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ABSTRACT: Small and medium enterprises represent a very important segment of the national economy of
developed countries. Republic of Macedonia is not an exception on this, where bigger number of the business entities
comes under this category. The situation is reflected on the forestry sector as well, within which many SMEs offer
their services to the Public Enterprise Macedonian Forests. The forest sector can secure work of the small and
medium enterprises as: collecting, trading and processing of non-timber products, tourism and providing of
recreational services, wood processing (sawmills); production of furniture and providing of services for performance
of the forest harvesting services of cutting, hauling transport and transport of timber. The paper uses analysis of
secondary data (both qualitative and quantitative data). The data are further rely on content analysis of the contract
signed between Public Enterprise Macedonian Forests and small and medium enterprises for the period of 2010 and
2011. Thus, the main goal of this paper is analysing the number of contracts between SME's and PEMF and the
amount of money within that contracts in 2010 and 2011. The results have shown that 278 SMEs have signed 880
contracts with of around 1,7 billion denars for performing of forest harvesting and silviculture services. Taking into
consideration the number of small and medium enterprises that provide services within the forestry area and
according to the financial means allocated for their services, the provided analyses imply on good conditions for the
small and medium enterprises work and their functioning in the country which has a good implication on the forestry
and on the overall economy of the country, as well.

Keywords: forestry, forest services contracts, wood cutting, logging and transport of timber, PE “Makedonski Sumi”,

forestry sector employees.

1 INTRODUCTION

Small and medium enterprises (SMEs) represent a
very important segment of the national economy. They
secure employment and offer services on the market,
influencing the economy’s growth. In Macedonia the
SMEs has quite expanded in number due to the
globalization and changing the system of the country.
According to the State Statistical Office its number has
reached around 99,75% of the business entities within the
last two decades of the country’s independence. [6]

This number counts the SMEs that provide forest-
harvesting services, as well. Their field of acting
decreases as a result of the forestry activities separation
from the one of wood industry and fisheries. The Public
Enterprise ~ “Makedonski ~ $umi” (PEMS),  with
governmental support, decided to decrease its activities
making possibilities forest utilization services (cutting,
hauling transport and transport of timber) to be conducted
by private companies. The forest-harvesting SMEs, as
positioned at the beginning of the forest sector network,
assuring supply of technical and fire wood, which is
necessary for functionality of the network. Forest
harvesting SMEs are considered as essential actor of the
forestry sector.

2 MATERIALS AND METHODS

The main goal of the paper is to identify the role of
the PEMS in development of SMEs that provide forest-
harvesting services. The analysis considers the contracts
signed between the SME provide forest harvesting
services and the PEMS. With aim to create
comprehensive picture of the role of PEMS, it further
looks at the forest harvesting services (cutting, hauling
transport and transport of timber) identifying the total
number of the SMEs, the contract values according to
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different stages (cutting, hauling transport and transport),
and the total value of the contracts.

In this regards the paper uses analysis of secondary
data, analysis of both qualitative and quantitative data
(Neuman 2006, Bryman 2008, [7,8]). The main data
collected are based on the content analysis of the contract
signed between PEMS and SMEs for the period of 2010
and 2011. Additional data are collected from the archive
of the PEMS administration office. According to the data
availability (or access), various sources are used for these
purposes, such as: contracts published online by the
Public Procurement Office, Analysis of the work of the
PEMS for 2010 and 2011, based on the data published on
the internet sites of Central Register Office of RM,
Statistical Office of RM. Additionally, consultation with
representatives of the relevant policy actors has been
done. This included consultants, Forest Faculty
professors, PEMS top-level managers, all relevant for
forest entrepreneurship issues in order to obtain
comprehensive understanding of the status and situation
of SMEs that provide forest-harvesting services.

3 RESULTS

3.1 Public enterprise “Macedonian forests” (PEMS)

On December 15™ 1997, the Government of Republic
of Macedonia (RM) brings a decision for establishing the
PEMS. It will officially start with the working activities
on January 7" 1998 as a legal successor of several
forestry units until than independently managing the state
forests. [7]

The PEMS will inherit the forest management of state
forests as a main business activity, ending up with of
840.897 ha [2], or 93, 78% of the state forests in RM
today.

Until the year 2000, the PEMS was responsible for
conducting the harvesting activities (cutting, hauling
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transport and transport of timber) in state forests. In 2000
the PEMS in coordination with the Government of RM
decides to privatize these activities. These PEMS
decisions contribute for establishing large number of
SMEs offering forest-harvesting services on the market in
RM. As results of this each year PEMS signed large
number of contracts for realization of forest harvesting
services for cutting, hauling transport and transport of
timber with SMEs register for forest harvesting activities.

3.2 Public procurement contracts

The changes in the Law for public procurement [9]
the PEMS is obliged all contracts for doing harvesting
services to be done with engagement of private
companies through public listings. According to the data
from the PEMS administration office, 200 SME signed
contracts for doing harvesting operations, every year. The
data show that these SMEs are mainly micro (family)
businesses with small number of employees. The paper
analyses 855 public procurement contracts signed during
the period of 2010 and 2011. These contracts are
published on the official web page of the Public
Procurement Office within the frameworks of the
Ministry of Finance of Macedonia.

Analysis of the Public procurement Listings/calls.
Every year, PEMS announces public procurement calls
for tenders on execution of various forestry services and
continuous execution of the production process. Based on
these listings of public procurement and related to the
performance of forestry services, PEMS has engaged
large number of forest private harvesting companies.
These listings present all physical and legal persons who
fulfill the conditions stipulated in the public
announcement. They submit their offers to the PEMS
which later chooses the most favourable offer and signed
an contract with this physical or legal person for one year
or until they complete their contractual obligations.

In 2010 and 2011, PEMS have signed contracts for
cutting, hauling and transport on the basis of six
announcements for public procurement. Based on these
six public procurement announcements, PEMS have
signed a 855 contracts out of which 576 contracts have
been signed in 2010 and 279 contracts in 2011.

In Table I present the amount of signed contracts by
announcements over the past two-year and their
estimated and realized value.

Table I: Chronology of Public listings according to
signing the contracts

The Value of Value of the % of

procurament signed estimated
with VAT Contracts with value
VAT

Date of Total %
Year the| signed of all
Procurament | Contracts |Contracts

i 2 3 4 b 6 7

11/17/2009 389 67.5 702,356,324.00 583,638,392.00] 83.1

2010 5/10/2010 166 28.8 239,077,877.00 181,299,495.00 75.8

7/20/2010 21 3.6 97,206,276.00) 83,175,694.00 85.6

Total 576 100.0| 1,038,640,477.00| 848,113,581.00] 81.7

11/18/2010 188| 67.4 802,430,049.00 568,730,042.00 70.9

2011 4/4/12011 89 319 289,699,979.00 199,323,146.00| 68.8

9/1/2011 2| 0.7 9,281,880.00] 7,598,482.00 819

Total 279 100.0| 1,101,411,908.00 775,651,670.00 704

The results shows that most of the contracts for 2010
were signed with the public procurement announcement
from November 2009, with this call 389 contracts have
been signed although they were valued at 702,356,324.00
denars, bids reached a value of 583,638,392.00 denars,
which was 83.1% of the estimated value.

ISSN 1857-9507 on-line: www.sf.ukim.edu.mk/sumarski_pregled.htm
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On 10.05.2010 was published another public
procurement announcement for new contracts. These
contracts were signed within the period of the following
four months, starting from 21.07.2010 when the first
contract has been signed in this announcement, until
23.11.2010 with signing the last one. This announcement
has been valued at 239,077,877.00 denars and 166
contracts have been signed with value of 181,299,495.00
denars, which represented 75.8% of the appraised value.

The practice for each stage of signing a separate
agreement creates additional extra activities for the
PEMS administration. The submission of big in number
necessary documents creates additional difficulties for
administration office, contributing the entire procedure to
be more complex, more expensive and slower. This in
conditions of work in the forest with seasonal character
can negatively reflect on the production volume.

Recognizing these issues, the public procurement
announcement published on 20.07.2010 made a
simplification of the procedure for application of signing
only one contract with each company for performing
services of several phases instead of signing contract for
each working phase separately with one company. This
reduction of the total amount of contracts resulted in
saving time and money of both contractual parties. The
simplification of procedure has resulted with signing only
21 contracts, based on the announcement 07-1528 /
2/2010, where most of which were for performing
services for more than two phases. These contracts
needed relatively short period to be signed in, where from
06.09.2010 until 12.10.2010. Although they were valued
at 97,206,276.00 denars, they reached a value of
83,175,694.00 denars, which was 85.6% of the appraised
value. Anyway, this way of signing has been assessed as
a very practical, so the majority of the contracts signed on
the basis of all subsequent notices were to perform
services for more than two stages of the forest
management process.

With the announcement from November 2010 188
contract have been signed. This represented 67.4% of all
contracts for the conducting forest-harvesting services for
the phases of cutting, hauling transport and transport of
wood assortments, which is almost identical percentage
as in the previous year. The total value of this
announcement  has  reached agreements  worth
568,730,042.00 denars, which was only 70.9% of the
estimated value of 802,430,049.00 denars. Signing of
these contracts took a relatively longer period, where
from 25.03 until 18.10.2011, when the last contract was
signed.

In 2011, the first announcement for public
procurement was published on 04.04.2011, registered
under the number of 07528/2/2011. This announcement
has been estimated on 289,699,979.26 denars. However,
the total value of the 89 contracts signed under this
announcement reached a value of 199,323,146.00 denars,
which was 68.8% of the estimated value.

In September 2011 additional announcement was
published, registered under the number of 07-
1121/2/2011. With this announcement 2 contracts have
been signed. They have been valued at 9,281,880.00,
denars, but have reached a value of 7,598,482.00 denars,
or 81.9% of the estimated value. The Fig. 1 below gives
clear picture that as a result of the lower value of the
offers, the signed value for the contracts in both years
was less than estimated. The value of contracts signed in
2010 amounted to 848,113,581.00 denars, which was
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81.7% of their estimated value in that year amounted to
1,038,640,477.00 denars. In 2011 the difference between
realized and estimated value of the contracts was even
greater because of the estimated total 1,101,411,908.00
denars they reached a value of 775,651,670.00 denars,
which was 70.4% of their estimated value.
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B0 000.000.00
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Figure 1: Estimated and realized values of the public
listings

Structure and value of the contracts. Simplifying
the procedure for contracts has led in 2011 to be sign
51.6% less contracts compared to 2010, although the
value of the contracts was reduced for 8.5%. The
following Table II gives a tabular representation of the
number of signed contracts and their total value at the
stages of the manufacturing process.

Table I1: Number, structure and total contract values

2010 2011

Phase S Contracts values S Contract values

= % (in denars) % St % (in denars) %
S S

1 2 3 4 5 6 7 8 9
Cutting 185( 32.1] 217583526.00( 25.7 13| 47] 18,301,906.00( 24
Hauling ransport [ 201| 34.9| 250,478,996.00( 29.5| 26| 93| 36,142,565.00| 4.7
Transport 177] 30.7] 309,978,607.00 36.5 71| 254] 152,434,359.00 | 19.7

Cutting / Hauling 3[ 05
Cutting / Transport 1] 02
Hauling / Transport 3] 05

Cut./Haul./ Transp. 6| 10
Total 576

12,187,346.00[ 14 70| 25.1) 160,673,231.00 | 20.7]
1,773,139.00{ 02 7] 25 3807550400 49
5450,02400] 0.6 9 32[ 27576831.00( 3.6

50,661,943.00[ 6.0 83| 29.7) 342,447,274.00| 44.1]

848,113,581.00 279 775,651,670.00

The Table II shows that in 2010 only 563 contracts
has been signed to perform only one stage services while
for performing more than two stages services only 13
contracts were signed. Out of the contracts signed in this
year, 201 contracts were for hauling transport phase, or
34.9% of all contracts, 185 contracts were for cutting
phase and 177 contracts were for signed for obtaining
transport services.

As compared to the previous year, typical for the
contracts signed in 2011 is that out of 201 made
contracts; only 13 were signed for performance of the
cutting phase. 83 contracts, or 29.7% of the total were
signed for performance of all three phases, while only 7
contracts or 2.5% of the total were signed for
performance of the phases of tree cutting and transport
(Figure 3).

Analysing the value of the contracts by phases in
2011, the contracts made for all three phases have the
highest value. The SMEs that have signed these contracts
gain 44.1% more, compared to the total value of all
contracts signed in 2011. Oppositely the SMEs that
applied only for cutting phase, gain the lowest value or
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only 2.4% of the total value of all contracts.

Figure 2: Number of signed contract according to phases

600
500 —
400 +—
H for ane stage

300

H for more than

i two steges

2011

200

100

o
2010

Figure 3: Contract ratio according to number of phases

Number of SMEs providing forest harvesting
services. Every year PEMS signs contracts with SMEs to
carry out forest harvesting services. With some of these
companies it signs more than two contracts, which is the
reason why the number of signed contracts is greater with
respect to the number of SMEs that have been engaged
for performing the needed services. In 2010 PEMS has
engaged 213 SMEs, where the total number of contracts
signed was 576. While in 2011 PFMS has engaged 194
SMEs with which has signed 279 contracts. If we take the
year 2011 with comparison to 2010 the number of SMEs
that have signed contracts with PEMS for forest
harvesting services in phases has decreased by 8.45%,
which corresponds identically to the percentage of
reduced value of the contracts signed in 2011.

Table III presents the contracts number of enterprises
in year 2010 and 2011 which have been engaged by the
PEMS for carrying out forest harvesting services, with
the value of contracts the companies signed per forest
harvesting phase.

The Table III below shows that the companies with
contracts signed for doing all three phases were the most
in number. This is presented and visually with the Fig. 4,
below. In 2010, PEMS have signed 78 such three phases
performing contracts or 36.6% of the total number of
contracts. In 2011 the number of contracts signed for
performance of all three phases has increased to 84, at the
same time increasing the percentage up to 43.3% of the
total contracts signed in 2011.

Fig. 5 shows that in 2010 and 2011 the contracts
signed for three phases not only that were the most
numerous, but they were the most worthy contracts as
well. The value of these contracts has reached
489,061,340.00 denars in 2010, which was 57.7% of the
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total value of all contracts for that year, unlike in 2011
when their value dropped to 415,044,378.00 denars, as
53.5% of the value of all contracts of the same year.

Table I11: Number of SMEs according to phases and
contract values

2010 2011
Noof Contract values Noof Contract values
Phase SVES according to SVES according to
accordin| % % |accordin| % %
0 phases " phases
philses (indenars) phgases (in denars)
1 2 8 4 5 6 7 8 9
Cutting 11] 52| 22.222,188.00] 2.6 8| 41| 15512,327.00| 2.0
Hauling transport 18 85| 34,320,200.00{ 4.0 12| 62| 22104,175.00( 2.8

Transport 40| 18.8| 73,851,798.00] 8.7 37| 19.1| 116,112,457.00 | 15.0
Cutting / Hauling 47] 22.1] 162,775,245.00] 19.2 41] 21.1] 139,358,024.00 [ 18.0
Cutting / Transport 10| 4.7| 35814,656.00] 4.2 7| 36| 40,862,564.00| 5.3
Hauling / Transport 9| 42| 30,068,154.00{ 35 5| 26| 26657,74500[ 34
Cut./Haul. / Transp. 78| 36.6 489,061,340.00] 57.7 84| 43.3| 415,044,378.00 | 53.5

Total 213 848,113,581.00 194 775,651,670.00
w2010
m 2011
W 2010
m 2011

Figure 5: Contract value according to phases (in million
denars)

However, despite the fact that the contracts signed for
the hauling transport phase appeared in the smallest
number, the contracts signed only for the phase of cutting
appeared to have the lowest value. Their contracts in
2010 had a total value of 22,222,188.00 denars or 2.6%
of the value of all contracts, while in 2011 only
15,512,327.00 denars, which was only 2.0% of the total
value of all contracts in the same year (Fig. 4).

Comparing the SMEs, based on the contracts signed
for different number of phases, it can be noticed that the
number of SMEs that performed services in all three
phases, has increased in 2011 at the expense of the
companies that perform services of one or two phases.
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Thus, the percentage of forest harvesting SMEs that
perform forest harvesting services for all three phases of
36.6% in 2010 increased to 43.3% in 2011, while the
percentage of companies that carry out forest harvesting
services and one of two phases has been reduced from
32.4% to0 29.4%, from 31.0% in 2010 to 27.3% in 2011.

0
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SMEs®; contractsin % SMEs % contractsin %

Figure 6: Ratio between SME and the contract value
according to the phases

Fig. 6 presents the percentage ratio between forest
harvesting SMEs that perform one, two or three phases,
and the percentage difference in the value of their
contracts.

Many of the SMEs have signed contracts for
performing services of different phases. In 2010 67.6% of
forest harvesting SMEs and 70.6% in 2011 signed
contracts for performing services of several phases. Table
IV presents that the number of forest harvesting SMEs
that have signed contracts for the phases of cutting,
hauling and transport, as well as the total number of
contracts that individually or in combination with another
phase was included in any of the phases.

Table IV: No of SMEs that have signed contracts for any
of the three phases

2010 011
Phases
T s | % | | o | %
Contract Contract
1 E ' s| 6 |7 3 9

Cutting 195 (339 146 85| 173|620 140 1.2
Hauling A3 (370 152 714) 188|674 148 132
Transport | 187|325 137 643] 170|609 133 68.6

In Table IV, the most in number forest harvesting
SMEs for both years have concluded contracts that
included only the phase hauling individually or in
combination with other phases. In 2010, 152 forest
harvesting SMEs, or 71.4% of SMEs with contract
including the phase hauling individually or together with
another phase, have signed 213 contracts. For all three
phases 78 forest harvesting SMEs have signed a contract
for carrying out services, 47 forest harvesting SMEs have
signed a contract for carrying out the cutting phase, 18
have signed a contract for hauling phase and 9 forest
harvesting SMEs have signed a contract for transport
phase (Table IV).

For performance of cutting phase 146 forest
harvesting SMEs or 68.5% of the total SMEs have
concluded contracts, while PEMS have concluded
contracts with 137 forest harvesting SMEs for carrying
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out services for the transport phase or in percentage even
64.3% of the total SMEs with whom PEMS in 2010 have
signed contract for performing forest harvesting services.

450
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Ernterprise

Tatal contracts Tatal
Enterarise
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Figure 7: Total SME versus contracts signed according
to phases

The ratio was similar in 2011. As in the previous
year, large number of forest harvesting SMEs has signed
contracts that included hauling phase separately or
combined with other phases. 142 forest harvesting SMEs
signed such agreements. Although this number decreased
by 10 companies in 2011, at the same time the percentage
of companies that perform services in this stage have
increased from 71.4% to 73.2%. In other words, the
number of enterprises with the signed contracts for
performance of forestry services of phase hauling has
been increasing compared to the other forestry services of
production process stages.

In 2011, 140 SMEs have concluded contracts to
perform services for the cutting phase. This represents
72.2% of the total number of enterprises, or compared to
the previous year 6 companies less than the previous
year.

The transport phase, as of the previous phases, has
reduced in the number forest harvesting SMEs. So in
2011 133 SMEs, or 68.6% of the total SMEs, have signed
agreements on service performance in this phase, which
is 4 enterprises less compared to the previous year.

4 DISCUSSION AND CONCLUSION

The data elaboration of this paper shows that the
small and medium forest enterprises in Macedonia can
perform work not much elsewhere available and in that
way affect alleviation of the poverty, in the country. The
fact that more than 90% of the wood production of the PE
“Makedonski Sumi” is done by these enterprises,
confirms that the SMEs improve the livelihood and
secure support in that way. Taking into account the
significant number of SMEs on the market, the number of
contracts that were signed during 2010 and 2011 and the
amount of money spent on these contracts, the main
conclusion drawn can be that there are optimal conditions
for the SMEs existence.

The problems that PE “Makedonski Sumi” faces with,
in connection to the contracts realisation with SMEs,
have direct influence on the Public enterprise’s
production plan realisation. For this purpose, the PE
“Makedonski Sumi” should work on strengthening its
cooperation with the SMEs that offer services in the
forestry area, in order to facilitate their work and to help
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them to cope more easily with the problems related to
performance of their work.

According to the number of small and medium
enterprises that provide services within the forestry area
and according to the financial means allocated for their
services, the provided analyses imply on good conditions
existing for the small and medium enterprises work and
their functioning in the country.

Taking into consideration the many positive features
of the small and medium enterprises as well as of the
entrepreneurship in general, it can be expected that the
functioning of the small and medium enterprises on a
longer time period can provide positive implications on
the forestry in general and on the overall economy of the
country, as well.
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