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Introduction – Methodology 

 

This dissertation deals with the interaction of politics and economy in the case of 

Greece and FYROM during the last 20 years. It is quite interesting to evaluate the 

political bilateral relations of these two countries from an economic point of view and 

to determine that they are so interconnected that sometimes we cannot distinguish 

them or examine them separately. Behind their political relations there are usually 

hidden economic incentives from both sides. Furthermore, the influence of the 

international environment on the bilateral relations between the two countries, creates 

a more complicated case, especially in the days of globalization and modern politics 

and makes it more indiscernible. On the other hand, politics is the actuating factor to 

create the appropriate environment in order of the economy to flourish. A typical 

example of what I am trying to analyze is the noteworthy improvement in the 

economic sector between Greece and FYROM after the Interim Accord, during 1995, 

which was obviously a positive political progress after the embargo period and the 

diplomatic deadlock. 

In the first part of this essay I will try to organize the political context and the 

beginning of the new balance after the Cold War for the Balkan countries, their 

relations or their effects on Greek reality, as well as the reorganization of Greece’s 

foreign policy. This is a very important part mainly because this is the base of the 

explanation for the historical events that led the two countries in the present situation 

and of course for the deeper understanding of that period’s political-economic-social 

background. Especially after the dissolution of Yugoslavia the balance in Balkans 

changed and Greece was in front of a totally new situation. New established countries 

were shaped next to its borders and new designed policies should be applied for the 

neighbors in order to keep the stability and peace just like the last 40 years. Greece 

was not ready even as a part of European Union to adapt so easy and quick to this 

challenge, so it took some years to smooth both external and internal policies, 

unfortunately sometimes with  plenty of negative reverberations. 

In the second part, there is a political chronology with a timeline order, which 

includes interior policies for both countries as well as their acts in international level. 
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Events, policies and economy stigmatized the political scene of the period mainly 

between 1991 and 2008, until today. From that part of the essay we can clearly see 

that the years that passed were not so easy, although steps have been taken in almost 

every sector of bilateral relations between Greece and FYROM. However the main 

problem is not still essentially solved. There is a general belief that politics of one 

country is the mirror of the society. Just like the two countries are evolving and 

negotiate, it takes time to societies to mature and to reach to the point which they will 

be ready to solve all their problems. Today, political bilateral relations are 

“normalized” up to a point and strong political will is needed in order the name 

problem and all its derivatives to be solved. 

Right after the political part there is the economic part, which is consisted of the trade 

of goods and trade of services relations between Greece and FYROM, Greek 

investments in FYROM and privatization in FYROM. A solid economic relationship 

has been built slowly and efficiently between the two countries for more than 15 

years. Their economic bilateral relations have come a long way: following the early 

tumultuous days of confrontation, non-recognition and the embargo, have grown into 

a prolific and dynamic relationship, through which Greece evolved into one of 

FYROM’s most valued trade and investment partners. Economic relations will be 

examined in this thesis under the filter of trade relations and Greek investments in 

FYROM primarily because the ultimate goal of the research is through statistics from 

1993 to 2008, to depict the interim relations that already historically exist. It is 

enlightening to observe the evolution of the economic relations over the years and at 

the same time to connect them with the political relation that was going on between 

the two countries, plotted in tables and numbers. In this way we will reach to some 

conclusions or some patterns that will allow us to understand deeply the situation and 

hopefully contribute with possible solutions or scenarios for the future. 

In the last part of my thesis and in order to understand better the interaction of politics 

and economy in case of Greece and FYROM’s relations, I used in my analysis a 

questionnaire of 10 different questions that were conducted in order to support my 

null hypothesis of the interdependence between economy and politics. Do politics 

influence economy or is the economy the one that induce changes in politics? Ten 

different people from Greece and FYROM take part in the research, who are directly 

correlated with the topic of the thesis, from several political, social and economic 



 

5 
 

backgrounds. Business people, politicians, journalists and employees (from banks or 

other kind of companies that are mainly Greek investments in FYROM) were 

involved in the questionnaire research that took place in Skopje and gave their own 

point of view. The questions range from purely economic such as the improving in 

trade or investments, to mixed such as the effect between name dispute and trade or 

investments, as well as to clearly political as the EU accession and the role in Greek-

FYROM relations or when the name dispute will be solved. My aim is to try reaching 

some assumptions and to show some trends that were affected by the correlation of 

politics and economics between the two countries. I will follow a qualitative method 

in order to conduct the questionnaire analysis. My null hypothesis is how and if the 

political and economic relations between Greece and FYROM could be affected from 

their trade relations or the Greek investments in FYROM, as well as their intensity. 

The causes of the interdependence and which side is the “hit-man” is the last spot that 

I will attempt to bring to light.  

At the end, the conclusion will provide some general findings and try to make some 

remarks for the future. 

 

 

A new fragile balance for Greece and FYROM since 1990 

 

After the post-Cold war era the political and economic map of South-eastern Europe 

change entirely the balance between countries and their relations. New alliances have 

been shaped and a totally new scene of developments creates the need for adaptation 

in the recent situation. All these changes in both political and economic level had 

great impact also in Greece and “contributing to the re-establishment of country’s 

historical economic and trade relationships with all the countries of the area”
1
. In this 

process there were a number of obstacles with the transformation of the policy that 

Athens was following for years being the hardest one. For Greece “after almost forty 

years of relative stability on its northern borders, had to refocus its attention on crises 

very close to home”
2
, this was a painful procedure that found the nation, mass media 

                                                           
1 Charalambos Tsardanidis and Evangelos Karafotakis,  2000, p.1 
2 Charalambos Tsardanidis and Evangelos Karafotakis,  2000, p.1 
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and the political leadership totally unprepared or focusing more on the risks
3
. The 

Cold War and the repressive regimes across its northern borders had maintained a 

relative peace for years but in the 1990s, “the collapse of the old communist order in 

the Balkans presented Greece with both opportunities and risks, ranging from the 

opening of an economic hinterland to the explosion of old ethnic rivalries.”
4
 

After the dissolution of Yugoslavia there is the creation of several states in Balkan 

regime which turned from central planned economy to capitalistic economic system. 

“The advent of transition in the former communist countries set in motion significant 

changes not only in the countries concerned but also in the economic and geopolitical 

environment of Greece”
5
. More specifically, these changes signaled an end to the 

physical-geographic and subsequently economic isolation of the country, a factor that 

had been constraining its economic development and its firmer integration (economic 

as well as political) to the EU
6
. Greece now could play an important role both as an 

investor in the region but also as a bridge between Europe and Balkans, since it was 

the only country in Balkan Peninsula that was a member of EU. Having already a 

traditional role as a subject of international intervention, Greece had to assume a more 

active interventionist role in international politics. As a result the transition period for 

the rest countries was challenge for Greece. Investments, integration and alternative 

diplomatic methods were the prerequisites of the “urgently calling for a new approach 

to managing its economic and international relations, a challenge on which Greece 

had limited experience and for which it was all but well prepared”
7
. 

Taking all the previous into account, and even though that Greece’s Balkan relations 

improved sufficiently and gradually after the collapse of the Greek Junta (1967-1974), 

and some political leaders like Konstantinos Karamanlis and Andreas Papandreou 

explored new areas of cooperation especially on economic and technical issues, this 

was not enough for the new circumstances. As a result, a climate of stability and 

positive relations was cultivated in the region of South Eastern Europe, however 

Greece could only change the prevailing situation  in the mid-1990s and accomplished 

to redefine its foreign policy towards the Balkan countries radically, “from what was a 

                                                           
3 Charalambos Tsardanidis and Evangelos Karafotakis,  2000, p.1 
4 Charalambos Tsardanidis and Evangelos Karafotakis,  2000, p.1 
5 Vassilis Monastiriotis and Achilleas Tsamis, 2007, p.1 
6 Christodoulakis and Petrakos, 1997 
7 Ioakimidis P. (1999a) 
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purely political approach into a politico-economic approach”
8
. This change of policy 

was due to many factors but the most important of them was to change the negative 

climate that have been created after the first years of the disintegration of Yugoslavia 

and the declaration of the new state of FYROM. Greece realized that “should deepen 

and widen its ties with NATO and the European Union. A great deal of political 

capital was expended in pursuit of conflicting objectives on the Macedonian question, 

which in turn raised allegations on the part of Greece's critics that it was pursuing 

revisionist objectives in the region, especially in a period when the main objective of 

Greek foreign policy was to achieve its participation in the Economic and Monetary 

Union.”
9
  Of course one other quite important factor was the increase of the “Greek 

foreign trade in Balkans and, above all, its exports to Central and Eastern Europe 

increased in the period 1990-1995 by 275.3 per cent.”
10

  

Inevitably with the reactions from Greek side against the issue of the constitutional 

name of the Former Yugoslav Republic of Macedonia, which constrained and 

determined Greece’s economic policy towards the Balkans for much of the 1990s, we 

enter in a new chapter of history for the national foreign policy and again in a third 

“Macedonian issue”.
11

 

After overcoming internal and external difficulties, FYROM succeeded to establish 

one of the earliest democracies in Western Balkans. In the aftermath of the declaration 

of independence in 1991, the young country got involved in a long and damaging 

conflict with Greece concerning the official name `Macedonia`
12

. Whereas FYROM’s 

administration referred to the fact, that the term “Macedonia” was used for the region 

since the 19th century, Greece refused to accept an independent nation bearing the 

same name as the historical Greek province, and a modern administrative province 

that even European Union recognized it and used vastly. In the course of the conflict, 

Greece imposed an embargo on FYROM, which severely hit the economy of the 

young state. To this day the country's name remains a contentious issue. The self-

designated name is Republic of Macedonia, whereas the provisional designation 

Former Yugoslav Republic of Macedonia is used by NATO, UN and EU. 

                                                           
8 Charalambos Tsardanidis and Evangelos Karafotakis,  2000, p.1 
9 Charalambos Tsardanidis and Evangelos Karafotakis,  2000, p.1 
10 Charalambos Tsardanidis and Evangelos Karafotakis,  2000, p.2 
11 Demetrius Andreas Floudas, 2002, p.4 
12 Josef Karl,2008,p.2 
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Due to the end of the embargo in 1995 and the membership in all relevant 

international organizations, FYROM was soon able to cope with the external and 

economic problems. Yet a few years later it was confronted with a severe ethnic 

conflict, leading the country to the brink of civil war. Being a multi-ethnic nation, 

FYROM is marked by a fragile ethnic structure. During the Kosovo War in 1998-99, 

360,000 Albanians took refuge in FYROM and therefore destabilized the already 

fragile relation between the Slavic majority (64,3%) and the most important, Albanian 

minority (25,2%). In the year 2000 the serious tensions culminated in an armed 

conflict, which was only ended by two NATO missions.
13

 

 

 

Political relations between Greece and FYROM 
 

The disintegration of the Former Federation of Yugoslavia, was followed by the 

creation of several ethnic states and the loss of the delicate balance between them in 

the post Tito area
14

, as we mentioned before. In one of them (Yugoslav Republic of 

Macedonia) the large majority of the population voted in favor of independence and 

the Republic declared its sovereignty on September 17, 1991 with the official name of 

“Republic of Macedonia”. At the same time for the Greeks in general this was 

tremendous jolt, as they suddenly had to face the unexpected fact, in 1991 that a new 

state was about to appear at their northern frontier with a name which they had 

thought to be unquestionably theirs.
15

 The issue of the precise name of the Former 

Yugoslav Republic of Macedonia (FYROM) dominated foreign policy in both 

countries
16

 the last twenty years instead of an acted policy as the representative of the 

EU in Balkans and it developed close economic and political ties with the states in the 

region. 

As it is expected “the unwillingness of both sides to a mutually acceptable solution 

created an explosive, emotionally charged situation”
17

, which until today and up to a 

point, with some variations still exists.  According to Mr.Kondonis Greece and 

                                                           
13 Josef Karl,2008,p.2 
14 Demetrious Andreas Floudas, 2002, p.3 
15 Demetrious Andreas Floudas, 2002, p.4 
16 Tziampiris, Aristotle, 2003, p.225 
17 Tziampiris, Aristotle, 2003, p.225 
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FYROM they are not the only example in Balkans of uneasy symbiosis in their 

bilateral relations. “This dispute for the name under which recognition would take 

place justifiably reminds us the considerable influence that nationalistic divides have 

always exerted in the Balkan region.”
18

 For many years “Balkan region was 

characterized by ethnic fanaticism and political immaturity, by foreign policies based 

on short term interests, by fear, by rival arcs of Islam and Orthodoxy, and by 

traditional alliances real or imaginary. In short, the Balkans suffered from a mindset 

which greatly differed from that of convergent development, sound economies, and 

social cohesion functioning within democratic institutions.”
19

, and the “Macedonian 

issue” is definitely a part of it. 

For Greek side, this name dispute meant a lot and caused adverse effects that can be 

described as “animated passions and stimulated a nationalist fervor that had been 

unseen for decades and, remaining a not fully resolved issue, it may contain a number 

of elements that could serve as a focus of regional conflict in the future”
20

. 

Nationalistic demonstration outburst in Greece and a tremendous reactionary 

movement started from part of the society, mainly induced from mass media. “Greece 

had spent the last two years entangled in a paralyzing internal squabble and 

successive general elections that had nurtured severe introspection and had delayed 

the readjustment of foreign policy to the novel exigencies of post-iron-curtain realities 

in Europe. So, the Greek public opinion arose excitedly in a forceful campaign against 

the new state intended to compel it to relinquish all linguistic and symbolic 

connections with Greek history”.
21

 Respectively and maybe even more seriously for 

the other side “for the fledgling FYROM, the entanglement constituted a matter of 

paramount importance not merely in defining its external policy but it was also 

perceived as a matter influencing both its existence as a nation and its future status in 

Southeastern Europe.”
22

 Unfortunately nationalistic irredentist tendencies still exists 

in FYROM and make future scene more fragile and unstable. 

During the first days that follow the recognition of the new states from the former 

Yugoslavia by the Council of Ministers of the European Community, the Greek 

                                                           
18 Kondonis, Haralambos, 2005, p.56 
19 Kondonis, Haralambos, 2005, p.56-57 
20 Demetrious Andreas Floudas, 2002,  p.1 
21 Demetrious Andreas Floudas, 2002,  p.4 
22 Demetrious Andreas Floudas, 2002,  p.1 
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diplomatic activity was fruitful and successful.
23

 The Foreign Minister Antonis 

Samaras put forward the position of the Greek side concerning FYROM, centering on 

objections against the use of the name “Macedonia”, the likelihood of future territorial 

claims and the hostile propaganda emanating from certain circles in Skopje.
24

 There 

was little difficulty in persuading the Council to adopt the Greek views and include 

them in the resulting decision. All this exacerbated position against the newly 

organized country had as a result hardliners to emerge vindicated and during the rest 

of 1992 the situation was methodically exacerbated by both sides. The reactions this 

time from FYROM’s side was to adopt the 16-point Star of Vergina
25

 as the emblem 

on the national flag and in September the new school books referred to “Great 

Macedonia” and claims on Hellenic cultural heritage. The answer from the Greek side 

was even worst. Andreas Papandreou government just elected, opposed a selective 

embargo on fuel and commodities, which had catastrophic implications for FYROM’s 

economy. Suddenly, the international opinion change and a world outcry against 

Greece and a weakened FYROM created conditions for a compromise.
26

 

At the meanwhile FYROM’s government applied for membership directly to the 

United Nations in order to be recognized. “The time now was running against 

Greeks.”
27

 Finally the Security Council accepted the new established republic’s 

application and recognized it under the provisional name of “Former Yugoslav 

Republic of Macedonia” because they wanted to stabilize situation in the area and to 

promote a more secure environment for the newly formed state in order not to 

accumulate with further abnormalities.  The large Albanian minority in FYROM, in 

combination with the very bad economic situation and a quite possible southward 

expansion of the war raging in Bosnia-Herzegovina were some of the threatening 

factors that could turn the peaceful status of Balkans again into flames. This was 

something that no one wanted to happen again. 

The Security Council accepted the new republic's application by resolution 817/1993 

and recognized it under the provisional name "Former Yugoslav Republic of 

Macedonia." “For the first time in the history of the Organization a state had been 

admitted under a temporary name, especially in view of the fact that all the federative 

                                                           
23 Demetrious Andreas Floudas, 2002,  p.4 
24 Demetrious Andreas Floudas, 2002, p.4 
25 Ritsa A.Panagiotou, 2008, p.228 
26 Tziampiris, Aristotle, 2003, p.14 
27 Demetrious Andreas Floudas, 2002, p.4 
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states of the former Soviet Union and Yugoslavia which had recently become 

independent members had retained the name which they had within the federations.”
28

 

The next step for the Greek Government it was to extend a compromise proposal with 

the name "Slavomakedonija," the first time that the firm position against the use of 

any compound name to include "Macedonia" was accepted. The proposal addressed 

negatively from FYROM’s side, since its inhabitants are far from being 

homogeneously Slavic (important Albanian minority), and further mediation was 

deferred until after the Greek elections in October 1993.
29

 Without any other 

commonly acceptable solution the “Macedonian” problem enter in a highly charged 

phase and uncompromising movement came to its peak with exaggerations from both 

sides and especially from the Greek one. “Under these circumstances, Greek political 

leaders realized that any divergence from the dominant popular perception would 

carry a huge political price for them.”
30

 Lack of political willingness to solve the 

problem, ill-informed Greek public and “bloodthirsty” mass media are some of the 

main reasons why Greece followed a foreign policy like that and forced to react with 

such an inappropriate way, causing internationally skepticism or faced with a strong 

negative reaction, which was  not infrequently accompanied by even pejorative 

behavior. However there were many efforts for common acceptable solution but all of 

them proved fruitless. A few months later, Andreas Papandreou’s new government 

totally froze the UN’s mediation efforts for the time. 

Only a few years after that and under the international community that was united 

against Athens, the signing of the Interim Accord in New York on 13 September 

1995, by the foreign ministers of the two countries could become true. Interim Accord 

proved that could reverse the situation up to a point and significant gains and 

advantages came out. It was a deal which “had been drawn up on the basis of the 1993 

Vance–Owen plan, with negotiations over the name deferred to some future date”.
31

 

Through the abolition of the embargo and the expansion of their economic relations, 

the trade of goods and services as well as the foreign direct investments flourished. As 

far as the politics concern, both sides made concessions and positive decisions took 

place. Greece agreed ‘not to object to the application by or the membership of 

FYROM in international, multilateral and regional organizations and institutions of 

                                                           
28 Demetrious Andreas Floudas, 2002, p.5 
29 Demetrious Andreas Floudas, 2002, p.5 
30 Kofos Evangelos, 2005,p.130 
31 Kofos Evangelos, 2005,p.136 
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which Greece is a member’. As an exchange, FYROM undertake to change its 

national flag, refrain from using symbols that were linked with Greece’s cultural and 

historical heritage and clarify or interpret number of points in the country’s 

constitution.
32

 It is worth to underline that the pure problem of the name could not 

been solved but it was agreed the negotiations over the core problem of the name 

would  be postponed to some unspecified future date. 

At the same time in Greece several objections were raised in national parliament, 

media and society, only a small minority found this political development positive. 

One of them was Theodoros Couloumbis, Professor in the Athens University and 

President of the Hellenic Institute for Defense and Foreign Policy (ELIAMEP). 

According to his view, “The accord would open up commercial relations with the 

Balkan interior, for instance, and strengthen Greece’s position vis-à-vis Turkey. With 

regard to the name he suggested that ‘we should not accept plain “Macedonia”, but 

start negotiations immediately and go for a composite name, preferably 

“Novamakedonija””.
33

 

FYROM had more to gain from the Interim Accord. Except of strengthening the 

status quo in favor of a generalized usage of the name "Republic of Macedonia”
34

, 

Greek embargo was lifted, FYROM was accepted by the UN under the provisional, 

international name of ‘Former Yugoslav Republic of Macedonia’ (FYROM), Athens 

agreed to drop objections to FYROM's entry into international organizations and 

many more. . In advance Kiro Gligorov took from USA government the guarantee 

that FYROM's territorial integrity will remain, something which was still internally or 

externally threatened.
35

 Nonetheless after the signing of the Interim Accord in 

FYROM, the name issue continued to occupy an important position in the country’s 

foreign and domestic policy. “During this time, President Kiro Gligorov seems to 

have wanted a faster and more complete normalization of relations with Greece, 

although he was not immediately able to achieve this necessary turn-around in his 

country’s policy.”
36

 However, considered Greece to be a “strategic partner” for his 

country and was convinced that FYROM’s foreign policy would have to adapt to this 

                                                           
32 Tsiampiris Aristotelis, 1995, p.229 
33 Kofos Evangelos, 2005,p.142 
34 Demetrious Andreas Floudas, 2002, p.12 
35 Zahariadis Nikolaos, 1996, p.10 
36 Aristotle Tziampiris, 1995,  p.230 
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reality. In an interview on 2 November 1996, he noted the importance of the Interim 

Accord and outlined the areas in which he desired to collaborate with Greece: 

“We have signed an accord with Greece by which for the first time — and that was an 

historic moment — Greece has recognized the existence of our state. At the same time 

this accord equally identifies the frontier between us is an international border. This 

accord covers almost every field in which the two countries ought to co-operate, from 

economics to the environment, so that this accord, although designated interim 

because it has a life span of seven years, is in reality a fundamental document, which 

normalizes or almost normalizes relations between the two states. Now, as I see it, the 

weight shifts to the ability of both sides to fill these relations with substance, with 

initiatives for co-operation on all levels, economic, cultural, environmental and 

legal”
37

. 

The period that follow after Interim Accord, the two countries continue the 

discussions about name dispute but without any result. From one side, FYROM’s 

government believed that the name “Republic of Macedonia” would eventually 

prevail internationally and perhaps result in a universal recognition in the long run. 

Greece on the other hand remained in the nonnegotiable attitude. In 2000, one 

historical development, changes the continuation of bilateral relations, worsening the 

discussion conditions and affecting the possibilities of resolutions by making them 

even lower. An inter-community fighting incident that broke out turned into the most 

serious subject and monopolizes the attention of the government of Skopje and their 

domestic policy. The Albanian nationalism associated with the ethnic problem 

(Albanians constitute a sizeable percentage of country’s population-almost 30%), 

affected the name dispute by making the resolutions even harder. However we must 

underline the fact that before the ethnic conflict FYROM’s official position for the 

name was intransigent and then became known the shift of their position, to a 

compromising.
38

  A solution between the two states had vital meaning because it was 

a factor of stabilization and cooperation in the region, something really valuable at 

that time, when Kosovo crisis, FYROM’s undergoing transition and ethnic strife. The 

fragile balance in Balkans was again disturbed for one more time, with high risk for a 

war alarm that could be expanded, having disastrous results for the neighbor 

                                                           
37 Aristotle Tziampiris, 1995,  p.233 
38

 Aristotle Tziampiris, 1995,  p.235 
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countries.  European Union was pushing for a commonly accepted solution now more 

than ever and in FYROM the fears for European progress might depend on coming to 

terms with Greece on the name issue were raised. “By the summer of 2000, rumors 

were rife that the Georgievski government was preparing to accede to a compromise 

agreement on the name issue, most probably along the lines of “Novomakedonija” or 

“Slav Macedonia”. These rumors were not based on any official declaration, 

statement or action.”
39

 The armed ethnic crisis ended on 13 August 2001 with the 

Ohrid Agreement. The particularly vulnerable state of FYROM, with a weak economy 

and the immediate danger of armed conflict, prior to the outbreak of inter-community 

violence in the spring of 2001, had to act diplomatically very carefully in order to 

survive. Furthermore, government in Skopje not only had to address the difficult 

economic situation of the country, but also “was still undergoing its transition from 

the socialist system that was further burdened by the adverse effects of the Kosovo 

crisis.”
40

 As it is logical under this crisis and the hurdles faced by FYROM the 

directly impact in country’s economic relations with Greece was inevitable (negative 

effect in export capacity and attract foreign direct investment). Nevertheless, “it also 

became obvious that the dispute with Greece was political in character. It was 

associated with matters of history and identity, but not with security and war. Greece 

may in the past have been diplomatically troublesome and economically damaging, 

but it never had any territorial claims or violent designs against the new republic.”
41

 

In general terms we can say that the governments that followed from both sides 

weren’t so decided to come in a common agreement about the name issue. FYROM’s 

political world is in all likelihood ready to accept a double name formula. This is a 

formula in which, Greece would use a “non-problematical” name and international 

recognition within the framework of the UN based on the name “Republic of 

Macedonia”.
42

 Greece kept the intransigence position and continues with the strategy 

of “non-resolution” dominated. Premier Costas Simitis declared that:  

“The issues must be closed, unfinished historic business cannot be left hanging 

forever ... And as for the name [of FYROM], the moment has come”.
43

  

                                                           
39 Aristotle Tziampiris, 1995,  p.237 
40 Aristotle Tziampiris, 1995,  p.237 
41 Aristotle Tziampiris, 1995,  p.241 
42 Aristotle Tziampiris, 1995,  p.251 
43 Aristotle Tziampiris, 1995,  p.252 
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Paradoxically, there is evidence that the improvement of the bilateral economic 

relations continue to develop even the political problem that in reality remain 

unsolved. The fall of Georgievski’s government (2002) marked the end of a chapter in 

relations between Greece and FYROM that was characterized particularly by 

improved economic relations. Crvenkovski government certainly hoped that 

economic relations would continue to improve, through probably without Greek 

investment in sensitive economic area (especially in privatization process).  

Despite the settlement of crucial issues of mutual concern, the Interim Accord did not 

introduce a final solution concerning the question of FYROM’s name. Moreover, 

more than 10 years after the signature of the Interim Agreement, the issue of the 

country’s name has yet to be resolved in a manner that would be mutually satisfactory 

and acceptable, and negotiations remain at an impasse. Today we are in another phase 

of recent “Macedonian” issue. Greece keeps with the strategy of “No solution equals 

no invitation”
44

. This statement is equal with blocking FYROM’s access to 

international organizations – including NATO and the European Union – until a 

mutually acceptable solution is reached. In the period leading up to NATO Summit of 

April 2008, Greece clearly articulated its stance regarding FYROM’s potential 

accession to the alliance. This is the case, as Athens and Skopje failed to reach a 

mutually satisfactory agreement on the name issue. Thus, FYROM was not invited to 

join Albania and Croatia as new members of NATO, pending further negotiations and 

a final solution to the name question. 

Until today Greek-FYROM relations have essentially remained more or less 

unchanged. The last two years have been dominated by the financial crisis (which 

signs started from 2008) and that “has had great influence on the exercise of foreign 

policy as it has deeply hurt the image of the country internationally”. The ability to 

bargain minimized or even disappeared. “Greece has found it tough to take significant 

initiatives or plan ahead, not to mention the difficulty to negotiate on equal terms and 

achieve an important outcome in such an environment.”
45

 “The Greek state needs to 

undergo a process of restructuring, which – if done properly – could eventually alter 

the function of the country. Such restructuring is needed for foreign policy as well, 

both in terms of structure and content. Foreign policy in Greece has been quite rigid 
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and has often failed to evolve.”
46

 Giving a more careful look in ‘Agenda 2014’ 

(coinciding with Greece’s EU rotating presidency), we can find the primary aim that 

is to fix a specific date for full accession to the EU of those Western Balkan countries 

that will have, by then, fulfilled the membership criteria. As important as this might 

be, it needs to realistically consider the current and future European environment. 

Greece will most probably be still striving to recover financially. “Moreover, the EU 

itself goes through its own introversion phase and enlargement might stay out of its 

priorities in the medium-term: the Eurozone is still not stabilized and the debate is on 

regarding a new financial structure that would go beyond a mere monetary union. 

Europe will require time to digest any changes, before becoming ready to welcome 

any new members.”
47

 

One noteworthy development in bilateral political relations between Greece and 

FYROM was on December 2011 when the International Court of Justice (ICJ) ruled 

that Greece wrongly blocked FYROM from joining the North Atlantic Treaty 

Organization (NATO) in a dispute over the use of the name "Macedonia." Greece 

objects to FYROM's use of "Macedonia" out of concern that the country will use the 

name in order to make claims to regions of Northern Greece that also are known by 

the name Macedonia. Because of Greece’s veto FYROM's attempt to join NATO in 

2008, ICJ ruled that Greece violated the Interim Accord of September 13, 1995, in 

which they agreed not to veto the FYROM's bid to join NATO while the issue over 

the FYROM's name was being negotiated. The ICJ found that Greece breached its 

"obligation not to object to the FYROM's admission to or membership in NATO" 

under Article 11, paragraph 1, of the Interim Accord. The ICJ order may be a largely 

symbolic victory for FYROM because the court did not sanction Greece, nor did it 

order the country to refrain from taking similar action in the future. 

Greece's Ministry of Foreign Affairs released a statement calling for the FYROM to 

continue negotiations in cooperation with the UN to resolve the longstanding naming 

conflict. The Ministry of Foreign Affairs said Greece "will continue to negotiate in 

good faith we hope that the Former Yugoslav Republic of Macedonia will come in 

these negotiations in good faith, as the issue of the name can be resolved only through 

negotiations under the auspices of the United Nations." In a brief statement following 
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the ruling, NATO Secretary General Anders Fogh Rasmussen took note of the 

decision, but declared that the decision of ICJ "does not affect the decision taken by 

NATO Allies at the Bucharest summit in 2008 ... an invitation will be extended to the 

former Yugoslav Republic of Macedonia as soon as a mutually acceptable solution to 

the name issue has been reached."  

Despite the lack of a permanent common resolution of the name issue and continuing 

tensions on a diplomatic level, on the economic level FYROM’s relations with Greece 

have flourished and have developed into the country’s single most important bilateral 

relationship (especially until 2008). It would appear that after the first hurdle of non-

recognition was surpassed and relations were normalized, the stalemate concerning 

the name issue did not affect the economic relations between the two countries, as 

neither party seemed willing to forfeit the benefits of economic cooperation.  

 

 

Economic relations between Greece and FYROM 

 

Although the political mutual lack of trust has been difficult to overcome for years we 

cannot claim the same for the economic relations and their evolution through time. 

Following the tension between the two countries in the early 1990s over the so-called 

‘name issue’, which led to the imposition of an economic embargo by Greece on its 

neighbor, the economic relations between them have followed a completely different 

path. Even after many earth-shaking changes affecting FYROM such as war in 

Yugoslavia, the transition process in FYROM and of course the civil war between 

Slav-Macedonian and Albanian in 2000 occurred during the specific time frame, a 

general insecurity and instability in the region, indeed and according to Mr. Nikas 

“exploring the economic relations between two countries over such a striking 

metamorphosis of institutional as well as economic environment is indisputably an 

exceptionally interesting exercise.”
48

 Nevertheless, this unequal and unparalleled 

route portrays a very good example of the argument that politics and economics they 

don’t affect each other and they act completely independent, but only after 1995 and 

over time. On the other hand, one very good example is the improvement of economic 
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relations that have been shaped after following the tension between the two countries 

in the early 1990s over the so-called ‘name issue’, which led to the imposition of an 

economic embargo by Greece on its neighbor. 

Trade relations 
 

In this part I will follow the distinction that Mr. Nikas makes in his article. He 

examines trade relations firstly and as the main body of economic relations between 

the two countries. As a tool, trade relations are the most effective, direct and efficient 

indicator that can easily drive us in secure conclusions. Also he separates trade 

relations of Greece with the newly independent state of FYROM into three phases
49

 

and by that way trends can easier been presented:   

1. 1991-1994: the period immediately following FYROM’s acquisition of 

independence, which was characterized by the predominance of political tensions 

between the two countries. 

2. 1994-1995: the embargo years. 

3. 1996 and after: the period following the signature of the Interim Accord which 

marked the normalization of relations between the two countries. 

According to the previous division, trade relations can be examined after 1991 but 

there some data even before that. Greece and FYROM trade relations existed 

throughout the post-war period. Given that Yugoslavia was a Federation at the time, 

we are able to isolate trade transactions between them. The annual value of this trade 

was less than USD 1,000,000 in the 1950s, rose to USD 3,000,000-4,000,000 in the 

1960s and then soared to more than USD 70,000,000 in the 1980s before reach its 

peak at over USD 150,000,000 in 1990.
50

 The drop in 1991 was slight, but by 1992 

relations between the two countries deteriorated and trade felt to approximately USD 

87,000,000. “It is worth noting that the balance of trade between the two countries in 

almost every post-war year showed a surplus in Greece’s favor.”
51

 

After 1993 we have the table that follow and based in the numbers that National Bank 

of FYROM gave to publicity we can drive to some trends that trade between the two 
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countries had. Regarding trade figures, it must be pointed out that there is a 

noteworthy discrepancy between the statistics provided by the National Statistical 

Office of Greece (NSOG) and the State Statistical Office of the National Bank of the 

Republic of Macedonia (NBRM). Given, however, that it is the data provided by the 

NSOG that is used by EUROSTAT in order to calculate the EU’s total external trade, 

it was deemed more appropriate to utilize it in this context. On the other hand, in 

order to place Greece in the hierarchy of FYROM’s main trading partners, it was 

imperative to use the figures provided by the NBRM, since the NSOG does not have 

access to FYROM’s trade transactions with countries other than Greece. By the same 

reasoning, as far as foreign direct investment in FYROM is concerned, the data used 

was from the NBRM since, by definition, it is the recipient country which has data 

that can provide an overall picture concerning investment activity in that country. 

 

 

Greek exports to FYROM from 1993 until 2001: 
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FYROM’s exports to Greece from 1993 to 2001: 

 

Source of the last 3 tables: Nikas Christos, The effects of the Interim Accord on the economic relations 

between Greece and FYROM, 2005, p. 93 

The previous tables are showing evolution of trade relations between the two 

countries during the period 1993–2001. The most important and noticeable 

observation is for the period of Greek embargo imposition in FYROM, that slashed 

their bilateral trade relations during 1994 and 1995. It is interesting to note that the 

embargo did not halt, but merely reduced, trade between the two countries. It is also 

significant that during the same period Greece’s exports to Bulgaria more than 

doubled only to drop again immediately after the Interim Accord. This confirms that 

much of this trade was in fact routed to FYROM via Bulgaria.
52

 Bulgaria was 

essentially acting as a channel through which to effectuate trade between Greece and 

FYROM. This also confirms the theory of international economics which maintains 

that embargoes are ineffective and short-lived means of influencing trade. The use of 

this measure, as illustrated here, is clearly political in purpose and does not affect the 

medium or long-term trade trends, which resume their course as soon as the embargo 
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is lifted. 
53

 Trade relations proved that no matter what political crises they are coming 

through can succeed adjustment and survival. This is a case that economy can exist 

independently from politics. Until 1995 political relations were in a point that 

economy was the pioneer of a future improvement of political relations and a 

motivation for more economic incentives. After signing the Interim Accord in 1995, 

trade between Greece and FYROM literally skyrocketed; the evidence for a high 

correlation and interdependence between politics and economics was advanced. 

By the end of the 1990s Greece had become FYROM’s third most important export 

market and second most important import market. It is significant to note that Greece 

ranked just ahead countries like Germany, Europe’s mightiest trading power.
54

 From 

the table that follows we can see that Greece is consentingly and for years in the 

highest positions of FYROM’s main trade partners.  

 

FYROM’s Main Trade Partners in % (1992-2006)-exports. 

FYROM’s Main Trade Partners in % (1992-2006)-exports 

 1992 1994 1995 1997 1999 2000 2001 2002 2004 2006 

1 Germ
any  
(20,0) 

Bulgar
ia 
(22,1) 

Bulgari
a 
(21,3)  

Yugosl
avia 
(22,2) 

Yugosl
avia 
(21,4) 

Yugosl
avia 
(25,3) 

Yugosl
avia 
(23,1) 

Serbia-
Monten
egro 
(23,1) 

Serbia-
Monten
egro 
(20,8) 

Serbia-
Monten
egro 
(23,2) 

2 Russia  
(8,2) 

Germ
any  
(14,4) 

Germa
ny 
(12,7) 

Germa
ny 
(18,7) 

Germa
ny 
(21,3) 

Germa
ny 
(19,5) 

Germa
ny 
(20,6) 

German
y 
(22,1) 

German
y 
(18,9) 

German
y 
(15,6) 

3 Italy  
(7,5) 

Italy 
(11,6) 

Italy 
(9,8) 

Greece 
(8,0) 
 

USA 
(11,4) 

USA 
(12,5) 

Greece 
(8,8) 
 

Greece 
(21) 

Greece 
(13,7) 

Greece 
(15,1) 

4 Sloven
ia 
(7,0) 

Russia  
(7,0) 
 

Russia  
(7,2) 
 

USA 
(6,2) 
 

Greece 
(8,0) 
 

Italy 
(6,7) 

USA 
(8,6) 
 

Italy 
(10,4) 

Italy 
(8,0) 
 

Italy 
(9,9) 

5 USA 
(6,1) 

Sloven
ia 
(6,6) 

Yugosl
avia 
(7,0) 
 

Italy  
(3,5) 

Italy  
(6,5) 

Greece 
(6,4) 

Italy  
(7,7) 

USA 
(7,1) 

Croatia 
(4,8) 

Bulgaria 
(5,4) 

 Total  
(48,6) 

Total 
(61,7) 

Total 
(58,1) 

Total 
(58,6) 

Total 
(67,8) 

Total 
(70,5) 

Total 
(68,7) 

Total 
(83,7) 

Total 
(66,2) 

Total 
(69,2) 

 Greec
e 

Greec
e 

Greece 
(1,2) 
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(3,2) (1,2) 

Source: National Bank of the Republic of FYROM. 

 

 

FYROM’s Main Trade Partners in % (1992-2006)-imports. 

 1992 1994 1995 1997 1999 2000 2001 2002 2004 2006 

1 Bulgar
ia 
(14,3) 
 

Germa
ny 
(17,1) 

Germa
ny 
(16,5) 

Germa
ny 
(13,4) 

Germa
ny 
(13,8) 

Germa
ny 
(12,1) 

Germa
ny 
(12,6) 

German
y 
(14,1) 

German
y 
(12,6) 

Russia  
(15,1) 

2 Germ
any 
(14,2) 

Bulgari
a 
(16,3) 

Bulgari
a 
(14,9) 

Yugosl
avia 
(11,6) 

Yugosl
avia 
(10,3) 

Ukrain
e 
(9,8) 

Greece 
(10,2) 

Greece 
(12,1) 

Greece 
(9,7) 

German
y 
(9,8) 

3 Russia  
(13,5) 

Sloveni
a 
(10,9) 

Italy 
(10,4) 

Sloveni
a 
(7,7) 

Greece 
(9,3) 

Greece 
(9,6) 

Yugosl
avia 
(9,3) 

Serbia-
Monten
egro 
(9,4) 

Russia  
(8,7) 

Greece 
(8,5) 

4 Italy 
(10,2) 

Italy 
(7,7) 

Yugosl
avia 
(9,4) 
 

Greece 
(7,3) 
 

Sloveni
a 
(8,8) 

Russia  
(9,2) 

Russia  
(8,2) 

Slovenia 
(6,6) 
 

Serbia-
Monten
egro 
(8,4) 

Serbia-
Monten
egro 
(7,5) 

5 Slove
nia 
(8,0) 
 

Yugosl
avia 
(6,8) 
 

Sloveni
a 
(6,8) 
 

Bulgari
a 
(5,5) 

Ukrain
e 
(6,4) 
 

Yugosl
avia 
(9,1) 

Sloveni
a 
(7,0) 

Bulgaria 
(6,5) 

Bulgaria 
(7,3) 

Bulgaria 
(6,7) 

 TOTAL 
(60,3) 

TOTAL 
(58,6) 

TOTAL 
(57,9) 

TOTAL 
(45,6) 

TOTAL 
(48,7) 

TOTAL 
(49,8) 

TOTAL 
(48,2) 

TOTAL 
(48,7) 

TOTAL 
(46,7) 

TOTAL 
(47,6) 

 Greec
e 
(4,1) 

Greece 
(1,6) 

Greece 
(1,7) 

       

Source: Nikas Cristos, 2005, The effects of the Interim Accord on the economic relations between 

Greece and FYROM, National Bank of the Republic of FYROM. 

 

Definitely trade was affected negatively from the political circumstances and embargo 

opposition but even that period people from both countries found a way to survive and 

to cooperate. Economic relations between the trade circles and business pressure 

group can be characterized as stable, constantly expanding and positive evolving. One 

other perspective is that FYROM is one of the very few countries with whom Greece 

was running a trade surplus (regarding the years 1995-2007 but there are no efficient 
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statistics after 2008 and plus we have to take into account Greek economic crises). 

But even after 2008 that many Greek companies were transferred in the neighbor 

country and the trade surplus changed again the economic privileges are more than 

freezing our economic relations.   

In the table that follows we can see the general trend of trade relation between Greece 

and FYROM from 1993 until 2008 (Greece’s imports and exports): 

 

Source: National bank of FYROM. 

Likewise the importance of trade evolution structure between Greece and FYROM, 

probably is also important than the evolution of the volume of trade itself, since the 

former illustrates the qualitative factor of the exchange and to large extent the 

perspectives of this exchange. 

The tables below illustrate the composition of trade between Greece and FYROM for 

specific years, and for the 1993–2006 periods as a whole. From the given data three 

general conclusions-trends may be interpreted
55

: 

1) The main product group in the Greek exports to FYROM is, by far, oil. In 1997, oil 

exports represented more than 50% of total Greek exports. During the last years, the 

contribution of oil in total exports has dropped considerably; but it still represents the 

main Greek item exported to FYROM. 

                                                           
55 Mardas Dimitris and Nikas Christos, 2008 



 

24 
 

2) Boilers, iron and steel, fresh fruits and clothes and knitwear hold the second to fifth 

places in Greek exports. However, iron, steel and clothes are also the main products 

that FYROM exports to Greece. 

3) In the period 1993–2001, trade between the two countries seems to present a lack 

of pluralism. It is quite indicative that by 2001, 20 product groups (out of the 100 

identified by Eurostat) represented 85.83% of the Greek exports to and 89.86% of the 

Greek imports from FYROM. By 2005, however, these shares had fallen to 71.87% 

and 68.17%, respectively. Pluralism in the trade between the two countries has 

increased substantially, but remains quite limited. 

One additional notice is that intra-industry trade is poor, because Greece remains a 

dominant supplier of intermediate goods such as textiles and clothes, and FYROM a 

dominant supplier of final goods such as clothes and textiles. A spectacular rise in 

Greek investments in FYROM’s textiles sector contributes to this trend. 

Consequently, Greece exports textile products to FYROM, which are more capital-

intensive, while importing final goods, which are more labor-intensive. This could be 

explained on the basis of Greek firms assigning the labor-intensive part of their 

production to low labor-cost subsidiaries in FYROM.
56
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Source: Mardas Dimitris and Nikas Christos, 2008 
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Source: Mardas Dimitris and Nikas Christos, 2008 

As it was described in the political part of this thesis sooner, the extremely 

unfavorable economic conditions that FYROM faced the first years of independence, 

directly affect country’s export capacity and consequently the level and structure of its 

exports to Greece. Thus, a combination of weak economy and tense bilateral relations 

meant very low export figures from FYROM to Greece in the early years of 

FYROM’s independence.
57

 As FYROM’s economy strengthened over the following 

years and its export capacity improved, its exports to Greece increased, only with a 

break during 2001 because of the inter-ethnic conflict. 

A noteworthy aspect of Greek exports to FYROM for the last years is the evolution of 

the diversification of the products. Thus, during the period 1995–2001 the structure of 

Greek exports to FYROM was highly centralized, with oil and fuels dominating all 

exports with a consistent market share of 40–51% of the total. This trend was slowly 
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reversed after 2001, as the share of this sector in total exports decreased – gradually at 

first, and then drastically – while other sectors gained in importance.
58

 

Thus, after 2003 the structure of Greek exports to FYROM has been characterized by 

a greater dispersion of products, with no single sector dominating. Considering the 

dynamism of Greek exports entering the FYROM market since 1996, one could 

expect that the presence of Greek products in FYROM’s market will continue to be 

vigorous and that Greece will continue to be one of FYROM’s most important 

suppliers.
59

 Other factors that contribute to this conclusion are the geographical 

proximity, the presence of numerous Greek firms in FYROM, including investors of 

very high standing that have contributed decisively towards the improvement of the 

positive image of Greek products, the high competitiveness of Greek products 

exported to FYROM, compared with FYROM’s other trading partners and the 

improving domestic economic situation and increasing standard of living in FYROM, 

which stimulates an increased demand for quality products.
60

 Furthermore, and except 

the years of international or Greek crises, good economic relations between the two 

countries prescribed future positive trade particularly for Greek exports that are 

expected to be increased since FYROM acts as an intermediate supplier to countries 

like Bosnia and Kosovo, whose trade with FYROM is steadily growing.
61

 

Nonetheless, some other general arguments supported with the same numbers can see 

future from another point of view or evaluate the total results for economy differently: 

Regarding to the thesis that Greece found a very promising entrepreneurial domain in 

these countries as they emerged in the post-socialist world, does not seem to be 

supported by the facts, at least as far as foreign trade is concerned.  In FYROM more 

specifically total exports indeed grow very fast but with fuels and oils representing the 

majority of them (probably due to reasons of geographical proximity). In addition, not 

only FYROM is a very small market overall but also a 38% of its imports originating 

from Greece is a percentage that may not be sustainable over time.
62
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Trade of services and labor mobility 

 

Trade of services and labor mobility represents an important component in the 

bilateral economic relations for Greece and FYROM. Data on international trade in 

services are limited in general and even more so for the Balkan countries. The limited 

data available showed a substantial expansion in the sector of transportation in the 

mid-1990s which, naturally, follows the trend in the trade between the two countries. 

Greece as a service economy expanded its business in FYROM, both in the form of a 

direct export of services such as tourism and education and in the form of foreign 

investment. It is indicative that 46.45% of the main Greek investment projects in 

FYROM are related to the tertiary sector,
63

 with predominance in the banking and 

telecommunications sectors, followed by commercial activities, medical services and 

consulting.
64

 

Regarding tourism, which is the main part of trade services, positive surpluses are 

expected in the economy that receives it, and it has vital meaning for a country such 

as Greece that is based in touristic sector. The table below is indicative of the tensions 

from 1995 until 2007. 

People that cross the borders between Greece and FYROM during 1995–2007. 

 

Recourse: Statistical Service of Greece 2007 
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According to the Greek National Tourism Organization (2007) there is an impressive 

increase of the nights spent and the foreign exchange revenue from tourists from 

Balkan countries and FYROM in particular. Back in the 1970s and 1980s, when 

FYROM was part of Yugoslavia, tourism represented an important component in the 

trade between the two countries. The increasing inflow of tourists from FYROM 

originates mainly in the tourist regions of Northern Greece because of their 

geographic proximity to FYROM. In reality, it records the number of entries of 

citizens from one country into the other who declare tourism as their reason of entry, 

even when they enter for business, shopping, studying or any other reason. The 

enormous drop of entries into Greece in 1998 can be attributed to the implementation 

of the Schengen Treaty.  Whereas until 1997 entry into Greece was free, this Treaty 

required Greek consular authorities to issue visas. In spite of the costs and 

inconvenience of visas, the number of entrances is impressive. 

However, there is another revealing and very interesting aspect. Shopping is a 

considerable part of the sizeable bilateral border-crossing. In fact, a large part of the 

border-crossing from the Niki Border Station refers to people moving between two 

markets, Florina in Greece and Bitola (Monastiri) in FYROM, at a very small distance 

from one another on either side of the border, in order to take advantage of the 

differences in prices and availability of goods in the two markets. This kind of border-

crossing may be very common for border areas of EU member-states, but is certainly 

quite interesting and indicative as to the trends and perspectives of economic 

cooperation between these two countries.
65

 

As far as labor mobility between Greece and FYROM is concerned, it is quite obvious 

that this is the least developed aspect in the bilateral economic relations between 

them. In fact, the only kind of migration so far is that of a small number of Greek 

executives to FYROM, mainly managers of the subsidiaries of the Greek firms. In 

comparison with the fact that Greece hosts over 1 million immigrants, mainly from 

neighboring transition countries (such as Albania and Bulgaria), and FYROM has an 

unemployment rate of around 36%
66

, this is quite surprising. In the case of Greece, it 

appears that capital mobility has been a substitute for labor mobility. In other words, 

Greek investments in FYROM took ‘the job to the worker’, instead of taking ‘the 
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worker to the job’ which is the case in emigration. In fact it is true that the two 

countries were ready to sign a bilateral emigration agreement in November 2004 that 

would have allowed the seasonal emigration and employment of 10,000 people from 

FYROM per year (mainly for the collection of fruit products in Northern Greece). 

This agreement was never signed, because a few days earlier the United States 

recognized FYROM with its constitutional name.
67

 This is another example how 

politics affects economy and the opposite. In case of Greece and FYROM the 

paradigms are many and most of the times prove interaction. 

 

 

Greek Foreign Direct Investment in FYROM 
 

With the beginning of transition process in FYROM, opportunities for attracting FDI 

were much more limited than those of the Central European transition economies, 

started to grow up. Even though problems existed, foreign direct investments and 

privatization process took place in the country.  The country’s modest performance 

throughout the decade was as much due to its institutional deficit as to purely 

economic factors. Institutional deficit includes bureaucracy, corruption, back-pedaling 

and delays in the process of de-nationalization, the quality of public services, political 

instability, the state of the banking system, the lack of any institutional framework, 

etc. In the economic reasons one could include the three-digit inflation until the mid-

1990s and the declining GDP and total demand in the same period.
68

 

The table below proves with numbers the evolution of Greek FDI in FYROM for 

more than the first decade. 

Foreign direct investment in FYROM:  position of Greece, from 1994 until 2006. 
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Practically, from this table we can realize the effect of embargo during the years 

1994-1995 and the results for the Greek investments. For those two years, numbers 

are indicative. In the first lines of the table indicators are really low. This is normal 

because of the bad political situation between the two countries and the totally 

unfriendly climate for investments in FYROM and because of the unpredictable 

future. But after the Interim Accord and the beginning of the economic normalization 

of our between relations, trust starts to grow up and the interests for investments to 

flourish. For the years of 2000 and 2002 Greece is the biggest investor country in 

FYROM and the second for the years of 1996, 2001 and 2004. The presence of the 

Greek capital in FDI (Foreign Direct Investment) is constantly according to that table 

and competitive against other very powerful countries such as Austria, Germany and 

Netherlands.   

One first conclusion that we can reach in contrast to the previous tables of trade is that 

we have seen relatively small scale trade relations between Greece and FYROM 

continued to exist, either directly or indirectly via Bulgaria, throughout the duration of 

the Greek embargo. This, however, was not true of Greek investment.
69

 The embargo 

proved far more effective in relation to investments than to trade and, while it was in 

place, investments in FYROM literally dried up. But after signing the Interim Accord 

and lifting the embargo the dominant role of the Greek capital in foreign investments 

in FYROM became obvious and placed Greece in the top countries of investors into 

                                                           
69Nikas, Christos, 2005, p.106 



 

32 
 

FYROM.
70

 In this situation politics is proved that affect easier and more efficient 

investments from one country to another but less the trade.  

Foreign investment in FYROM increased during the period 1994–2006 at an average 

rate of 78.1% per year, although with remarkable fluctuations. Greek investments 

rapidly increased, with an average of 171.6% per year, but also with impressive 

fluctuations. Consequently, almost a fifth of the foreign capital flowing into FYROM 

during this period came from Greece.
71

 This resulted in Greece moving from the 

position of seventh-ranking foreign investor in FYROM in 1995 to first in 2000 and 

2002, and second in 1996, 2001 and 2004. It is indicative that Greece had clearly 

surpassed Germany in this field by 1997 and remains among the top four main 

investors in FYROM even until today, although the “gold period” for Greek FDI 

opportunities in FYROM seems that came to an end.  

Except of Greece’s presence being constant and stable in FYROM, Greek investments 

created or secured about 20,000 jobs, which is a significant number for a country with 

such high unemployment rates. According to data provided by the Greek Liaison 

Office of Economic and Commercial Affairs in Skopje, Greek investments were 

mainly involved in the following sectors: foods and beverages, energy, oil, cement, 

mining, marble, banking, mobile telephony, tobacco, clothing and accessories, and 

trading companies and dealers.
72

  Although Greek investment was present both in the 

form of the creation of new Greek companies or joint ventures, and in the form of the 

purchase – whole or partial – of an existing state enterprise (as part of the 

privatization process), it was mostly the latter. In fact, Greece’s investment presence 

was mostly apparent in the impressive influx of Greek capital into the mass 

privatization process that was underway in FYROM.
73

 

It is important to emphasize that Greek investment in FYROM during the past decade 

has been part of a greater Greek involvement and economic engagement in the Balkan 

region. In fact, investment activities in FYROM have often been used as a launching 

pad for entering elsewhere in the region.  This strong Greek presence was driven by a 

combination of favorable factors, including geographical proximity, a significant 
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knowledge of regional and country-specific idiosyncrasies, an understanding of 

historical developments and familiarity with cultural particularities, as well as a 

greater understanding of the risks involved in investing in the region. 
74

 

The statistics war between the two countries is indeed relentless in the case of 

investment. It is quite evident that the Greek government’s policy in the late 1990s 

encouraged investment in FYROM. Two of the biggest projects were those of the 

National Bank of Greece and the Greek Telecommunications Organization, both 

controlled by the state. These two projects functioned as pioneer ones and attracted 

the private sector to follow through. The over-dependence on Greek capital, however, 

was not readily accepted by the policymakers in FYROM. Consequently, reducing 

reliance on Greek investment by attracting investors from other countries in the name 

of pluralism and equal opportunity was set as a target in the early 2000s from the 

government of neighbor country.  

Plus, in the statistics war it is included the difference that the two sides give for 

political reasons to the numbers for foreign investments. On the basis of the total 

capital invested, the Greek Ministry of Foreign Affairs (2007) estimates the Greek 

capital invested in FYROM to be €950 million, against the US$293 million estimated 

by the National Bank of FYROM. If the Greek side estimation is closer to reality, 

then Greece was by far the main investor in FYROM. 

Furthermore, the sectoral composition of the Greek capital in FYROM indicates 

pluralism and a gradual shift from projects based on the country’s low labor cost (e.g. 

textiles) to strategic economic sectors such as banks, information technology, fuels 

and telecommunications. There is a distinction for Greek investments between direct 

and portfolio investment in FYROM. Direct investment, either in the form of new 

Greek companies or in the form of joint ventures, takes place to enable the investor to 

profit from the existence of an abundant and therefore relatively cheap factor of 

production such as labor or raw materials in the foreign country. Portfolio investment 

on the other hand, particularly in the former socialist countries, relates to the purchase 

(whole or partial) of an existing state enterprise that is being partially or wholly 

privatized. It is a fact that Greek direct investments in FYROM outnumber indirect 

ones 21 out of 41 projects according to data provided by the Greek Liaison Office in 
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Skopje.
75

 They are mainly concentrated in the so-called traditional manufacturing 

sectors and light industry, and specifically in clothing, foods and beverages. 

Greek investments in FYROM by investment recipient sector, 1995–2005: 

 

 

The enterprises in the food and beverage sector seem to target the FYROM market, 

while those in the clothing sector appear to be oriented towards Greece and/or the 

export market. The purely exporting character of many of these companies is based in 

part, at least, on the low tariffs applicable to goods produced in FYROM and exported 

to other countries of former Yugoslavia. The autonomous state of Kosovo, a market 

of 1.5 million consumers, is a classic example.
76

 

Greece’s investment presence in FYROM is mostly apparent in the impressive influx 

of Greek capital into the mass privatization process that was ongoing for some years. 

These investments took the form of purchasing a majority interest, usually 100%, in 

the business. In some cases such as OTE where the sale concerned a license rather 

than the corporation itself, it is accompanied by an increase in the initial share capital. 

The preference of Greek investment capital for take-overs rather than direct 

investments is probably due to the fact that the institutional deficit is less onerous 

when the business is already up and running than when it has to be created from 
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scratch. Moreover the thing with most importance in a foreign market is that an 

existing business already has its own distribution network.
77

 

Although the already strong Greek presence would be expected to grow even stronger 

in many levels but unfortunately global economic crises came before that and 

especially the Greek crises gave the most important hit in the upcoming developments 

maybe in the future is the most possible to see again a positive rise in Greek 

investments in FYROM. 

 

Most important Greek investments in FYROM (by volume of capital) 

      

      
      
      

BUSINESS  THE NAME 
IN FYROM 

SECTOR  EMPLOY
EES  

INVESTM
ENT IN 
EUROS  

ΕΛΠΕ OKTA-
SKOPJE AD  

REFINERY  950  200.000.0
00  

ΕΤΕ STOPANSKA 
BANKA  

BANK  1.166  178.000.0
00  

ΟΤΕ COSMOFON  TELECOMMUNICA
TIONS 

300  135.000.0
00  

ΤΙΤΑΝ USJE 
CEMENTAR
NICA  

CEMENT  600  75.000.00
0  

ΑΘΗΝΑΙΚ
Η 
ΖΥΘΟΠΟΙΙ
Α 

PIVARA  BEVERAGES 400  60.000.00
0  

ΚΥΡΙΑΚΙΔΗ
Σ 
ΜΑΡΜΑΡ
Α 

MERMEREN 
KOMBINAT  

MARBLE  451  50.000.00
0  

ΒΕΡΟΠΟΥ
ΛΟΣ 

VERO- 
VEROPOUL
OS  

SUPER MARKET  421  40.000.00
0  
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ALPHA 
BANK  

ALPHA 
BANK  

BANK  79  25.000.00
0  

ΦΙΛΙΠΠΟΥ ZITOLUKS 
ELBISKO  

FOOD  1200  15.000.00
0  

TOTAL                       
_  

                      _  5.567  778.000.0
00  

 

Resource: Privatization Agency of FYROM 

 

One year ago, in one of the latest official meetings between the two sides was 

discussed the common interest about cross-border and economic cooperation.  From 

Greek side was government’s vice-president Theodoros Pangalos who said each side 

expressed its views and common conclusions were reached, adding that an effort will 

be made for their implementation in the immediate future. On her part, Teuta Arifi 

(FYROM’s counterpart of Mr Pangalos) said she wanted to send a strong message in 

favor of bilateral cooperation, because this is the only answer to problems faced by 

the two countries. “Greece plays an active role in the economy of the neighboring 

country. We have important investments and many businesses are active there. Our 

trade increases, as well as tourism”, Mr. Pangalos said.
78

  

 

Non-economic relations 
 

Another sector in which important efforts have been made both on the bilateral and on 

a broader regional level, is that of transport, an area of strategic priority for both 

countries. The need for close co-operation in the area of trade infrastructures and 

development became obvious early on. The Greek embargo against FYROM and the 

war in ex-Yugoslavia rendered the Belgrade-Skopje-Athens route (Corridor Ã) un-

usable, thereby creating problems both for the shipments of Greek products into the 

European markets, and for Greece’s trade contacts with the Western Balkans. It is 

indicative that only one month after signing the Interim Accord, a Protocol on 

Transport and Communications was signed in Athens (18-20 October 1995). Of the 

more recent agreements, it is worth mentioning the 1999 Draft Agreement on Air 

Transport, 21 and the signing of the Memorandum on Co-operation between FYROM 
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and Greece for the development of Corridor A, in Thessaloniki on 15.03.2001. 

Underlining the political importance of that project for stability and prosperity in the 

region is that all countries which made use of his corridor participated in its signing.
79

 

Despite the unresolved issue of the name, bilateral relations between Greece and 

FYROM have improved at all levels since the Interim Accord was signed. Conscious 

of the complexity and sensitivity associated with the name issue, the two parties have 

focused their efforts on creating a climate of cooperation. This co-operation has taken 

place on the political and economic levels, and in military affairs, policing, cultural 

and educational relations, development co-operation and infrastructures.
80

 

With regard to military co-operation and after some justified delay, an Agreement on 

Military Co-operation was finally signed on 14 December 1999. This Agreement was 

rapidly expanded via agreements and memoranda, while officers of FYROM’s Armed 

Forces attended the Multinational Peace Support Operations Bilateral relations 

between Greece and FYROM 61 Training Centre in Kilkis, in the Greek province of 

Central Macedonia.
81

 It is a fact that while the Military Co-operation Program for 

2000 was carried out normally, this proved impossible in 2001 due to FYROM’s 

inter-ethnic crisis. The program for 2002, however, went ahead as planned, and was 

based on the Agreement of 23 May 2002.12 Planning program for 2003 was also 

concluded after Greek Deputy Defense Minister Lucas Apostolidis’ visit to Skopje on 

19 December 2002. Co-operation in military training is also moving ahead. This is 

largely thanks to the granting of scholarships which enable cadets from FYROM to 

attend military academies in Greece, and to the Greek Ministry of National Defence’s 

financial assistance in housing renovation and minor reconstruction projects in 

FYROM.
82
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Questionnaire analysis 

 

Topic: How and if the political and economic relations between Greece and FYROM 

could be affected from their trade relations or the Greek investments in the Former 

Yugoslav Republic of Macedonia. 

 

1 Do you believe that both the political and economic relations between Greece and 

FYROM have been improved in the last 15 years?  

YES or NO 

 

2 Can you notice any improving as far as the trade relations between Greece and 

FYROM concerned the last 15 years? 

Very insignificant        1  2  3  4  5        Very significant 
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3 Can you notice any improving as far as the Greek investments in FYROM 

concerned the last 15 years? 

Very insignificant        1  2  3  4  5        Very significant 

 

4 Do you believe that the political relations between the two countries affect in some 

way the bellow particularities? 

1) Trade     2) Greek Investments   3) Both   4) None 

 

5 How high or low would you rate the influence between the political relations and 

trade/ investments? 

 Very insignificant       1  2  3  4  5    Very significant 
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6 According to your opinion, in these two states diplomatic relations, the economy 

affects politics or the politics affect the economy? 

1) E->P      2) P->E     3) E<->P   4) There is no relation 

 

 

7 If the name dispute could be solved, do you believe that the Greek enterprises 

(investments) performance in FYROM would be increased? 

YES or NO 
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8)  If the name dispute could be solved, do you believe that the trade relations 

between the two countries would be increased? 

YES or NO 

 

9 Do you believe that EU accession could play any role in the procedure of improving 

both political and economic relations between Greece and FYROM?  

YES or NO 
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10 Do you believe that the name dispute will be solved in the future?                                                     

In the next few years 

The next 10 years 

Further on 

Never 

 

Conclusion 
 

To sum up what we examine and find the logical conclusions that come out from all 

the previous, we have to see the reality today and how it shaped through history. Post-

Cold War developments in South-Eastern Europe had great impact on Greece and 

with combination with EU experience helped to change old mentalities. Old Greece 
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was and is still defensive, fearful, nationalistic, isolationist, populist, etatist that is 

statist, and protectionist.  Since it thinks of the international environment as being full 

of threats, risks and hostile conspiracies, this is a traumatized Greece that remains 

hostage to its resentment of past foreign domination. In contrast, the new Greece is 

confident and self-assured, and therefore, generous, proactive and, often, takes the 

initiative in contributing to the positive shaping of regional dynamics rather than 

waiting passively for events to unfold. It is an engaging post-nationalist Greece, 

which, having already spent a quarter of a century sharing sovereignty with its 

European partners and building an ever closer European Union, appreciates fully the 

benefits of cooperation and the costs of isolation, especially in today’s globalizing 

world. This is a business-oriented Greece that understands entrepreneurship is the 

primary engine for growth.
83

 This new Greece gives priority to trade, investment and 

economic diplomacy compared to traditional geo-politics. After the change Greece 

started trading and investing heavily in the Balkans. In contrast to politicians, 

journalists and overall public opinion, Greek businessmen, broadly speaking, saw the 

changes in the Balkans as an opportunity for expansion and growth and started 

exporting and investing heavily. Much of the Greek business community diverged 

from domestic populism and became pragmatically engaged abroad. Thus, the new 

Greece first emerged out of business initiatives. For all the ups and downs, Greece’s 

entrepreneurial endeavor in the Balkans after 1989 has been a great success story
84

. 

Today Greece is a primary foreign investor in many Balkan countries and especially 

in FYROM. In purely economic terms, whatever was to be achieved with regard to 

the progress of bilateral economic relations was achieved with the Interim Accord in 

1995. Both countries in their interior faced ethnic rivalries (FYROM with government 

of Gruevski up to a point until today) but they saw that they need economic growth, 

stability and peace.  

The new approach chance was given in Greece by EU accession for the newly shaped 

Balkan countries. For Greece something like that wasn’t easy mainly because of the 

lack of experience. The abandon of traditional roles and a totally new active 

interventionist mission like European regional economic relation and development 

emerged as a need from now on. The evolution of economic relations between Greece 
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and FYROM during the last 15 years is one example of how politics and economics 

are related in the new phase under the filter of international developments. An 

impressive increase in trade and Greek investments completed and Greece can 

characterized as a constant and significant meaning economic partner for FYROM 

that emerged after the first step of political improvement (Interim Accord, 1995). 

Today we are in a point that the resolution of the name dispute will bring political and 

diplomatic benefits but, apart from a possible marginal improvement in the business 

climate, is not expected to deliver tangible, positive economic results. Any return to 

the conditions that prevailed in the economic relations of the two countries at the 

beginning of the 1990s, however, would be extremely negative for the Greek 

economy and literally catastrophic for FYROM’s economy. Political diplomacy 

differs from economic in that the former compares the losses from a conflict for the 

two parties, while the latter aggregates them. Thus, the economic assessment of a 

trade war will always have a minus sign attached and which side has lost the most is, 

in the end, of minor importance.
85

  

For some of the countries in the region, Greece represents, in its traditional role as a 

commercial crossroads, one of the most important markets in the area, even though 

today is in a middle of a great debt crisis. Greece contribute to the efforts of the 

transition economies in the restructuring and stabilization of their economies and is 

still helping though EU accession experience and building slowly and efficiently solid 

economic relations with them. 
86

 Through the Balkans, Greece’s horizons have 

expanded as never before. The process was not easy nor was its happy end assured. 

But today a new Greece, a partner in Europe and a leader in its region, can play the 

constructive role that its history, culture, geography, economics and international 

politics allow.
87

 

Athens and Skopje, distanced from nationalistic political choices and having adopted 

a more realistic approach, have similar interests and treading on similar paths. There 

is a common commitment to peace, stability and sustainable development. Moreover, 

it is hoped that through the building of a bilateral and regional political and economic 

co-operation, there will be a harmonious co-existence within the European structures, 
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given that South Eastern Europe will be in the future an integral and institutional part 

of the European Union.
88
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