not dangerous in terms of water and air pollution. Based on the above, it will 

certainly need to be introduced as fuel for diesel engines, and according to the EU model (by mixing a 

certain percentage of biodiesel and normal diesel fuel), the mandatory use of biodiesel as a fuel for 

machinery working in the area of excavation and abstraction of wells in the area of protected areas 

should be legally regulated. 
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Abstract 

Due to the need to produce as much food as possible and at the same time to reduce the use of 

artificially produced chemical substances that promote the growth, development and production of 

plants, the use of biostimulants in plant agricultural production is more environmentally and 

economically feasible. 

Biostimulants are chemical compounds that regulate physiological and biochemical processes 

in plants. They are organic, mineral or complex organo-mineral substances, which applied in very 

small concentrations exhibit high physical activity. They can synthesize themselves in the plants in 

biosynthetic processes and they are called endogenous biostimulants or they can be applied through the 

soil or foliar as exogenous biostimulants. According to the function they perform, they can be divided 

into activators and inhibitors. 

The most prominent groups of biostimilants are: auxins, gibberellins, cytokinins, ethylene, etc. 

 

Key words: biostimulants, physiology, food, chemical substances 

 

 

 

Introduction 

The "National Strategy for Sustainable Development" requires not only verbal and declarative 

support, but also concrete operational-applicative relevant projects, scientifically supported in the 

world and confirmed in our conditions in practice. Such approaches, of course, exist but not enough. 

Therefore, it is necessary to engage in self-initiative efforts for even greater revival of the national 

strategy for sustainable development. Action should be through projects strictly professionally in the 

respective scientific areas where there is competence that will give a modest attachment. A greater 

range of actions will mean faster and more frequent integration into the Euro-Atlantic structures, which 

is also the topic of this scientific-expert counseling. 

Sustainable development encompasses several areas, including agricultural production, all 

areas ranging from agricultural production, technical and technological processes, environmental 

protection, regional and local development, and of course the economic aspects of all areas. All listed 

areas are complementary through the prism of sustainable development. In the agrocomplex, i.e. 

agricultural production, several specialties are complementary which complement and make its 

development or stagnation dependent on how successful it is, in this context, the sustainable 

development in a positive or negative connotation. 
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Starting from the fact that every specialty of agronomy depends on its development, knowledge 

of the laws of action should be more or less put into a certain factor both for the promotion of 

agricultural production and for sustainable development. Starting from this point of view, we consider 

that we will give a small contribution to the influence of a little known substance, i.e. matter in plants, 

and with great physiological and biological importance of special importance for the plants, which are 

the plant biostimulants. 

 

Meaning of biosimumulators in the physiology of plants 

We can write a lot about plant biostimulants, but on this occasion we will point out only some 

points that are most significant, but before that we emphasize that the plant biostimulators today in all 

developed agrarian countries have deep scientific knowledge and regular application together with the 

regular controlled application of mineral and organic fertilizers.  

Biostimulants have a strong influence in physiological and biochemical processes in plants, of 

course they are in coordination with other substances and processes with a strong effect among which 

enzymes, vitamins, nucleic acids, nucleotides, and others. 

Plant biostimulants in the wider sense of the word are essentially organic substances that in 

small but sufficient quantities help, inhibit or alter some physiological processes in the plant. They are 

created in plants, but only in certain places, and then they are dislocated elsewhere in the plant where 

there is a need for it. 

 The chemical constitution of the matter of numerous biostimulants is known. First of all, we 

emphasize that all plant biostimulants in older literature are named as phytohormones. Significant is 

the knowledge that these substances coordinate all the processes that take place in the organs of plants. 

These substances are synthesized by themselves and in the literature they are found later as plant 

hormones. 

There are numerous successes in the science of plant hormones, including the determination of 

their chemical structure and the direction for their synthetic production. Different plant hormones with 

specific action have been detected, so some scientists call them "a substance that forms organs in 

plants", etc.. 

We would not engage in the details of the chronological development of this subspecial chapter 

in the physiology of plants, it is not the goal now.  

In the further presentation of this matter, we will only retain the fifth group of plant regulators, 

which are stimulants of growth, plant organs, vegetative development and impact on quality and 

quantity of yield. Except for this group of plant biostimulants there are four more for which it will be 

spoken at another occasion. 

Chronologically, the oldest plant biostimulants are auxins. These substances not only stimulate 

cell division, but also help the growth and development of the plant. 

The occurrence of branching in the plant, the occurrence of callus after cross-sections and 

clumps, the appearance of adventive roots, etc. all this is the result of the activity of auxins. This means 

insufficient auxins in the plant reflects the under-performing of these processes. We note that plants 

with biochemical processes create natural auxins, but fortunately or unfortunately the organic industry 

in the field of organic matter determining the chemical composition of auxins has been able to obtain 

synthetic auxins. In practice, there is more, a typical example is the famous "Tomatin", but we can 

immediately point out that inadequate application of auxins is reflected with negative consequences 

because it is a "double-edged sword," that is, they can inhibit the physiological process. For the first 

time, auxins were discovered from Vent 1928 in an experiment, and then Kegen proved two types of 
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auxins with the gross formula C18H32O2. Furthermore, these substances chronologically appear with 

other species with other names, among which heteroxins, where chemically is beta-indole acetic acid, 

are derived from phytohormones of non-aquatic origin with a similar effect under various trade names, 

but with a determined chemical constitution which is very important for the connoisseurs of this matter 

and application. 

In the world in developed agrarian countries, biostimulants have wide application in all 

possible processes, and in order to exploit the genetic potential of the plant, of course, under favorable 

other production conditions, among which climate and agro-technical. A wide range of applications 

have: gibberellins, cytokinins, abscisic acid, and others. When we mentioned plant stimulators and the 

genetic potential of varieties of plants, let's emphasize that we are evidently still far from the practice. 

 

The impact of biosmitals on yields and eecological food production 

When it comes to yields from agricultural crops and their quality, in most regions, our yields 

are very low and unsatisfactory. Numerous causes are, but we must narrow the circle of causes, of 

course, if it is in the domain of the subjective factor. We are convinced and there are founded 

assumptions that we can significantly improve the situation. One of the priority tasks is the proficient 

selection and implementation of scientific knowledge in the world, but not improvisation as we have 

examples. For this purpose we should first have our selected original knowledge with the so-called 

applied research introduced by the world science and practice. We must have basic knowledge. 

Unfortunately, in some areas we are prevented from this task due to financial problems in performing 

the experimental part. The basic knowledge is important because the imported substances 

(preparations, fertilizers, biostimulants, etc.), only with the guidance of the manufacturer for 

application is insufficient and possible inadequate successful operation in our conditions. Therefore, 

numerous errors and damages have been reported, for example, several years ago, with the application 

of the "Etrel" biostimulants for maturation of tomatoes applied in some of our garden areas. 

In today's agricultural production, we are facing open problems, including: poor quality seed, 

poor resistance to low temperature plants, poor drying resistance, as was the case with the "big drying" 

of wheat in some of our significant cereal regions, Ovchepolie and others . Unfortunately, the details 

are still not examined and determined until the end even though there was an initiative for expert 

analysis, but there was not enough hearing from individuals, entities and institutions. 

For all of the examples mentioned in the negative connotation, it is necessary organized, and 

not partially, to study the causes of experts who are competent for the problem and to give a correct 

answer to the practice. Again I will return to the catastrophic consequences of the so-called. "Drying 

the wheat". For this problem a partial commission was formed by the line ministry that gave us an 

incomplete answer to the problems because the problem is interdisciplinary. That question remains to 

be resolved. For the sustainable development in the agricultural field, the selection of plants and 

genetics can be contributed by contribution, but only if more complex approach to the creation of new 

varieties is possible, only by teamwork in which physiologists, agrochemists, biochemists and 

caregivers should participate in addition to breeders and geneticists gives a well-founded assumption 

for stable and affirmative results that the practice will accept. On this occasion, I would pose a 

question to cereal breeders: what is the extent of the abscid acid content in the varieties and I 

immediately stress that this acid is one of the plant biostimulators that have a great impact on the 

resistance of drought to drought. 
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Conclusion considerations 

A wide list of plant biostimulators received in the world and applied in practice in many 

countries. In the recent years in the technological procedure for obtaining plant biostimulators, 

emphasis is placed on obtaining them not with synthesis in the industry in which there is a hormone 

basis, but biostimulators obtained by an extractive procedure. These are the latest findings that bring 

even greater prosperity to the efforts for sustainable development for agriculture. These findings have 

not led us to apply for these new plant biostimulators in our country. Therefore, preliminary surveys 

with some cultures are set up and we assume that they will find application in our agro-economy. 

These are the so-called. "Biological experiments". The first data on the results obtained in 2003 with 

biological experiments we conducted with modest means are reliable. 

In the chemical composition of the latest biostimulators includes: proteins, polysaccharides, 

amino acids, vitamin complex, nitrogen in its forms, potassium and microelements. They do not 

contain synthetic hormones. The spectrum of their activity in plants is broadly based on the greater 

adaptation of plants to the given soil climatic conditions, resistance to adverse climatic factors, stress 

resistance and more successful growth, development, quantity and yield quality. 

The next activities for the application of biosimulators are their legalization, that is, the 

decision for legalization in a separate list, since the biostimulators do not fall into preparations, that is, 

pesticides, but in "biostimulators" in which organic non-toxic substances and chemicals are 

incorporated biogenic elements. For this purpose, in our opinion, the procedure should proceed in the 

same manner as for the legalization of preparations (pesticides) and mineral fertilizers, specifically: 

obligatory examination of physical-chemical properties and their comparison with the certificate, but 

also a biological test of selected crops, and with in order to have established initial knowledge of their 

action. 
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