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Dear Ladies and Gentlemen,

Unlike the previous speaker at this Conference, I would not spend time for presentation of Komercijalna Banka AD Skopje. Among the other materials on the tables you can also find a 2001 Annual Report of Komercijalna Banka presenting many data about operations of the Bank and facts in terms of its position at the Macedonian market as well as at the international financial market.  At the same time, many participants at this conference are familiar with Komercijalna Banka AD Skopje and its position and operation within the banking market.

       
That’s why, in the beginning, let me express my appreciation to EX-IM Bank and United States Embassy for organizing this Conference, and please allow me to extend my best regards to all of you at the Economic Renaissance Conference and to express my hope that the conclusions and the activities after this conference will contribute to the Macedonian economic revival, because this country really deserves it.

Unfortunately, let me at the very beginning emphasize that the so called five minutes in which the Republic of Macedonia was subject of the attention of the international community already passed and Macedonia did not take the full advantage of that position and international attention. By giving the seal of political approval to the new regime in Yugoslavia, foreign investors are more encouraged to invest in Yugoslavia than in Macedonia. The revival of the Yugoslav economy is considered as the key to the economic recovery in the Balkans, which the EU has been promoting through the Balkans Stability Pact. Large number of foreign investments are directed towards Yugoslavia, especially after the political changes in this country, having in mind its more favorable geographic position, its closeness with the EU market, the dimension of the Yugoslav market and its other advantages. As a proof for this in the banking areas, increasing number of foreign respected banks opened its branches or representative offices in Yugoslavia, and that is the same position with foreign investment in other areas in the economy. For this situation and for the missed opportunity we can blame ourselves, for not seizing the advantage of Stability Pact and the Macedonian position within the last 2-3 years. On the contrary, we are dealing with other political issues that negatively influenced the economic growth and uninterested foreign investors for presence in the Republic of Macedonia. However, it was wasted time that could be hardly compensated.

Having in mind the fact that the topic of this part of the conference is the financial sources, at the very beginning, I would like to point out that the conclusion of one of the previous speaker at the Conference is not true, that domestic banks are only distributors of foreign credit lines in the Republic of Macedonia. Namely, the trust in the Macedonian banking sector in the last several years increased from year to year, and that was significantly proved at the end of the year during the conversion of the European IN-currencies into Euro, that extensively contributed to attraction of population’s foreign currency savings, which were kept at home and were directed towards banks. Namely, only three banks that are present here: Komercijalna, Stopanska and Tutunska Banka most likely attracted more than 90% from the entire foreign currency savings at the end of the year 2001. Actually, the “real” banks in the Republic of Macedonia work very hard to restore the confidence of the population in the so-called “real” banks, that significantly influence on increasing the foreign currency savings. At the same time, these banks sustained all impacts that could have consequences on the trust of the population in the banking sector in Republic of Macedonia. I would like to mention that after the problem with the so called “frozen” savings in foreign currencies of the citizens, appeared at the end of 1990, followed events such as: bankruptcy of some private savings banks in the Republic of Macedonia in 1997, the war in 1999 in our nearest neighborhood i.e. Federal Republic of Yugoslavia and Kosovo, the worsening of the political – security situation and the war activities which took place in the Republic of Macedonia in 2001. Besides that the citizens in the first few days of all these crises periods massively withdrew their savings from the banks in the country, the banks answered all the claims of the citizens for withdrawal of their savings and proved that the population can have confidence in the so called “real” banks in the country. As I have already said, the restored confidence in the Banking sector created large potential at the end of 2001 (this potential, beyond our expectations, has insignificantly decreased in the first quarter of this year) so the banks in the Republic of Macedonia have significant domestic resources for financing of profitable projects of well standing domestic companies. But for using this large foreign currency domestic potential other preconditions should be created. Namely, at the time being, the banks in Republic of Macedonia keep these savings mostly on their accounts in foreign banks, and in order to use it for financing of domestic projects, changes in the Foreign exchange law will be needed, which will enable approving of loans in foreign currency in the country, because the present legislation – using of foreign exchange clause in the lending to domestic firms – consequently creates us problems with the National Bank of the Republic of Macedonia regarding the Open Foreign Currency Position of the banks. According to this, there is large domestic accumulation in the Banking sector, and we expect it to grow in the following period, but better system conditions will be needed for its usage.


Additionally I will refer to three issues, and by my opinion their solving can contribute to creation of more favorable working conditions for the Economy and the Banking, as well as accomplishment of entire economic growth in the Republic of Macedonia. As one businessman in his discussion said that they need loans with worldwide interest rates, also in the Banking we need worldwide working conditions, so when these conditions will be accomplished the interest rates will decrease.


I would like to pay the attention to the following three issues:


First, elimination of the political influence on the Economy and the Banking, and promotion only of the healthy competition between the private firms on the market. Namely, the government should only create the general economic conditions, and not daily to interfere in making decisions which have influence in favoring or discriminating certain enterprises and banks in Republic of Macedonia. For an example, there is no tender or public bid in which the government or any government institution is not directly involved by determining import quotas, sharing the import quotas to firms, so called “one man band”, which favorites or discriminates certain enterprises. As an example in Banking (but not referring to Komercijalna banka A.D. Skopje because the public already knows about all those cases of attacks against Komercijalna banka A.D. Skopje, illegal takeover of clients etc.), I would like to point out to all the people present here, to look in their electricity bills which they pay as individuals. Look at your last two bills and you will see that until now you have paid the bills to the Electric Power Company of Macedonia as a depositor of Stopanska banka A.D. Skopje, and the last two bills you will also pay to the Electric Power Company of Macedonia but now as a depositor of Makedonska banka A.D. Skopje. Namely, it is known which political party is behind Makedonska banka A.D. Skopje, who are the shareholders, so called bachelors and drivers which are owners of Makedonska banka A.D. Skopje, and it is known who is standing completely behind the work of Makedonska banka A.D. Skopje. On the other side I didn’t see any tender from the Electric Power Company of Macedonia asking for offers from the banks regarding their services, and at the very end I can’t see that Makedonska banka A.D. Skopje has any comparative advantage compared with Stopanska banka A.D. Skopje, whether it is regarding the branch offices or branches or etc. According to this, I would like to say once again that urgently the political influence on the Economy and the Banking should be eliminated, the healthy competition should come at the surface, and the government should only determine the general business conditions.


Second issue is the fight against corruption, and appearance of unexpected richness of certain prime-ministers, ministers and bearers of the state authority at public functions, its significant decrease and in near future its elimination. In this context the statements of the prime-minister and certain government ministers that the corruption exists worldwide and accordingly, it is normal to have it in Macedonia, are not enough. Namely, although it is correct that the corruption exists in different countries, even in countries like Norway, Denmark, Sweden etc, where according to the “TRANSPARENTS INTERNATIONAL” it exists in very small percent, in our country the corruption of the bearers of the state authority has reached a portion which seriously jeopardizes the future survival of this country. In some books it is already stated that the Mafia in the Republic of Macedonia has its own state. Unfortunately the corruption in our country is incorporated in all the pores of the society and according to my opinion nearly 99% of the population has corrupted sense for responsibility and honesty. In order to confirm this fact, I will take an example from available information related to some of the banks’ clients. Namely, it is about a pharmacy, which has won the international tender in Kosovo financed by EU for sale of medicines. The same firm has a consignment warehouse in Skopje, and in certain circumstances customs authorities sealed the customs warehouse of the firm. More than 10 days after that, none of the customs officers have not made any kind of a control, although the owners of the firm had asked such control to be made and to be determined if there has been any kind of irregularity in work of the firm. But, as I said, the customs authorities have not made the control until the firm owners have been enforced at the end to give DEM 300.000,00 to the Manager of the customs authorities. Even after that, the Manager of the customs authorities gave an order to customs officers to unseal the customs warehouse without making any control. Even at the end, he has said very rude to the owners: “Well, You unseal the customs warehouse by yourselves”, although in any normal state the unsealing of the customs seal is the crime act of the highest degree. Further more, after resolving this question the firm had organized the transport of the medicines to Kosovo and on the cross-border they had been asked by the Macedonian customs officer to give him DEM 3.500,00 in order to let them pass through the customs passing. After short negotiations, instead of DEM 3.500,00 they had paid only DEM 500,00. At the very end, the final police officer had required from them additional bribery of DEM 150,00. 

This is why I am telling this example: last two payments, to the customs officer DEM 500,00 and to the police officer DEM 150,00, are not really large amounts, but this confirms the thesis for enormous corruption in minds of the citizens, the owners of the companies and the bearers of state functions. In other words, from one side, any bearer, even of the smallest state function, considers that just being only a state officer has a right to take a bribery and to be corrupted, so the companies themselves are more often with the thinking, well you know these is much easier to work with - you will pay where is needed and the things will go on. That is exactly why the fight against the corruption will be long-term, but measures must be undertaken at once, even from the basic manners of our children what is ethical and moral. 

Third issue for which I want briefly to talk about is the functioning of the legal state, rule of the law and the equal implementation of the legislation.


In other words, in the practice of the Republic of Macedonia, in these last years there is only formulation for some reforms and laws that are brought into force, and when we look at the laws, we can say that the reforms are carried out on paper. But, there is no equal law enforcement, i.e. for one company is present, and for other company is not. Hence, when we have a different law application we actually do not have law enforcement. In this relation, an example was taken with bringing a new mortgage Law into force, and its content guarantees strengthened rights of creditors. But still as a problem persist, its actual implementation. The process of suing is usually long and most of all subjective i.e. depends on predominantly either the company that is sued is close or not to the government. If the company has close relations with the government or the governing party, then there are no theoretical chances those legal disputes to come into court legal proceedings. For those enterprises that the government is not interested in, and does not appeal as owner, then the law really works. A different law application actually says about absence of legal state. I will only state 2 examples taken from the practice of Komecijalna Banka. 

Three years ago, Komercijalna banka A.D. Skopje sued Makedonija Tabak for not fulfilling obligations towards the Bank. As a collateral the Bank had the administration building of Makedonija Tabak which is one of the fanciest in Skopje and pretty marketable. But as I have already mention, for three years this legal dispute is still waiting for court procedure, and we as a Bank can not realize our right for collection of our loan claims or realization of the mortgage. 

As a second example I will mention the experience with one judge who regardless the existence of an executive court decision for auction of a building which was under mortgage in favor of the Bank, outside of any law, he has brought a new decision and he asked for additional qualification for justifying the claim of the Bank.

In this context I would like to say that the judge does not have the legal right to ask for this as the court case for that matter be considered as closed. The sued side has never lodged an appeal nor has rejected the claim from the bank and all legally due periods have lapsed. Thus the judge does not have any right to ask for additional qualification. This shows the fact that in some cases even the judge’s work against the law. Against this judge we have taken legal proceedings with the legal council of the country. According to this when we have a different usage of the laws i.e. not going along the law, it is normal that as a consequence of this we have enormous increase in the reservations in the bank and at the end we still have high interest rates. Until the legal framework and the legal rights of the creditors are not applied in practice, the interest rates will remain high for the good and bad clients as well. As an example in the above mentioned cases, for which the Bank has taken legal proceedings for its claims to be paid with realization of the mortgages, if the law has been appropriately applied and the Bank has got paid, then the Bank would realize such a large profit for the year, that it would be one of the largest profits for the bank in its history. In this case, theoretically speaking the interest rates on the loans will be equal to zero at the end of the year. However, until we have such a misappropriate application of the law, it is not possible for the Bank to have such a profit which will permanently lower the interest rates.

 According to my opinion these are the three most urgent matters on which we have to work in the Republic of Macedonia. Now that I have revealed all these negative aspects of the business climate in the Republic of Macedonia then it is normal for the representatives of EX-IM Bank to ask the questions: If this is as such, and if all these negative conditions really exist in the Republic of Macedonia, then what will be the role of EX-IM Bank in the Republic of Macedonia. I will try to find the answer. According to my opinion EX-IM Bank has to be present in Macedonia. As a government institution of The United States of America, in its decision-making EX-IM Bank should not be governed only by macroeconomic and economic motives, but sometimes, the decision for presence in a particular country can be made by particular political motives. For me the decision of EX-IM Bank to be present in the Republic of Macedonia in this period has to be based on those political motives. In other words, EX-IM Bank has to support the development of the private sector in Republic of Macedonia and at the same time to gain their own profit because in that way the export of American equipment and raw materials for the Macedonian companies will be provided. According to this, EX-IM Bank should accept certain banks as guarantors for export transactions from United States of America to the Republic of Macedonia. The “real” banks in Macedonia in couple of times, particularly with the crisis in Yugoslavia in 1999 and war activities during the 2001 in Macedonia, have shown strength and accomplished all their payment obligations in foreign relations and towards the foreign banks. This shows that they can be reliable guarantors for the fulfillment of the payment obligations by domestic companies towards EX-IM Bank. In this context, I have to mention that for the last 2-3 years we have been sending written requests to EX-IM Bank to accept Komercijalna Banka A.D. Skopje as a Bank guarantor for export transactions. However, up to now we have not received any reply from EX-IM Bank. I hope that this conference and the made discussions will help EX-IM Bank to decide to accept certain banks from the Republic of Macedonia as guarantors for those export transactions.

Thank you for your attention, 

