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1. INTRODUCTION
1.1. CONTEXT

The Stabilisation and Association Agreement (SAA) between the Republic of North
Macedonia and the European Union entered into force in P4 and continues to be
implemented Since 2009, the Commission has continuously recommended to the Council to
open accession negotiations with North Macedonia, a candidate country since 2005. Based on
the progress achieved and the conditions having imetnthe European Council endorsed the
Council’s decision to open accession *negotdi
Overall, the country has continued to maintain a steady and determined pace in advancing EU
reforms, focusing on the fundamentdending bilateral issues between Bulgaria and North
Macedonia need to be resolved as a matter of pridrtg. authoritiesn North Macedonia
continued to demonstrate publicly their commitment to advance on their EU path. The delays
in the official launch of accession negotiations are having a negative impact on the credibility
of the EU.

The COVID-19 pandemic continued thrawgut the reporting period. By eaictober2021,
North Macedonia had recordé&d total around 93,000 cases and about#0 deaths related
to the pandemic. Around3o of the populationvere fully vaccinatedh earlyOctober

The authorities have taken nse@es to protect public health and mitigate the secmnomic

impact of the COVIDB19 crisis. The EU has provided substantial support to North Macedonia
since the pandemic began and mobilised a package of EUR 66 million atpeyable
financial aid for mmediate needs, emergency medical equipment and-socci@mic
response to the pandemic. This was complemented by EUR 160 million in-fimacrcial
assistance for North Macedonia. The ,Edd Team Europpa s al s o supported
vaccination campaigby providingalmost 350,00@oses byearly Octobeas either donations

or resales covered by an EU grant

1.2.  SUMMARY OF THE REPORT 23

On thepolitical criteria , North Macedonia continued its efforts to strengthen democracy and

the rule of law, including by activating existing checks and balances and through an outreach

on key policy and legislative issué&e countryhas shown its commitment to deliver in the

key areas of the fundamentals, including th
“Action Plan 217 o n  fhe #irst Oung df theloaakedectiansaok c or r u
place on 17 October The Office for Democratic Institutions and Human Rights of the
Organisation for Security and Cooperation in Europe (OSCE/ODIR#®) deployed an

Election Observation MissiorLimited progress was made in addressing the outstanding
recommendations fro@®SCEODIHR and the Venice Commissiaver the reporting period

The comprehensive review of electoral legislation and the adoption of the relevant laws still
need to be finalised in a timely and inclusive manner.

1 https://www.consilium.europa.eu/media/43076X@6eucostatemenen. pdf

2 This report covers the period from June 2020 to June 2021. It is based on input from a Yatemces,

including contributions from the government of North Macedonia, the EU Member States, European Parliament
reports and information from various international and-gowernmental organisations. This also includes the
results of comparative assesnts and indices produced by other stakeholders, in particular in rule of law.

3 For the state of play the report uses the following assessment scales: early stage, some level of preparation,
moderately prepared, good level of preparation and well adgafoce progress made during the reporting
period, the following scale has been used: backsliding, no progress, limited progress, some progress, good
progress and very good progrédéhere appropriate, also interim steps have been used



https://www.consilium.europa.eu/media/43076/26-vc-euco-statement-en.pdf

Opposition parties remained actively engageBaniament and on some occasions supported
key EU related lawsParliamentary work was nevertheless impeded by political polarisation,
compounded by COVIEL9, which on occasion affected its ordinary functions. Efforts are
needed to strengthehe role of Parliamentas a forum for constructive political dialogue,
particularly on the EU reform agenda. Parliament continued to exercise its legislative
functions.Great a@are should be taken in the use of fast track procedures, which need to be
limited to ensureeffective scrutiny and consultation of legislatidtarliamentcontinued to
exercise proper oversight of the executive. The propdsalinternal reform of Parliament,
agreed during the third rineanlyd2® Havetydito beplte a n
in place. The criminal responsibility for those who orchestrated or committed violence in the
attack on Parliament on 27 April 2017 continued to be established, including through first
instance verdicts. The government needs to keegheipeform momentum and focus on the
implementation of the existing legal framework rather than launching sporadic new
initiatives. Timely and substantial implementation of the reform agenda requires sustained
support from society as a whole. Intghnic relations remained stable and the Ohrid
Framework Agreement continued to be implemented.

Civil society organisations continued to be active and have an important role to play in the
reform process. Further efforts are needed to ensure a more timelyinghglamnd
transparent consultation process with civil society. In the context of the challenges faced in
recovering from the COVIEL9 crisis, governmental and ngovernmental actors are
expected to build longerm partnerships and to strengthen existiogperation.

The reform of the intelligence sector, resulting in new structures being established and a legal
framework being developed, has almost been completed. The countstmasa@ngtherthe
capacity for parliamentary oversight over the intelice services.

North Macedonia isnoderately prepareth the reform of its public administratiosome
progresswas made in finalising the horizontal functional review of the state administration. It
is important that the horizontal functional review is adopted by the government.
Recommendations were made for the new organisation of state administrative bodies with
improved lines of accountability. These need to feed into the relevant legislation, which
should be adopted and implementBldrth Macedonia is currently reviewing the legislative
framework on human resources management through the revision of the Law on
Administrative Servants and the Law on Public Service Employees, and is introducing a new
Law on Top Management ServicEhe new framework should improve the management of
human resources across the administration and will contribute to ensuring bget fes
merit-based recruitments, promotions and dismissals, including at senior management level.
The monitoring reports on implementation of the Public Administration Reform Strategy and
the Public Financial Management Reform Programme were presehe&tdie Commission

for the Prevention of Corruption (SCPC) continued to address cases of alleged nepotism,
cronyism and political influence in the process of recruitment of public sector employees and
in the process of appointment of members of supewvismd management boards. Its
findings and recommendations need to be systematically folloyetly the concerned
institutions.

The judicial system of North Macedonia has some level of preparation/ is moderately
prepared. Some progress was achieved regaitie implementation of the judicial reform

4The objectiveof he “Jean Monnet Dialogue’, i n iwithihe Pacidmenty t he
of North Macedonia, aims at buildirapnfidence amongst political parties and strengthening democratic culture
and practices in Parliament.



strategy, thereby further addressing the recommendations from the Venice Commission and
the Senior Experts’ Group on systemic Rule
systematic implementation dfi¢ updated action plan on the judicial reform strategy and the
human resources strategies for the judiciary and prosecution. Judicial institutions continue
applying the new rules for the appointment, promotion, discipline and dismissal of judges and
prosecitors.Most of the implementing legislation of the revised Law on the Council of Public
Prosecutors was adopted. It is important to continue implementing the legal framework and
strategic plans related to the reform of the Judicial Council and the Cafn&iublic
Prosecutors.A new draft Law on the Academy for Judges and Prosecutors should maintain
the Academy as the sole entry pointthe judiciary and prosecution and shosétue afair

and transparent access to these professions

North Macedonia has some level of preparation / is moderately preparedpreteation

and fight against corruption. Some progress has been made, as the country continued to
consolidate its track record on investigating, prosecuting and trying sevenghtean cases,
including at high level, and strengthened its institutional framework, especially the State
Commission for Prevention of Corruption (SCPC) and the Prosecutor for Organised Crime
and Corruption (OCCPO). In April 2021, Parliament adopted 2B81-2025 National
Strategy for the Prevention of Corruption and Conflict of Interest and related Action Plan,

consolidating the country’s commitment to pr

¢

The cases initiated by the former Special Prosetcwor Of fi ce ( SPO) cont i

forward, thereby establishing accountability for the illegal wiretaps. A number of cases were
subject to first instance rulings and new cases were opened on the basis of investigative

material from the former Special Proset or ’ s Of fice. The State

Prevention of Corruption has been {arctive in preventing corruption and opened several
cases, including against hidgvel officials. The State Commission was allocated new
premises Nonethelessthe efforts ® improve its functioning should continue, especially by
allocating extra funding for the recruitment of expert staff.

The country has some level of preparationthe fight against organised crime The
legislative framework is broadly in line with Europeatandards and efforts to implement
strategies against organised crime must continue. Some progress was made at the operational
level, but more needs to be done to improve the effectiveness of law enforcement in fighting
certain forms of crime, such as ney laundering and financial crimes. Coordination remains
crucial for all stakeholders involved in combatting organised crime.

Some progress has been made infihlet against terrorism and preventing/countering
violent extremism in line with the objective set out in the Joint Action Plan on counter
terrorism for the Western Balkans and the bilateral implementing arrangement. A national
plan for reintegration, resocialisation and rehabilitation of foreign fighters returnees and
members of their families waadopted in June 2020, in order to implement the identified
priorities for preventing violent extremism and radicalisation.

The legal framework on the protectionfohdamental rights is largely in line with European
standards. The Law on the Preventiomd aProtection against Discrimination and the
Commission for the Prevention and Protection against Discrimination are in place. The
deinstitutionalisation process made real progress and almost all of the cluthezrned

were resettled to communibyasedcare. The Ministry of Labour and Social Policy is
investing in community services, including supporting victims of gebdsed violence.
Important progress was achieved with the adoption of the Law on Prevention and Protection
from Violence against Womemnd Domestic Violence, with crogsrty support. An

improvement 1s noted 1in terms of gender main

are among the categories most severely affected by the pandemic. Recommendations of
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European and international humaights bodies, particularly regarding the treatment of
detained and convicted persons must be fully implemented without delay. It is also important

for the country to enhance the implementation of the legislation on hate speech and of the
national actionpl an f or the 1implementation of the I
civilian external oversight mechanism over the police is not fully functional, and the absence

of genuinely independent investigators impedg®rts to address police impunity and

effective prosecution. The country should continue to improve the situation in prisons and to
further increase alternatives to detention.

North Macedonia has achieved some level of preparation/ is moderately prepared in the area
of freedom of expression Overall, there was limited progress during the reporting period.
The general context is favourable to media freedom and allows for critical media reporting
although there have been increased tensions during the COV/I@isis. SeHregulation

efforts needto be resumed and followed by concrete results for the advancement in
professional standards of journalism. Greater transparency should be ensured regarding media
advertising by state institutions and political parties. The authorities need to increiase th
efforts to reform the public service broadcaster, ensuring its independence and financial
sustainability. The public service broadcaster adopted ayéae development strategy but

the reform process is hampered by delays in appointing the membisrsn@anaging council

and of the council of the Agency for Audio and Audisual Media Services. The COVID9

crisis had a strong economic impact on the media sector, especially on the regional and local
actors. Media outlets were included in the relietkaae, but the labour rights of journalists

still need to be addressed.

On regional cooperation,the country maintained its good relations with other enlargement
countries ananaintained its engagementregional initiativesExisting bilateralagreements,
including the Prespa Agreemdmgtween North Macedonia and Greece as wethaslreaty

of Friendship, Good Neighbourliness and Cooperation with Bulgaged to be implemented

in good faith by all parties.

On theeconomic criteria, North Macelonia has made some progress and is at a good level of
preparation in developing a functioning market economy. Severely hit by the pandemic, the
economy slipped into a recession202Q A gradual recovery set in as of spring 2021. The
government implemeatl a strong fiscal response to mitigate the crisis impact on households
and firms. The fiscal deficit rose to 8.2 % of GDP in 2020 while the public debt level rose
sharply to 60.2 % of GDP, as additional financing needs had to be covered. Capital
expenditwue was cut in a budget revision to create space for -cakited transfer payments,

yet it was still heavily undeexecuted. The authorities took some additional measures to
improve fiscal transparency, although a fully operational state aid registyygtiso be
developed. There has been little progress made in improving revenue mobilisation and
collection, as well as public investment management, including through a stronger framework
for publicprivate partnerships. The new organic budget law, whichexpected to
significantly improve fiscal governance, is yet to be adopted by Parliament, and its
implementation is delayed. Bolstered by regulatory easing, the financial sector remained
strong and lending to the private sector constant. The businesersngirt continued to be
impeded by the large size of the informal economy.

North Macedonia has madeo me progress in addressing 1ast
moderately prepared to cope with competitive pressure and market forces within the Union.
Integration with the EU in tradeand investment remained entrenched also during the
pandemic. The level and structure of trade and manufacturing output were affected by
lockdowns and supply chain disruptions, domestically and in trade partner countries. The



structure of the industry is continuously improving. The deterioration in labour productivity
and price competitiveness in 2020 reflects to a large degree the economic impact of the
pandemic and t h<eetengian vmeasuras.e\iocational Educatiomehining

(VET) curricula has improved. Still, skills shortages, reflecting shortcomings in education
curricula, capital investment gaps, and limited integration of domestic firms in global supply
chains are restricting potential growth. Digitisation & #tonomy is progressing.

As regards its ability to assume the obligations of membersigrth Macedonia is
moderately prepared in most of the areas coveredlbster 2 on internal market, namely

the free movement of goods, services and capital, intellectual property and competition
policy. Meanwhile, the country has a good level of preparation on company law, although it is
still at an early stage on freedom of movement for workers. drréporting period, North
Macedonia made limited or no progress in all areas, except on free movement of capital,
company law and intellectual property where it made some progress. Overall, more progress
is needed in the coming year in the areas covereithibycluster as it is relevant for North

Macedonia’s preparations to meet t hferthe equir
development of the Common Regional Market.

Overall, North Macedonia is moderately prepared in most of the areas coverdaster G

on competitiveness and inclusive growth, includingimfiormation society and media,
taxation, enterprise and industrial policy, education and culture, and economic and monetary
policy. However, additional efforts are needed to bring these apeashigher degree of
preparednesst has a good level of preparation in the areas of science and research and
customs union. Some progresss made in most of these areas. More efforts are needed,
particularly in areas where limited progress was madd, asiinformation society and media,
science and research as well as education and culture.

On Cluster 4 on the Green Agenda and sustainable connectivitiNorth Macedonia has a

good level of preparation in trafi@iropean networks. It is moderately prepared on transport
policy and energy and as some level of preparation on environment and climate change. North
Macedonia is actively participating in meetings the Transport Community and Energy
Community. It has a high level of compliance with the Energy Community Treaty, notably on
electricity. As all Western Balkans, North Macedonia endorsed the Green Agenda for the
Western Balkans at the Sofia Summit isd@mber 2020. This year, some progress was made

in the energy sector, notably with the progress made towards the adoption of the National
Energy and Climate Plan. However, limited progress were made in transport, environment
and climate change. The countmgeds to substantially steyp its ambition to properly
implement theacquisof chapters 14 and 27. These efforts will increase the efficiency of the
Economic and Investment Plan and speed up the implementation of the Green Agenda for the
Western BalkansAdministrative capacities need to be strengthened in all sectors. In addition,
strategies, action plans and legislation in these sectors need to be coherent with the principles
and priorities of the Green Agenda and to ensure consistency between rslectanal
documents. North Macedonia is moderately prepared in most areaf£loster 5 on
resources, agriculture and cohesionlt has a good level of preparation in the area of food
safety, veterinary and phytosanitary policy amdt an early stagef preparationn financial

and budgetary provisionQver the reporting period, good progress was made in food safety,
veterinary and phytosanitarypolicy and some progress was made in agriculture and rural
development. However, further efforts are needegbanticular in areas where limited or no

> Measuredor the cotrol of plant diseases, especially of agricultural crops.
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progress was made such as fisheries, regional policyttedoordination of structural
instruments as well as financial and budgetary provisions.

North Macedonia is moderately prepared in the areas coverdglusyer 6 on external
relations and has made some progress during the reporting period. In its common commercial
policy, North Macedonia@ontinued itsefforts to coordinate its positions and closely align its
commercial policies with those of the EU, ding within the WTO. However, no progress
was made in development policy and humanitarian Hioith Macedoniais moderately
preparedin the area of common foreign, security and defence policy. The country has
increased its alignment with the EU commomefgn and security policy to6% and its
participation in EU crisis management missions and operations.

North Macedonia remains on one of the main transit routesifgration movement. The
country continues to play a constructive role in the managememtetl migration flows. It
cooperates effectively with neighbouring countries and EU Member States, including with
guest officers from the EU Member States on the ground. Efforts to ensure basic living
conditions and services for all migrants staying & ¢ountry continued. The registration of
migrants and adequate protectsagnsitive profiling improved but needs to be carried out in a
more systematic manner. The Status Agreement with Bbe that would allow the
deployment of standing corps thfe European Border and Coast Guard Agerfapiitey in

the countryhas notyet been signed due to a bilateral issue. The country should take a more
methodical approach to fighting the smuggling of migrants.

2. CLUSTER 1: THE FUNDAMENTALS OF THE ACCESSION PROCESS

2.1. FUNCTIONING OF DEMOCR ATIC INSTITUTIONS AN D PUBLIC ADMINISTRATION
REFORM

2.1.1. Democracy

North Macedonia continued its efforts to strengthen democracy and the rule of law, including

by activating existing checks and balances and through anaohtmn key policy and

legislative issues. Opposition parties remained actively engaged in Parliament and on some
occasions supported key EU related laws. North Macedonia has shown its commitment to
deliver in the key areas of the fundamentals, includingdhu gh t he “ Europe at
and the ‘*Action Plan 21° on the fight agai
public health and contain the COUD® pandemic.

Elections

The first round of the local electioritsok placeon 17 October2021 Overall, the lega
framework remains conducive to the organisation of democratic electimm$éed progress
was made in addressinge outstanding recommendations from the OSCE/ODIHR and the
Venice Commissiomver the reporting period he Electoral Coel was amended during the
electoral processin September 2021 As mentioned in the previous reports, the
comprehensive review of the electoral legislation and the adoption of the relevant laws needs

to be finalised in a timely, inclusive and transparentmeanThe state institutions and bodies,

notably the Ministry of the Interior and the State Election Commission, should make further
efforts to systematically 1 mprove the adaccura

The first round of thdocal electionstook place orl7 October In municipalities where no
mayoral candidate receives the required absolute majdréysecond roundill be organised
on 31 October 202between the two candidates with the most vo@SCE/ODIHR has
deployed an Election Observation Missiorve@ll, peparationdor the local electionfave

8



beencarried out in line with the calendar of the State Election Commission (6G)e

parties have announced cooperation agreements between them, including across ethnic lines.
Among atotal of 299mayoralcandidates8% are women. Women comprise some 4%l
councillorcandidates and head 111 candidate (k286).

The legal framework supports the conduct of democratic elections. The working group on
electoral reform met several times, but d@shnot yet finalised the comprehensive legal
changes in line with OSCE/ODIHR recommendations. Its work was conducted without
meaningful participation from political partie¥he electoral code was amended twice in
2021. InApril 2021, amendments were adoptedsupplement provisions on biometric voter
identification. In September 2021, Parliament amended the Electoral Code with a large
majority. Some amendments aim to address previous recommendations of OSCE/ODIHR,
including on ermanent composition and tenure of the S&leguards against the misuse of
public resources, campaigning in the media, deadlines for theissibmand review of
complaints However, last minute changes in legislation led to uncertainttes.reform of
electoral legislation shouldontinue in order t@address the remaining recommendations of
OSCE/ODIHR and the Venice Commission, including the harmonisation of the Electoral
Code internally and with other relevant laws. This comprehensive process nebds to
completed well in advance of the next elections, in a broad consultation process.

Parliament appointed unanimously the members ofStlaée Election Commission(SEC).

Its compositionand tenure of mandateere addressed by the latest amendments to the
Electoral CodeOn t he voters’ l11ist, further efforts
related to the voter register, such as the lack of standardisation of address data, harmonisation
and interoperability across institutions.

Parliament

The work ofParliament was impeded by political polarisation compounded by CQ9|D
which on occasions affected its ordinary functions. Efforts are needed to strengthen itg role as
a forum for constructive political dialogue, particularly on the EU reform agendar®ent
continued to exercise its legislative functions, including through the work of parliamentary
committeesGreat @re should be taken in the use of fimatk procedures, which need to pe
limited to ensure effective scrutiny and consultation of legislation. Parliament continued to
exercise proper oversight of the executive. The proposalkdarternal reform of Parliament
agreed during the thirdroundo t he °J e an Mearly2020haviyet o begpute °

in place. Criminal responsibility for those who orchestrated or committed violence |n the
attack on Parliament on 27 April 2017 continued to be established, including with first
instance verdist Steps were taken by some political parties to enhance their internal political
process, but further efforts are needed, including by increasing the transparency of the|funding
of political parties.

Parliament has remained the main institutiondolitical dialogue, with the participation of

all parliamentary parties .-2022stategicrplannconiinuedo n o f
However, its work was challenged by the polarisation between the ruling parties and the
opposition on some issues, thanthuling majority as well as frequent absences of the
Members of Parliament (MPs) infected by COVID or in selfisolation.A lack of quorum

prevented the adoption of amendments to the rules of procedure to allow MPs affected by
COVID-19 to work onlineThe National Council for EU Integration, led by the opposition,

started working in June 2021 and has a responsibility to ensure a broad consensus over EU



related reforms. In July 2021, Parliament adopted with guesy supporta Resolutiof,
submitted bythe main opposition party. Parliament carried out a transparent selection for
members of the Commission for Protection and Prevention against Discrimination and elected
unanimously the new members of the State Election Commission. The selection otthree n
judges of the Constitutional Court, ife Deputy Ombudspersons and of a member of the
Judicial Council needs to proceed in a timely and inclusive manner

Parliament continued to face challenges in better planning and coordinating its work to ensure
a more predictableaw-making process The adoption of some laws such as the package of
economic measures designed to address the consequences of -C®DWH3 ddayed. To
prevent filibustering, the government proposed numerous draft laws for adoption in shortened
procedure, which reduced the time for a substantial consultation process with the
stakeholders. The opposition wreie atastiracki t he
procedure aiming at aligning legislation with the Bthuis A total of six public debates

were held. Parliament adopted 159 laws, out of which 67 in regular legislative procedure, 79
in shortened procedure and 13 ratifications. Thunber of laws adopted in fast track
procedures remains a concerrsee 2.1.2. Public Administration Reforithese need to be
significantly reduced as they prevent proper participation of stakeholders on the legislative
processes and democratic debates.

Parliament exercised it®versight of the executive through sessions for parliamentary
guestions. Over the reporting period, four motions of no confidence were introduced against
four Deputy Prime MinisterandMinisters, of which two were rejected and tae pending.

The plenary and relevant committees debated the annual reports of regulatory, controlling and
supervisory bodies, including those submitted after the dissolution of Parliament in February
2020.

The working group on th&é J e an Mo n n e, tchaif2d lylthe gSpeal@r, held two
meetingsin spring 2021 to discuss the implementation of the commitments made during the
third round of the “Jean Monnet Dirues ofg u e’
procedure. Little progress was made and thesenmitmentdhave yet to be put in place.

Under the new composition of Parliament, the number of womemiérs of Parliamerid7

out of 120, i.e. 39%) decreased by one compared to the previous legislature. The number of
MPs from the nommajority communites is the highest ever (42, i.e. 35%). The Committee on
Inter-Ethnic Relations held regular sessions.

As regards therotection of human rights and fundamental freedoms, Parliament adopted
with crossparty support the Law on the prevention and protectgainst discrimination, the

Law on prevention and protection from violence against Women and Domestic Violence and
amendments to the Law on the rights of the child. The Club of Women MPs, and inter party
parliamentary groups on youth, LGBJ,| people with dabilities and Roma started their
work.

The accountability for the violent attacks in ParliamentAjpril 2017 continued to be
establishedIn July 2021, he first instance Criminal Court sentenced to imprisonment the
former Speaker, two former Ministeas well as the former Director of the Bureau of Security
and Counterintelligence (UBK) for organising the violent attacks on Parliament.

5 ‘Resolution on Determining the Macedonian State Positions in the Context of Blockages of the European
Integration$
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Work should continue on improving the efficiency of the democratic system, including
transparency on theinding of political parties, along the lines of the recommendations of
the Group of States against Corruption (GRECO}kee Chapter 23- Judicial and
fundamental rightsPolitical parties should also improve their internal democratic processes.
SDSM held the firstever direct elections for a party leader.

Governance

The government worked on the EU reform agenda and on addressing the consequenges of the
COVID-19 pandemic. It needs to keep up the reform momentum and focus on the
implementing the existing legal framework rather than launching sporadic new initiatives.
Timely and substantial implementation of the reform agenda requires sustained sopport
society as a whole. Int@thnic relations remained stable. The Ohrid Framework Agreement,

the 2" anniversary of which was celebrated in August 2021, continueditogdemented.

In March 2021, all 62 coalition Members of Parliament confirmed their support for the
government in a vote of confidence initiated by the Prime Minister. The government adopted
the reform plan “Europe at  Huoderethe fundamentalsn g at
cluster and based on the revissnlargemenine t hodol o gy, as well as
action plan on the fight against corruption. The National Plan for Adoption ofAdhais
(2021:2025) was adopted in June 2021.

In light of the COVID-19 situation, the Prime Minister and the leader of the biggest
opposition party agreed to postpone the census from April to September 2021 and the local
elections from the first to the second half of October 2021.

Women constitute 20% of thdinisters, 7% of thédeputy Ministers and 25% of th&tate
Secretaries.

Inter -ethnic relations remain stable overall. Further commitment is needed, both at the local
and the national level, to increase trust between ethnic communities. All political actors
should further engage in a constructive and open dialogue with relevant stakeholders to meet
the obligations arising from the 2001 Ohrid Framework Agreement, including by preserving
the multiethnic character of the society. In August 2021, the countrgkedathe 28
anniversary of the Ohrid Framework Agreement.

The reform process of the systemladal selfgovernmentlaunched in 2019 has stalled. The
government should show active leadership, promoting coordination and a systemic dialogue
between ministes and local selfjovernment. Efforts to improve municipal finances
produced mixed results. Revenue collected at local level increased as a percentage of total
revenue of municipalities and transparency of local budgets improved. Ad hoc financial
transfes from the central to the local level provide short term relief but deaomtibuteto

build a sustainable financial framework based on predictable resources. More efforts are
needed to strengthen public finance management capacities and internalt abditlocal

level.

Civil society

Civil society organisations (CSOs) continue to operate, overall, in an enabling environment.
They continued to be active and have an important role to play in the reform process.|Further
efforts are needed to ensurenare a timely, meaningful and transparent consultation pracess
with civil society. In the context of the challenges faced in recovering from the CQ¥|D
crisis, governmental and nagovernmental actors are expected to build {tevgn

7 Social Democratic Union of Macedonia
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partnerships and tarsngthen existing cooperation. The financial framework under which
CSOs operate still needs to be improved.

Civil society is a crucial component of any democratic system and continues to be recognised
as such by the state institutions.

Civil society organisations continued to play the role of watchdog and participated in the
decisionmaking process on key laws, including the laws on prevention and protection against
discrimination and on prevention and protection against violence against women asticlom
violence. Civil society significantly contributed to ensuring the protection of human rights and
fundamental freedoms, especially with respect to assistance provided to the most vulnerable
categories.

Civil society engaged on a regular basis with lgumstitutions and bodies such as the
Council for Cooperation between the Government and Civil Society and the Council for Open
Government Partnership. Continued efforts are needed to further strengthen the existing
structured dialogue, coordinated by thhovernment unit for cooperation with NGOs.

Mechanisms for dialogue such as the hgarty parliamentary groups and the sectoral
working groups need to be fully exploited. A systematic follgvof exchanges with civil
society is needed. Actors from thentire political spectrum are encouraged to enhance
cooperation with civil society, based on a timely, meaningful and transparent consultation
process. Similarly, local authorities are encouraged to further involve grassroots civil society
organisations imolicy and decisiormaking processes.

The COVID-19 pandemic had an economic impact on civil society actors. The ongoing
reform of the state funding for the civil society organisations is expected to further regulate
the current legal framework and to eresthat sufficient means are put at the disposal of the
sector. The process should be conducted in a transparent and inclusive manner.

In order to maintain the positive trend, the government should finalise the2P@31Strategy

for Cooperation with CivilSociety, together with a realistic action plan to implement the
measures programmed in the Strategy. All relevant institutions should ensure the transparent
and timely implementation of the objectives included in the Strategy.

Civilian oversight of the seurity/intelligence sector

The reform of the intelligence sector, resulting in new structures being established and a legal
framework being developed, has almost been completed.

However, the National Security Agency (NSA) is still located inside the pesnof the

Ministry of Interior. The Operational Technical Agency (OTA) continued to acquire the
necessary tools twlfil its role. However, some authorised bodies have yet to be connected to

the OTA. In January 2021, the Law on the Intelligence Agency was revised to harmonise its

l egal framework with the country’s mnew securt
these structures act according to the relevant laws and in an independent manner.

Parliamentary oversight of the intelligence services was exercised after the establishment of
the new Parliament. The relevant committees performed inspections in theiamgifubm
the security sector. The procedure for the selection of technical experts for the Committee for
Interception was completed. However, they have not been employed yet, affieiciedthe

b

performance of the committee’s oversight man

The work d the Civilian Oversight Council was impeded since the resignation of its president
and deputy in 2020. There is an urgent need to provide all necessary administrative and
financial resources for the Council to be fully functional.
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2.1.2 Public administration reform

North Macedonia isnoderately preparedin the reform of its public administratio®ome
progresswas maden finalising the horizontal functional review of the state administrat
Recommendations were made for the new organisation of state administrative bodi
improved lines of accountability. These need to feed into the reldsgislation which
should be adopted and implementBidrth Macedonia is currently reviewing theglslative
framework on human resources management through the revision of the La
Administrative Servants and the Law on Public Service Employees, and is introducing
Law on Top Management ServicEhe new framework should improve the managemér
human resources across the administration and will contribute to ensuring better res
merit-based recruitments, promotions and dismissals, including at senior managemel
The monitoring reports otihe implementation of the Public Administrah Reform Strategy
and the Public Financial Management Reform Programme were presented. Th
Commission for the Prevention of Corruption (SCPC) continued to address cases of
nepotism, cronyism and political influence in the process of recemt of public secto
employees and in the process of appointment of members of supervisory and man
boards.Its findings and recommendations need to be systematically follopeoy the
concerned institutions.

Most of 1ast ye ar€been pattially impemended. inithe aosninghper
the country should, in particular:

- adopt and implement the revised Law on Administrative Servants, the Law on
Service Employees and the Law on Top Management Service;

- adopt and implement the Law &tate Organisation and other related laws in line with
recommendations for the new organisation of state administrative hodies

- ensure full implementation of the Law on General Administrative Procedures.

Strateqic framework for publidministration reform

The implementation, monitoring and reporting of the 20082 public administration

reform strategy and the 2012021 public financial management reform programme
continued. The higlevel Public Administration Reform Council and tReiblic Financial
Management Council ensured bgiblitical support for and supervision of reforms. To drive

the process at the technical level, a properly staffed public administration sector is necessary
within the Ministry of Information Society and Admstration. The Ministry of Finance
continues to be fully involved in the reform coordination efforts. Overall, managerial
accountability in public institutions requires further strengtherseg Chapter 32 Financial

Control). The state budget includesseparate programme for public administration reform,

but full implementation of both strategies continues to depend primarily on donor funding.

Policy development and coordination

The legal framework and institutional structures for a cohgrelty-making systemare in

place. Efforts are ongoing to clarify the division of responsibilities between puobdéyng

institutions to avoid overlaps, set out clear reporting lines and ensure their proper functioning.
Mediumterm budgetary planning and fiscabp i ¢ i e s are 1in line wit
strategic priorities. The central coordination and quality control role of the General Secretariat
was slightly improved, but remains insufficient. The coordination system for EU integration is
being revised to meh the revised enlargement methodology. A new IT solution is being
developed to improve the technical level quality of the EU integration coordination system for
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policy measures and harmonisation with EU regulations. A new IT system for donnor
assistance pasures was introduced.

Evidencebased policy and legislative developmentontinue to be partially ensured.
Administrative data collection further improved, but the quality of data remains an issue. The
state institutions need to reinforce and simplifyrstgaof administrative data through the
interoperability system and use this data more consistently in the demialong process.

The regulatory impact assessments continued to be used formally for all laws that the
government sent to Parliament in regubrocedure, but not for the laws that were adopted in
shortened procedure. The quality of regulatory impact assessments needs to be further
improved and quality control needs to be ensured. The budgetary impact assessments are
either missing or are nobmprehensive. There are iM@inisterial consultations at various
levels, many of which take place online due to CO\M®restrictionsPublic consultations

through the dedicated national electronic consultation system allow for inclusive participation
of all stakeholders, however the electronic system is not used to its full potential. The quality
control and the followup to the public consultation process needs to improve. The number of
laws adopted under shortened procedures is still high, at 4292n(&€e 2.1.1. Democragy

The quality of legislative drafting continues to be an issue, with frequent legislative
amendments creating legal uncertainty and impeding proper implementdt®nse of EU

flag’ needs to be coherent and linked to laws, large part of vénhat beingaligned with

the EUacquis(see 2.1.1 Democracy)

Public scrutiny of government work is ensuredthrough the publication of government
monitoring reports and improved communication.

Public financial management

The national authorities continued to implemetite 20182021 public financial
management (PFM) reform programme and the 2020 action plan, with some delays
occurring including due tothe COVID-19 crisis. The 2022023 fiscal strategywith
prospects until 2025 aiming to enhance fiscal predictabiliag adopted in December 2020
together with the 2021 budget, following a limited public debate. The strategy is not yet
sufficiently usedas a tool in the preparation of the budgetary cycle. The government adopted
the new Organic Budget Law in December, following public consultations, howeéas rid

yet been adopteldy ParliamentThe new law covers a medidierm budgetary framework,
improved budget classification, a fiscal council and fiscal rules. Following a Public
Investment Management Assessment (PIMA), the government adopted a national action plan
for the implementation of the PIMA recommendatiomsDecember 2020. A eordination
structure has to be established involving all key institutions in order to ensure efficient
implementation.

The Ministry of Finance continued its efforts to imprakensparency in the management of

public finances. The @r t a 1 “Open Finance’ wa s enhanced
transactions made by municipalities. In addition, the Ministry of Finance launched a new
transparency tool on public debt.’AS MART’ public finance system
the priorities 6 the government. Focus was put on replacing traditional budgeting with
performance budgeting and the introduction of rarinual budgetary framework. SMART

key performance indicators were defined in order to assess the achievement of objectives and
implementation of results. As of October 2020, the Ministry of Finance started to publish data

on the revenue and expenditure of public and stat@ed companies on a quarterly basis as

well as data on the execution of the local government budget.

Thepublicab n of the 2021 Citizens '202BUhé Miaistryoka s de
Finance has to invest further efforts in increasing public inclusion at every phase of budget
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preparation, execution and reporting. In addition, the adoption and efficient iergkeion of

the new Organic Budget Law as well as the foreseen development of an Integrated Financial
Management Information System (IFMIS) will contribute to an increase in budgetary
transparency.

Public service and human resources management

To ensure biger respect fomerit-based recruitment and promotion and have in place

more objective criteria fodismissal North Macedonia is currently revising the two major

public service laws on Administrative Servants and on Public Sector Employees and is
introducing a new Law on Top Management Servide contradictoryrules in the Law on

Internal Affairs, which allonemployees to be excluded from the provisions of the Law on
Administrative Servants, are still in force. Procedures for temporary or service employment
contracts, with lower criteria, continue to be used frequently, bypassing the criteria set in the
Law on Administrative Servants. The grounds for dismissals need to be more transparent. A
number of top management positions were fil]
extended duration. Many of the managers in acting positions were appointed dbr a f
mandate in the summer 2021. The State Commission for Prevention of Corruption continued

to address cases of narerit based appointments in 2020. The Commission issued a number

of recommendations for the improvement of public sector recruitment preseidueliminate

nepotism, clientelism and cronyism, including for the appointment of managers and members

of supervisory and management boafise Chapter 23 Judiciary and fundamental rights

These recommendations are not yet embedded in the resgegislation. The cooperation

of s ome state institutions 1 n providing d
recommendations in individual cases is not sufficient.

The Ministry of Information Society and Administration continues to coordinate and monitor
the management of human resourceacross the public administration. The engagement and
capacity of all concerned institutions still needs to be increased to ensure that legislation is
applied systematically and data is uploaded regularly in the humanmrecesananagement
application. Not all line institutions use the human resources management information system,
whose potential could be further exploited. Tamuneration systemhas yet to be revised to
ensure more consistent levels of pay and to promateility. With the amendments to the

law on 2021 budget execution, the amounts for salary supplements for nunmsitations

were increased sevenfold. This includes the 21 institsibrcentral level, for which some
criteria for awarding salary sumgshents was adopted.

The representation of women in the public service remains over 50%, including in middle
management. Women are, however, less represented in top management positions. The
equitable representation of minorities is inconsistent acrospubkc sector and across all
categories of civil servants. A special law was adopted to transfer to various institutions
public employees, who were recruited years ago and continued to receive a salary without a
formal assignment and without having to shop for work. As of July 2021more than

1,200 out of 1,349 such employees were assigned with new jobs in 237 different state
institutions. Some institutions are reluctant to take over these employees as they are
transferred to positions which do not match the needs of these ine8tulibis parallel
recrutmenpr ocedure affects other institutions’ i
according tanstitutions ne e ds , fequirdmenigor equitablehrepresentation. The
principle of fair representation of men, womerd athnic groups needs to be applied across

the whole public sector.

Professional developmentemains unsystematic. Many institutions offer specialised training
to their employees. Nevertheless, there is no centralised database of all trainings offered by
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various institutions. Adequate regulations iategrity in the public service are in place,
including through whistldlower legislation. However, there is no data on how the integrity
mechanisms are implemented in practice, nor on whether and how \bfhstiers are
protected from retaliatory actions.

Accountability of the administration

In North Macedonia, the new Law on State Organisation, aiming at streamlining the
institutional framework, eliminating overlapping competences and enhancing the
administa t i on ’ s ef ficiencyThe tunctionalyreview aof @39 beatrala d o p t
government institutions was completed. During the reporting period, some institutions
reported to both their line ministry and to the government in parallel. Delegation siodeci

making authority to middle management remains limited both at central and at local level.
Continued efforts are needed to efficiently mainstream managerial accountability across the
entire public administratiorsée Chapter 32Financial Contro).

The protection of the i t i zensd right t by indpmendént iastitutions, i st r a
especially the Ombudsman and the State Audit Office, is provided for in the law. A
systematic followup to their recommendations needs to be ensured. The legal foaknew
safeguardsthe t i zens 6 right t o .aAkicsetidiens needibolragdarlyy nf or |
provide and update the data on their websites. New IT tools are in testing phase and allow the
Agency for Protection of Free Access to Public Informatiomtmitor compliance with the

rules on proactive disclosure of information. This reduces the grounds upon which requests
for public information can be refused. The /
somewhat improved. All accrued appeals toAlgency were resolved. The COWI® crisis

led to delays in responding to requests for public information by many institutions.

The legal framework forthe i t i zens 6 ri ght tiein platetn pnactiset r at i v
the appeal procedures are stilhesous, complex and lengthy, comprising several appeal
layers and numerous repetitions. Most of the decisions are not based on merit but on
procedural considerations. Enforcing administrative court rulings, which were themselves
rarely decided on merit, atinued to be delayed by the respective institutions. The legislation
regulatesthe i t i zensd r i ght dndthesliabditi of publicputhorises ni o n
cases of wrongdoing.

Service delivery to citizens and businesses

The national gortal for services is being upgraded in an attempt to make the administration
more user-oriented, an encouraging development given the importance of digitalising the
public administration and strengthening the provision of online servwestizens and
businesses in the current COVID context. State institutions must demonstrate more
commitment to provide services through the natiorpbral and encourage citizens to use

the eportal and the electronic register of population to thelr jotential. The electronic
register of population will also be used to crosscheck census data. The use of electronic
signatures for services to citizens and companies modestly increased. The interoperability
framework improved in scope, but politicallwvand funding are needed for it to reach its full
potential. A number of basic key services, such as issuance of passports, driving licences,
school certificates, registration of vehicles, incurred significant delays and caused
dissatisfactioramongcitizens.

No developments were made towasisplifying administrative procedures. The Law on
General Administrative Procedures (LGAP) is still not systematically implemented across the
administration despite the recurrent recommendations of the European G@nmithis
creates legal uncertainty for the recipients of administrative services. Many legal deadlines set
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in the LGAP were not respected due to the COX{IDpandemic. The administration needs to
reinforce training and awarenesssing for its employee® ensure legal certainty for citizens
and businesses.

2.2 RULE OF LAW AND FUNDA MENTAL RIGHTS
2.2.1 Chapter 23: Judiciary and fundamental rights

The EU’s founding values include the rule
(independent, quality and efficient) judicial system and an effective fight against corruption
are of paramount importance, as is the respect for fundamental rigtet& and in practice.

The countryhas some level of preparation / is moderately prepare apply the EUAcquis
and European standards in this area. Ovesaline progress has been made, including
throughstrengthened judicial independence andressing instances of police impunityhe
implementation of the judicial strategy continues, including the Law on the Rublic

0 |

Prosecutor’”s Office, ensuring acrelataddothebi 1 i t

illegal wiretaps. The State Commims for the Prevention of Corruption, using its reinfor¢ced
powers, continues to deliver results, including on Heyel cases. Corruption is prevalent|in
many areas and remains an issue of condéonth Macedonia continue to meet its general
obligations on fundamental rights buthere are challenges implementing the existing
legislation. As regards the legal and policy framework, the new Parliamadiopted the
Law on the Prevention and Protection against Discrimination, iaftexd beerstruck down
on procedural grounds by the Constitutional Court, and appointednémebers of the

Commi s si o0on for t he Prevention and Protectio

Office need an increase of its budget, allowing recruitment of specialised staff, in order to
better accomplish its role. It is essential to complete the appointment of members of

independent and regulatory bodies based on merit. The functional independence of these

bodies must be guaranteed at all times, including through the appropriate financial resources.

Functioning of the judiciary

The judicial system of North Macedonia hssme level of preparation/ is moderately
prepared. Some progressvas achieved regardirthe implementation of the judicial reform

strategy, thereby further addressing the recommendations from the Venice Commission and
the Senior Experts’ Group on systemic [Rule

systematic implementation of thupdated action plan on the judicial reform strategy and the
human resources strategies for the judiciary and prosecution. Judicial institutions continue
applying the new rules for the appointment, promotion, discipline and dismissal of judges and
prosecubrs. Most of heimplementing legislation of the revised Law on the Council of Public
Prosecutorsvas adoptedit is important to continue implementing the legal framework and
strategic plans related to the reform of the Judicial Council and the CounBillbic
ProsecutorsAny new draft Law on the Academy for Judges and Prosecutors should maintain
the Academy as the sole entry pointthe judiciary and prosecution and shosdétue afair
and transparent access to these professions

In the coming year, the country should, in particular:

- step up the consistent implementation of the judicial reform strategy and the updated
action plan, with a specific focus on adopting a new law on civil procedure, in line with
the European standards;

- implement the human resources strategies for the judiciary and public prosecution
network, use them as an indicator for projections on next recruitments;
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- improve the automated court case management information system (ACCMIS) to|ensure
that it is fully functional and reliable

Strategic documents

Implementation of th&trategy on Judicial Reform(2017%2022) has continued. The Council

for Monitoring the Implementation of the Judicial Reform approved thanbual
implementation report for 2019 and 2020. Tihglementation of the updated Action Plan

adopted in October needs to be stepped up. The long awaited strategies for Human Resources
Management in the courts and in the Public 1
2020 and December 2020 respediiveith relevant action plans for their implementation.

Management bodies

In December 2020, Parliament elected a new member afuttieial Council. The election

of anothermember of the Judicial Coundilas been pendingince July 2021. The Council
eleced its new president in April 2021 from among its lay members, in line with the Law on
Judicial Council. The Judicial Council adopted several documents, in order to ensure its
effective activity: a Strategic Plan 202022; a Plan for Strategic Communicat]
methodologies for qualitative assessment of judges and of presidents of courts; and an Internal
Plan for the assessment of the courts, judges and presidents of courts in 2021. The
methodology for determining the complexity of court cases, by analybmgndicative
number of cases to be addressed each month by a judge, was adopted in September 2021. The
Council needs to maintain its role as a guardian of the independence and impartiality of
judges, and to build on its efforts to operate in a transparanner.

In December 2020, Parliament elected two new members ofCtncil of Public

Prosecutors The Council adopted rules for monitoring the performance of the work of the
Public Prosecutor’s Of-2023wassadoptddlincAugbst 2020t Thez i ¢ P
Council should provide reasoning for its decisions, and ensure regular access ofitheomed

its sessions. The Council received a budget allocation equivalent to EUR 320000 but still
lacks the human and IT resources to perform its tasks effectively.

Independence and impartiality

Judicial independence is enshrined in the Constitution.céhenitment to the full respect of

the principle of independence of judiciary as well as increased transparency, notably in the
work of the Council for Public Prosecutors, needs to continue. It is important to ensure that
the judiciary is shielded from anysk or perception of undue external interference. The
Association of Judges and the Judicial Media Council actively promoted strengthening
transparency as one of the tools to restore public trust in the judiciary.

The proceedings imasdc’e dooulydezldhe Skopje Caur dfe t
Appeals rejected as unfounded the appeal of the defendant, the former Special Prosecuto
and upheld the first instanamnviction verdict. Public trust in the judicial systerwill be
enhancedoy handlinga nd finally c¢losing the trial case
Office (SPO).

The sustainability ensuringdhe &coouniability fof thedcrimes wo r k
arising from andelated tothe wiretaps, was enforced by the implementatiothefLaw on

the Public Prosecutor’>s Office. The provisio
order to ensure a professional and impartial prosecutorial system, more resilient to risks of

external interference.

The Law on Case Flow Managementthe courts entered into force on February 2020. The
provisions of the law regulate the automatic and random distribution of cases in the courts,
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through theautomated court case management information systeCCMIS). In October

2021, the Court of Appeain Skopje upheld the first instance judgement agahestformer

president of the Skopje Criminal Court for manipulation of ACCMIS. The alleged
wrongdoings were revealed during inspectionsich weresuspended due to COVADO and

resumed in 2021Full implementation of the law depends on the decision to upgrade the
current software or to develop a new one. Continued commitment is needed to ensure the
system’s capacity t o produce automatically
recommendations anmtiethodology of the CEPEJ, on the performance of both the judiciary

and the prosecution.

Accountability

The Council for Judicial Ethics has met six times since February 2020. The initial training
programme at the Academy for Judges and Prosecutors fof220@@ludes 27 lectures on
ethics, business culture and deontology.

The Judicial Council receivedl40 requests to determine the responsibility of a
judge/president of court in 2020. Since June 2020, the Judicial Council has dissa¢sed

judges including dormer president of the Supreme Caufhe general reasgorovidedfor

the dismissais related tounprofessional performance. The Judicial Council established its
Commission tasked to prepare an Action Plan for monitoring corruptidinei judiciary by
determining specific target groups, methods of monitoring, indicators and timelines. In 2020,

the State Commission for the Prevention of Corruption issued misdemeanour payment orders
against 15 judges or presidents of courts and 10 quoms (from the former Special
Prosecutor’”s Office) for failing to submit e
status and interest.

Professionalism and competence

The Judicial Council started to apply the new methodologypfofessional evaluation in

view of appointments and promotions In February 2021, the Judicial Council elected the
President of the Supreme Cousince June 2020, the Judicial Council has appoisés@n

judges anceight Presidents of courts, and allowed 18 retiredy@gsdto perform their tasks for

an additional year. In April 2021, it recruited the remaining six graduates of the Academy for
Judges and Prosecutors. The Council of Public Prosecutors appointed five prosecutors each in
the Higher Publ i Skodlerand ia the Public ’Psoseadtér's Office for
Prosecuting Organised Crime and Corruption (OCCPO), and heads of two Basic Public
Prosecutor s Of fices. The Academ30infesvice J udge
training sessions for 2,858 professatm

Quality of justice

A proposed draft Law on th&cademy for Judges and Prosecutorshould maintain the

Academy as the sole entry point to the judiciary and prosecstenye dair and transparent

access to these professions, and must follow the recommendations of the 2018 peer review
mission on judicial training and address Eu
limited restructuring of initial training. The first evereputy Director of the Academy was

elected in March 2021. The training of 60 students of the seventh intake started in September
2020. The selection of 97 candidates of the eighth intake is still ongoing. The Academy is an
observer to the European Judiciahining Network (EJTN) and itarted tobe more pre

active in benefihg from the expertise of the network. The 2021 budget of the Academy saw

an increase of approximately 35¥%hreenew employees were recruited in 2021.

The Supreme Court and the fourl€ of Appeal have continued their efforts to improve the
consistency of judgementsnd to harmonise court practices.
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According to the European Commission for the Efficiency of Justice (CEREE)
implemented judicial system budget for 2020 E&fR 40 million. This amounts to EURA5
per inhabitantwhich is less than the Western Balkans median of EUR 3¥heé.Judicial

System Budget (the budget for courts, public prosecution services and legal aid) has

decreased b3y8,3% since 2019.

At the end of 202@here were 493 judges, (23 per D inhabitantsp1% female judges
and 187 prosecutorsifie per 100000 inhabitants), 55% fenm&ajprosecutorsCompared with

2019, there is a slight decrease in the number of judges and prosecutors for 2020. It remains
essential to ensure an adequate assessment of staffing needs, notably in the prosecution
services, based on timely implementation of the adopted human resources strategies for the

courts and Public Prosecutors' Offices. Implementation of the IT stratetipe ijudiciary

remains predominantly funded by donors. Initial considerations for the digitalisation of all 34

courts will require the engagement of additional IT staff,challenging taskdue to
uncompetitive salariesn offer for such tasks in the pub$iector

Permanent efforts are needed to promote the uakieshative dispute resolutionincluding

for commercial cases. In 2020, the number of mediation cases rose by 55% compared to 2019.

Efficiency
Nearly all courts continued a positive trend by maimihg aclearance rateof 100%. The

number of unfinished cases under the old procedural laws decreased further. The Venice

Commission recommendations to-aeamine the provisions of the Law on the Use

of

Languages related to bilingualism in judicial predegs have not yet been addressed. Judges

have yet to receive all the supplements to their salaries, while claims in the ju

dicial

administration, including for career advancement, are still pending. The overall cost and
duration of enforcement procedursBould be addressed at all points of the enforcement
chain. In October 2020, the Association of Judges prepared a detailed protocol for the

implementation of Protection Measures in Courts concerning the CQYIpandemic. The

protocol aims to protect theshlth of court employees and of all citizens who exercise their

rights before the court.
Fight against corruption

North Macedonidas some level of preparation is moderately preparedin the prevention
and fight against corruptiorBome progresshas been made as the country continued
consolidate its track record on investigating, prosecuting and trying several corruption
including at high level, and strengthened its institutional framework, especiall$téte
Commission for Preventionf Corruption (SCPC) and the Prosecutor for Organised Cr
and Corruption (OCCPO)In April 2021, Parliament adopted the 2€2125 National
Strategy for the Prevention of Corruption and Conflict of Interest and related Action
consolidatingthe ount ry’s commitment to prevent

to
cases,

ime

Plan,
corrwu

The cases initiated by the for mer Spejci al

forward, thereby establishing accountability for the illegal wiretaps. A number of cases

were

subject to first instance rulings and new cases were opened on the basis of investigative

material from the for mer Special Pr os
Prevention of Corruption has been farctive in preventing corruption and openedesal/

ecuto

cases, including against higgvel officials. The State Commission was allocated new

premises Nonethelessthe efforts to improve its functioning should continue, especially
allocating extra funding for the recruitment of expert staff.

In the conng year, the country should, in particular:
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- continue the efforts to fight corruption by increasing the sudporthe relevant bodies,
implementing the National Strategy for the Prevention of Corruption and Conflict of
Interests and providing clear pofiguidance to state institutions;

- ensure that proper resources are allocated to the Office of the Basic Public Prosecutor for
Organised Crime and Corruption in order to engheeefficient accountability for the
crimes arising from ancelated tothe wiretaps as well as for new higinofile corruption
cases;

- continue to increase the track record of convictions in -leghl corruption cases,

2

followed by confiscatin of criminal assets, buildingupbna s t ye ar s positiyv

Track record

Progressin investigating, prosecuting and trying corruption cases has continued, including
high-level corruption cases, despite the fact that the hearings slowed down because of
COVID-19. In addition, new highevel corruption cases were opened. Tdases of the
former Speci al P r oostiaueditd ke tri6dsmosiy uhdercthee Public Prosecutor
for Organised Crime and Corruption. So far, there have fieginconvictions in seven cases
against 17 defendants. Trials are ongoing for most ofdimainingcaseswith several dozen
hearings having taken place throughout the year. The statute of limitations was reached for
some charges againshe defendant in one casehile other cases had to restart, because of
the inconsistency of the proceedinggst-instanceverdicts have been issued in nine cases.
The Courts issued 39 imprisonmesentences including against prominent former
government officials such as a former Prime Minister, former Minister of Transport, former
Minister of Interior and former Director dhe Bureau of Security and Counterintelligence
(UBK). Three of those found guilty remain at large.

In February 2021, the Court ruled 1in first |
‘Monster’ aFod t tdseget I n t h e the* chlstnosderedr life ¢ a s e ’
imprisonment for three defendants, who were found guilty of terrorism, and ordered prison
sentences of 15 and 9 years, respectively, to two others, accused of the murder of four
teenagers and a fisherman near the Smiljkovci Lakekapje in 2012.

In a core caseroughtbyt he former Special ProBerctutoss’s, Of
court found the defendants guilty of abuse of official position, conducting illegal wiretapping

of over 4,200 telephone numbers of citizens and illegally destroying the equipmentmused fo
these activities imnattemptto destroyevidence. A former UBK director was sentenced to 12

years in prison, the former Head of Cabinet to six years in prison and former Minister of
Interior to four years in prison. Two former police officials who ewerently at large, were

given 15 years in prison in absentia. A former Head of Department at the Ministry of Interior,

was given three years in prison. The remaining five defendants (UBK employees) were
sentenced tbwo year suspended prison sentences.

mMApril 2021, the Court ruled in another <case
t hereasuryCa s e’ and sentenced the former directo
former head of the fifth UBK directorate, to 15 years in prison seatia; a former chief of

staff to five years in prison; the former assistant of the Minister of Interior to five years in
prison. They were charged with abuse of office and causing damage to the state budget in the
amount of over 862,000 euros for the @mement of electronicommunication equipment

and training for its use.
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In July 2021, the Criminal Couftoze the assets and accounts of the former Government
Secretary General and extendbis house detention until September 2021. The initial
assessmerof the fraud against the state budget is EUR @30

The Office of the Public Prosecutor for Prosecuting Organised Crime and Corruption, on the
basis of the Special Prosecutor investigations andngestigations, opened one new case
and filed severahdictments against high officials.

In 2020, thePublic Prosecutor for Prosecuting Organised Crime and Corruptionopened
investigations into 14 cases of alleged corruption against 49 suspects (10 high profile
investigations involving 55 individuals in 2019). Investigations are ongoing against 35
individuals regarding alleged abuse of official positions and againsididduals on alleged
money laundering. Indictments were filed in ten cases against 28 individuals and one legal
entity. Trials are ongoing in 36 cases against 189 individuals. 50 individuals were convicted
in eight first instance judgments (first instanjudgements against 7 individuals in 2019).
Two individuals were convicted in two second instance gaaints.

In 2020, following financial investigations of the Ministry of Interior, criminal charges for
corruption were brought in two cases where terapomeasures regarding the disposal of
immovable property were adopted. In three cases valuable assets were confiscated after the
first instance judgments.

The State Commission for the Prevention of Corruption(SCPC) has continued to be pro
active in prgenting corruption and opened several new cases. In regaliegations of
conflict of interest, in 2020, the SCPC processed a total of 86 cases, out of which six were
initiated by the SCPC itself and 80 upon the request of other parties. In 2020, fet@

cases were closed (40 in 2019), out of which 116 dating from 2019 and 33 from 2020. In
2021, a conflict of interest was established in eight cases. Six casagsoéred upon follow

up by institutions/individuals. In seven cases, the SCPC fawodnds for suspicion of
violation of the provisions of the Law on the Prevention of Corruption and Conflict of Interest
(LPCCI) as a result of which it submitted initiatives to determine responsibility to the
competent authority. In two cases, the suspere dismissed from their institutions. A total

of 47 cases were established based on 47 requests for opinions. In regard to violations of the
LPCCI provisions on conflict of interest, the SCPC issued 20 misdemeanour payment orders.
The SCPC also subnett five requests to initiate misdemeanour proceedings against officials
to the SCPC Misdemeanour Commission, due teexatution of payment after issuance of
payment orders. In 2020, the SCPC submitted six indications/recommendations to various
institutions in cases where there was a suspicion of potential conflict of interest. As of 24
August 2021, B72 asset declarations are accessible on the SCPC website (7275 in 2019). On
irregularities inasset declarationsin 2020, 73 misdemeanour payment ordenevigsued by

the SCPC, out of which 60 were related to 1sobmission/untimely submission and 13 to
failure to report an increase in property. 16 requiesisitiate misdemeanour procedures were
submitted to the SCPC. In regard dorruption cases in 20D, a total of 418 cases were
initiated, 12 on the own initiative of the SCPC and 406 based on reports submitted by third
parties. 378 cases weamsolved. Out of the cases submitted on the basis of reports, the SCPC
found ground for suspicion of violation of the criminal code in two cases and submitted
initiatives to the public prosecutor (2 cases in 2019). The SCPC instigated initiatives before
thecompetent authorities to determine the responsibility of officials in 11 cases.

According to the 2020 Council of Europe Group of States against Corruption (GRECO)
activity report, North Macedonia implemented 52% and partially implemented 40% of the
recomnendations. Twelve of the implemented recommendations regarded judges, Six
regarded prosecutors and seven members of Parliament. According to the 2021 GRECO
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Compliance Report to the fifth evaluation round, four recommendations were met and nine
recommendatins were partially met. Teeconcernedhe introduction of integrity checks for
government advisers, increased transparency of police by enhancing access to information,
the conducting of atudy on posemployment activities of police employees and caim$

against police staff being reflected in comprehensive statistics.

3

The adoption of a code of conduct for per s
the central government was welcomed in the report. However, placing the implementation of

the code of conduct in the hands of a Deputy Prime Minister was considered incompatible

with GRECO practice, because the Deputy Prime Minister caildhe same time
investigate/sanction violations and provide confidential counselling on the code.

Concernsvere also raised regarding the substantial number of cases of conflict of interest and
asset disclosure involving top executive functions processed by the SCPC. Most of the ten
norrimplemented recommendations regarded the police.

Institutional framework

In 2020, the government appointed a Deputy Prime Minister responsible faoamngption,

sustainable development and human resources. The Deputy Prime Minister is tasked with
coordinating the anticorruption policies and the institutions involved in thd figainst

corruption. In March2021, the government adopted an actiruption action plan titled
‘*Action 21° with priorities and measures r o
investigation centres, the increased use of the National Intetmjsr Platform and
amendments to anticorruption legislation. In January 2021, the Ministry of Interior also
developed its own antiorruption programme aimed at ensuring the integrity of employees,
inter-institutional ceoperation and fostering publiaist.

Preventive measures

The State Commission for the Prevention of Corruption, appointed in February 2019,
reinforced its capacity to verify statements of interest and assets and to initiate misdemeanour
procedures. The State Commission finally receivepr@priate new premise#ts resources

now need to be further consolidated aogplementedn particularthrough the provision of

expert staff.

A new Code of Ethics for members of the government and public office holders appointed by
the government waadopted in 2020 and amended in 2021. Efforts continue to improve the

transparency of public institutions. The new National Strategy for the Prevention of

Corruption and Conflict of Interest systematises measures in public procurement and
employment in th@ublic as well as other sectors.

Law enforcement

The main institutions dealing with law enforcement are the Public Prosecutor's Office for
Prosecuting Organised Crime and Corruption within the Public Prosecutor's Office (OCCPO)
and the Department for Serious and Organised Crime within the Ministry bftdrer. The
OCCPO inherited most of the f or mprofile Sapes c i a l
and also deals with organised crime, often related to the smuggling of migrants. The OCCPO
was allocated new premises, althouigimasnot moved yet

The State Commission for the Prevention of Corruption, the State Audit Office and the other
institutions with competences in fighting corruption need an appropriate allocation of resource
in order to be able to pursue higlofile cases. One of these key naises is represented by
additional prosecutors, their appointment being described as a matter of urgency in the new
Public Prosecutor Lawkive new prosecutors were appointed in April 2021. The newly
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established investigative centre/judicial police in the os ecut or ’ s of fice
demonstrate its capacity to support the office by increasing its investigations.

In 2020, accounts were frozen in one case, while in two cases temporary measures were
adopted to prohibit the use, alienation or disposateal estate. Three cases alfeged
corruption were opened and assets, including money and luxury goods, were confiscated
following a first instance verdict. Between January and March 2021, movable and immovable
property, as well as shares of significaalue, were frozen in one case.

Legal framework

The country is part of all international aatrruption conventions, including the United
Nations Convention against Corruption.

The Law on theFinancing of Political Parties stipulates how financial mearsan be
provided to political parties and managed correctly. The Electoral Code sets out the rules on
the financing of electoral campaigns. The State Audit Office (SAQO) exercigasséxontrol.

In 2020, according to SAO, 13 political parties failed torsislwithin the legally prescribed
deadline one or all of the three types of financial repedanual accounts, annual financial
reports and reports from the register of donations received for 2019. A procedure was initiated
before the Ministry of Justiceand a measure of suspension of payment of funds for regular
annual financing was pronounced. In 2020, audits of the financial statements for the regular
operation of four political parties as well as audits of the financial statements of all 15
organiserof electoral campaigns for ti#020 earlyparliamentary election were performed.
According to a new systematisation, the SAO established a new sector with competence to
audit political parties, the State Commission for Prevention of Corruption, the State Election
Commission and the Agency for Aincand Audiovisual Media Services.

The Law onfree access to public informationallows information to be obtained dhe
public financing of political parties.

The 2008 Law orlobbying regulates lobbying activities, the registration of lobbyists and
includes a supervision mechanism. A new Lawlainbying was adopted by Parliament in

June 2021. The law extends the competences of the SCPC adding the responsibility to keep a
register of lobbyists and lobbying organisations. The Law on the Protectidvhistle-

blowers still needs to be further aligned with the EAtquis Recommendations for
harmonisation of the Law with the EU Directive 2019/1937 were provided in the framework

of an EU funded project.

Strategic framework

The National Strategy for thierevention of Corruption and Conflict of Interest (220R5)

and the related Action Plan is the main reference document. The strategy was drafted in an
inclusive process, involving relevant stakeholders and experts. It was adopted by Parliament
in April 2021.

Fundamental rights

The legal framework on the protection of fundamental rights is largely in line with Eurppean
standards. The Law on the Prevention and Protection against Discrimination and the
Commission for the Prevention and Protection against Discrimination are in flaee
deinstitutionalisation process made real progress and most of the clutdreernedwere
resettled to communitipased care. The Ministry of Labour and Social Policy is investing in
community services, including supporting victims of gerssed vitence. Important
progress was achieved, with the adoption of the Law on Prevention and Protection from
Violence against Women and Domestic Violence, with epasty support. An improvemer\ﬂ
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among categoriemost severely affected by the pandemic. Recommendations of Eurppean
and international human rights bodies, particularly regarding the treatment of detained and
convicted persons must be fully implemented without ydelais also important for the
country to enhance the implementation of the legislation on hate speech and of the pational
action plan for t he implementation of|] the
external oversight mechanism over the polis not fully functional, and the absence| of
genuinely independent investigators impedes addressing police impunity and effective
prosecution. The country should continue to improve the situation in prisons and to [further
increase alternatives to detemtio

is noted in gender mainstreaming argpect forwo me n > s Ithough Wwamen are epa{

In the coming year, the country should, in particular:

- implement all the provisions of the Law on the Prevention and Protection against
Discrimination, and allocate the necessary resources enabling the Commission for
Prevention and Protection agaifsscrimination to become fully functional;

- address in a prompt and more systematic manner the recommendations of international
monitoring bodies, especially with regard to the rights of persons in detention/prison;
promote, protect and guarantee rightspersons in a disadvantaged or marginalised
situatiors;

- further improve the quality of community services to identify children at risk and to
provide adequate support to vulnerable categories of children, especially children victims
of violence, Roma chdren and children with disabilities

North Macedonia has ratified mostternational human rights instruments. In October

2020, the country informed the Committee on the Elimination of Discrimination against
Women (CEDAW) of the measures to implement the recommendations contained in the Sixth
Periodic Country Report.

In 2020, there were 320 applications pendbefore theEuropean Court for Human
Rights. The EGHR found violations of the European Convention on Human Rights in 14
cases (against nine in 2019), relating mainly to the right to a fair trial, protection of property,
respect for private and family lif@gnd the prohibition of tortureAccording to CEPEJ11
cases wereonsidered aglosed after a judgement of the tHR, and the execution of
judgements procesadainst 26 in 2019

The Ombudsman Office remains the central body for gfemotion and protection of

human rights. The appointment of the new Ombudsman in January 2021 raised concerns due
to the political affiliation of the selected candidate. Five Deputy Ombudspersons need to be
appointed by Parliament. The Ombts dandna n ’* s
recommendations on online education, the rights of children, persons with disabilities and
those in custodiatype institutions during the COVH29 pandemic. The budget of the Office
increased by 2.3% compared to 2019 and there were no additionatments. Out of 2,448
complaints received in 2020, the highest number again concerned the judiciary (notably
bailiffs), followed by labour relations, consumers rights, detention conditions, social
protection and property rights. The institutions respodd t o 63% of the On
recommendations, which is a decrease compared to previous years.

The government continued to be committed to improvingptieeention of torture and ill -
treatment and to have a regular dialogue with the European Committeedd?revention of
Torture (CPT) on its recommendations. The latest CPT reports were published on 11 May
2021 and on 27 July 2021. Many of the past recommendations by the Committee are
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outstanding and progress in their implementation remains slow. Thesh@icomings of the
prison system remain: the poor management and performance of staff, low staffing levels,
poor quality of healtitare provided to inmates, intprisoner violence, squalid material
conditions and endemic corruption.

The external oversighmechanism for the police, including the prison police, is not fully
functional, as the three civil society organ
did not join the Department of the Ombudsman'’s Office. Outstanding issues for the effectiv
participation of civil society representatives must be resolved, including extension of their
oneyear mandate. Only two investigators were assigned to the dedicated section in the Public
Prosecutors’ Of fice for Orgahes ©Odab €Cd s men aand
control mechanism acted upon 21 complaints, 14 against police officers and seven against
members of the prison police. It submitted a total of ten requests (eight concerning police
officers and two members of the prison police) toRhe b1 i ¢ Prosecut or’s Of
procedure for determining criminal responsibility. This led to two indictments against
members of the police for the criminal offences of harassment in the performance of duty and
torture and other cruel, inhumareatment or punishment. The dedicated section in the Public
Prosecutors’” Office opened 80 new cases agai
of the prison police upon suspicion of having committed criminal offences. As a result of
investigations, én indictment proposals and four criminal orders proposals were submitted,

one police officer was indicted, and fuisstance verdicts against ten persons (four
imprisonment sentences and six suspended sentences) were issued in 2020. Cooperation
between lte main actors should intensify. Further awaremaistng of this mechanism,

including with judges, law enforcement and legal professionals is still required to ensure a
good understanding of the system.

Safeguards against-iteatment by police and relgm trainings of law enforcements agents
must be implemented systematically, and reported cases must be thoroughly investigated.
Cooperation with civil society organisations in the fight againgrelitment has increased

with the signature of a memoramduwof cooperation with the Directorate for Execution of
Sanctions, in February 2020, and the Ministry of Interior in March 2021. In 2020, the
Department for Internal Control and Professional Standards at the Ministry of Interior handled
65 complaints on thase of excessive physical force by police officers, out of which 27 were
found to be ungrounded and 30 lacked evidence. Two submissions were partially
substantiated. In six cases, charges were filed for harassment in the performance of duty and
one casedr torture and other cruel and inhuman or degrading treatment or punishment. The
Department has submitted 30 cases to the Section responsible for the investigation and
prosecution of criminal acts committed by individuals with police authority. In 2020, 39
complaints were filed by the prisoners directly with the Directorate for Execution of
Sanctions, including two complaints forifeatment.

The persistent issue of inadequate detention conditions in some prisons, police stations, social
care andgysychiatric facilities should be urgently addressed, in line with the recommendations

of the last CPT report. The Ombudsman has reported that adequate resources were allocated
for the activities of the National Preventive Mechanism against Torture aruilviheontrol
mechanism in 2020. The National Preventive Mechanism has drawn attention to important
weaknesses in efforts to prevenitikatment, including the lack of information and access to

a lawyer in police stations and the lack of adequate heaéthin prisons. The findings of its
reports should be thoroughly addressed.

While the opening of the Bitola prison and the Educati@wkectional Facility near Tetovo
at the end of 2020 are positive steps to improve overall conditions of detentiorpitstirte
system the inhumane detention conditions in the Idrizovo PeniterGanyectional Facility
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and in parts of other detention facilities remain. The rehabilitation of the most derelict
buildings should be fadtacked. The need for quarantine cetlse to the COVIB19
pandemic puts additional pressure on some prisons, which are already overcrowded. The 2019
law on the execution of sanctions and relatedams are not yet fully applied and have not
led to an 1improvement ienisignrinspectiansof prisons shoufde me n t
be systematised, including to tackle the recurrent issue of corruption. In 2020, one member of
the prison police was dismissed after a disciplinary procedure for corruptidthe Prison
Training Centre in Idrizovathere is still nostructured training programme placefor initial

and continuous professional trainings, allogvfor the professionalisation of the staff. The

new strategy for the development of the penitentiary system-2023 was adopted in July

2021 and will require funds and additional staff for proper implementation -iimétutional
coordination within prisons and for pgstnal assistance should be developed, at the same
time as preparations for releasing convicted persons back into the odmrriealthcare and
treatment of drug addictions in prisons continues to remain an issue of serious concern.

The probation system has steadily developed, including with the opening of two new
probation offices and recruitment of probation officers. INnQQQ276 probation cases were
recorded, an increase from 2019, most of which were for conditional release and cases of
suspended sentences with protected supervision. A strategy for development of the probation
services 2022025 was adopted in June 2021.eTbooperation between the public and
private sector and civil society, and interagency cooperation should continue. Coordination
between probation officers, judges, public prosecutors, prison staff and other institutions
before the release of a convictedrgon has developed and should continue, as well as
awareness raising on the benefits of probation. Amendments to the legal framework regarding
alternative sentences and alternative procedbhees yet to be adopted to increase the
application ofalternative sanctions to detention, as a means to improve the resocialisation and
rehabilitation of convicts and to decrease the risk afffending, including for juveniles. No
meaningful progress has been made to address the overall lack of purposeiiksa
educational, recreational and vocational for sentenced and for remand prisoners. Educational
and resocialisation services, as well as treatment programmes, should be implemented in all
penitentiary facilities.

Regarding theprotection of personal data, in June 2021Parliament ratified the Protocol
CETS No 223 of the modernised Convention for the Protection of Individuals and Personal
Data Protection. In August 2021, the transitional period ended by which all controllers and
processors had to aligdata processing in accordance with the February 2020 Law on
Personal Data Protection.

The Personal Data Protection Agency is executing its enhanced tasks and powers created by
the new law. Despite a temporary suspension in March 2020 due to the ©gHndemic,

the Agency conducted 235 supervisions in 2020, 45 more compared with 2019. Almost half
of these supervisions (106) were conducted online and about 60% of them in the public
sector. A supervision mission to the Operational Technical Agency (@diijterception of
communications, was conducted and recommendations provided. Additionally, the Agency
published a report on processing of personal data by municipalities.

In 2020, the Agency received 418 complaints, of which 65% were related to alhsgafi
violation of personal data protection rights on social networks. The Agency received eight
notifications and performed three supervisions in reaction to a reported data breach, a novelty
in the new Law on Personal Data Protection. The Agency agbet @our cases of
misdemeanour concerning breach of data protection laws, which resulted in two
misdemeanour fines. Training of personal data controllers and processors is ongoing.
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The Agency issued 15 opinions and 27 recommendations to other institutidv@monising
sectoral legislation with the Law on Personal Data Protection. Despite some progress, these
recommendations have not been fully implemented and not all sectoral laws -tawisby
regulating personal data processing have been submittedAgehey before adoption.

The Agency overall functioning depends largely on the Ministry of Finance (MoF) and the
Ministry of Information Society and Administration (MISA). For staff recruitment the
Agency needs the approval of the MoF, while for promotérstaff and revision of the
organisational chart it needs the approval of the MIMBAs underminesto a certain extent,

the Agency’s ability to perform effectively

Freedom of thought, conscience and religioms guaranteed in lavand in practice, and
discrimination on grounds of religion prohibited. Coordinated by the Commission for
Relations with Religious Communities and Groups, the religious leaders jointly agreed to
support the government in combating the spread of C@\Dand to dissuade people from
mass gatherings during the religious celebrations. The recently elected new head of the
Islamic Religious Community played a positive role in improving indigious dialogue in

the country.

Freedom of expression

North Macedonia has achievedome level of preparation/ is moderately preparedh the
area of freedom of expression. Overall, there Vuamited progress during the reporting
period. The general context is favourable to media freedom and allows for critical |/media
reporting although there have been increased tensions during the €®@Wbsis. Sel
regulation efforts need to be resumed and followed byretacesults for the advancement in
professional standards of journalism. Greater transparency should be ensured regarding media
advertising by state institutions and political parties. The authorities need to increase their
efforts to reform the public sdce broadcaster, ensuring its independence and financial
sustainability. The public service broadcaster adopted ayéae development strategy qut

the reform process is hampered by delays in appointing the meaibersnanaging council
and of the concil of the Agency for Audio and Audivisual Media Services. The COVID9
crisis had a strong economic impact on the media sector, especially on the regional and local
actors. Media outlets were included in the relief package, but the labour rightsraligis

still need to be addressed. Most of 1lajst ye:

year, the country should:

- revise the legal framework in the area of media in accordance with thec@ilisand
European standards in particular by continuing the efforts for the harmonisatjon of
national laws with the revised European Directive on Audiovisual Media Services;

- make the necessary efforts for the implementation of the strategy for reformingptite| pu
broadcaster, and finalise appointments for the public service broadcaster's programme
council andhe media regulator's council;

- enforce a zertolerance approach regarding intimidation, threats and acts of viglence
against journalists in the exercieétheir profession and ensure that the perpetrators are
brought to justice.

The overall political context in which the media operates remained generally favourable to the
promotion of freedom of expression and pluralistic viewpoints. Challenges reméne
implementation of the Law on Audio and Audiovisual Media Services. Instances of physical
and verbal violence, and threats against journalists and media workers increased, while their
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working conditions, especially labour and social rights, remaiy difficult. The aithorities
continued to ensure support for media outlets in the context of the CO¥Ipandemic.

Media reforms need to be enhanced, engaging all relevant stakeholders in a genuine
consultation process.

Intimidation of journalists

In 2020, ten cases of intimidation of journalists were reported to the Ministry of Interior while
the Association of Journalistegistered two physical attacks and 12 various forms of verbal
life-threats and intimidation. In five of those cases, female jostealere insulted and/or
threatened. At the beginning of 2021, one physical attack and one death threat were also
registered. Law enforcement authorities an
incidents involving journalists, but better coordinatioetween different institutions to act
faster on reported violations and prevent impunity of perpetrators is needed. Draft
amendments to the Criminal Code are proposed, in order to enhance the protection of
journalistsand other media workers by placingth in the group of professions that would
receive additional protection when exposed to attacks and threats due to the nature of their
work.

National and international media associations noted that threats from politicians and public
officials, online harassment and verbal attacks on journalists, including on social networks,
have increased. The authorities/judicial system should demonstmaterea proactive and
systematic condemnation of attacks.

Only a small percentage of the perpetrators of physical attacks against journalistedrave
brought to justice.

Legislative environment

To mitigate the impact of the COVHDO pandemic, the goverrant adopted several decree
supporting the media. In November 2020, the government submitted a proposal to Parliament
to revoke Article 143 (para 3 and 4) of the Law on Audio and Audiovisual Media Services, to
resolve the disagreement between cable operatad broadcasters related to copyrights for
broadcasting or rebroadcasting TV channels. These provisions were previously assessed as
unconstitutional by the Constitutional Court and were struck down. There is an ongoing
revision of several laws that alemcompass the work of media, such as amendments to the
Criminal Code to ensure greater safety for journalists as well as amendments to the Law on
Civil Liability for Defamation and Insult introducing provisions to reduce penalties for non
pecuniary damagelhe authorities initiated the process of revision of the legal framework
encompassing the work of media in line with the Bthuis Appointments of the new
members of the public service broadcaster's programme council and media regulator's council
were futher delayed in Parliament, thereby impeding the anticipated positive effects of
reform to strengthertheir independence. The Law on audio and awdioal media services
provides an option for authorities to limit the allocation of funds to the reguth®sipublic
broadcaster and the public enterprise for broadcasting. The possibility for political parties to
use state funding for political advertising in the media remains a concern among media
associations, relating to possible influence on media emtgnce. Hate speech is illegal both
online and offline but remains prevalent online.

Implementation of leqgislation/institutions

As part of media monitoring during the 2020 early parliamentary elections, the Agency for
Audio and Audiovisual Media Servicastiated three misdemeanour procedures for violating

the election silence and two misdemeanour procedures for failing to ensure just, balanced and
unbiased coverage of the election campaign. The Agency also monitored the media on the
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occasion of the earlmunicipal elections in Shtip and Plasnica in December 2020, issuing a
misdemeanour procedure against one regional media outlet. The regulator continued its
engagement with civil society organisations and media outlets on promoting media literacy.
The financial stability and independence of the media regulator need to be further ensured
following the harmonisation of national legislation with the EU Audiovisual Media Services
Directive. In 2020, the Council of Media Ethics received 140 complaints forsgese of

ethical standards, 90% of which concerned online cases. Theegelatory body noted an
increase of 69% of complaints compared to the previous year and the increasing trend
continued in 2021The Association of Journalistsported around 30 obmg court cases of

insult and defamation involving journalists.

Public service broadcaster

The reform of the public service broadcaster, which was further delayed, needs to be
prioritised. According to the Law on Audio and Audiovisual Media Servicesarthaunt of

public funding for the public broadcaster is defined as a percentage of the state budget, with a
gradual increase over time (up to 0.8% in 2019; up to 0.9% in 2020; 1% as of 2021). Due to
the authorities?’ di s c¢cr ehe transfer of junds comntihuedsto ken v i s
executed at a lower rate. In December 2020, the government decreased the monthly
instalment by 50%, leading to a total budget for 2020 of EUR 13.1 million. The regulator
market analysis published in September 2020 shwantinuous decline in financing of the
public broadcaster over the last few years (the budget in 2015 was EUR 20.9 million). The
public service broadcaster adopted a development strategy for a period of five years, in close
consultation with media assations. The substantial decrease in funding hampers the
successful implementation of the Strategy and affects the quality of performance. Solutions
for the public service broadcastemld debts towards state institutions were not found. The
independencand sustainability of the public broadcaster, both financial and as regards the
legal framework covering the public broadcaster, still needs to be ensured. Some media
associations praised visible improvements in the quality of the public service broadcaste
reporting. However, challenges persist related to the modernisation of working procedures
and technical equipment. During the COVID outbreak, the public broadcaster continued to
cooperate with relevant institutions to convey timely and accuratematon. Programmes

for children continued to be broadcast on two national channels, as a remedy for the
disruption of the educational process.

Economic factors

The COVID-19 pandemic had a negative impactatreadydeclining revenues in the media

sector. The authorities introduced several measures supporting the sector, including both
traditional and online media. The financial viability of media outlets and available funding
continue to raise concerns over media integrity and independence. Additionalreseas
supporting professional and investigative journalism are needed. In January 2021, the Central
Registrysetupa99ay deadline for registration of da
thus further ensuring transparency in the ownership of legéles, including media. The

media agency performs regular monitoring on media ownership. Efforts are needed to ensure
the independence of the media from political interference.

Government advertising on commercial channels is banned. Concerns havaibegrby

media associations over possible amendment of article 102 of the Law on Audio and
Audiovisual Media Services to allow state funded campaigns of public interest. The
possibility for political parties to use state funding for advertisement in thdementinue to

cause concern among media associations about possible political influence on editorial lines.
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There are five daily newspapers, including two in Albanian language. In December 2020, the
authorities allocated EUR 5@DO to support the primhedia.

Internet

There are differingopinionsin the media sector concerning the legal regulatiordine

media in particulals regardshe emerging issue of disinformation. As a response, a self
regulation mechanism has been adopted, but treesdoeemo other concrete followp. The
established registry of online media (promedia.mk), which is voluntary and sets a number of
minimum professional requirements, included 152 online media outlets in September 2021.
Further efforts are needed to addressasstelated to disinformation and hate speech,
including online. With regard to access to information, the Agency for the Protection of Free
Access to Public Information has received 109 complaints, of which ten were from
journalists. Complaints filed by westigative journalists refer to the lack of responses by the
institutions.

Professional organisations and working conditions

The Independent Trade Union of Journalists and Media Workers is a full member of the
International Federation of Journalists and of the European Federation of Journalists. The
Union has a dialogue with the government, which needs to be more regular terxd bet
structured in addressing persisting challen;
conditions, especially their labour and social rights still need to be significantly impioved,
particular at the local level. The survey conducted by thedépendent Trade Union of
Journalists showed that 23% of media workers have no health and social insurance, 19%
answered that the media management does not allow workers to form a trade union. Low
income, as well as disrespect of the law on labour relatignemployers are the most
common and persisting challenges for journalists. Due to poor labour conditions, journalists
and media workers are vulnerable to ®elhsorship.

(See also Chapter Xdnformation society and media

The right tofreedom of assembly and associatioils guaranteed by the Constitutidn.June

2020, bllowing the end of the state of emergency due to the pandéneidteedom of
assemblyand association were restorg&dditional efforts are needed to implement all the
rulings of the European Court of Human Rights in regards to the registration of associations.
The provisions of the Constitution and the law on publiemsdies provide a sound legal
framework that ensures the right to hold public assemblies without administrative obstacles,
despite the COVIEL9 pandemic. The legislation is in line with the EU Charter of
Fundamental rights and the European Convention amatuRights. During the past year,
political parties organised or joined gatherings and demonstrations on a regular basis.
Numerous demonstrations took place to draw attention to social, economic and human rights
matters. The numerous peaceful and lawfldlipigatherings were usually held in compliance

with the health rules in force. However, incidents occurred during a protest organised to
contest the verdict in the ‘Monster’ case,
following a confrontatiorbetween a small group of protesters and-éfiorcement forces,
during which reportedly several police officers and one journalist were injured.

Issues oflabour and trade union rights are further covered i€hapter 19- Social policy
and employment

Proecedures for enforcingroperty rights remain lengthy and expensive for citizens, due to
the absence of a central institution and a lack of coordination between institutions dealing
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with these rights. There is still no national strategy with regard to pyopghts. Existing
registers are not regularly updated and are still kept in analogue format, particularly at the
municipal level. The Cadastre Office maintained a satisfactory rate of over 90% of resolved
cases. Registration of land and properties has lmempleted and lasscanning has been
conducted across the entire territory. The administrations that handle restitution,
compensation, and legalisation processes still struggle to manage their caseload mainly due to
understaffing. Although the denatalisation process was declared closed nine years ago, in
reality there are still approximately 6,500 unsolved denationalisation cases, some of which
were initiated more than a decade ago.

Regardinghon-discrimination, in January 2021, the new equality bedyne Commission for

the Prevention and Protection against Discriminatvas elected. Most of the Commissioners
come from the civil society sector and are experienced professionals -tisanitnination.
However, there has been criticism concerning ecgieed lack of diversity in the new
Commission, notably as regards gender and persons with disabilities. The Commission has
wide-ranging powers, including the right to initiate proceedings for the protection against
discrimination upon its own initiativen the first several months since the election, the new
Commission faced numerous logistical and financial challenges that need to be addressed in
order to become fully operational.

The main antdiscrimination legislation in North Macedonia is the Law PBrevention and
Protection against Discrimination, which includes definitions of direct and indirect
discrimination, harassment, incitement, encouragement and instruction to discriminate,
victimisation and segregation. A new Strategy for Equality and-Disarimination 2021

2026 is still under preparation. The National coordinative body for equality and non
discrimination 1 s we l 1l perceived by c¢civil s
received 62 complaints on discrimination, the majority of whichhe field of work and

labour relations, and issued 21 opinions. The Ombudsman followed the provisions of the new
law on the prevention and protection against discrimination in the collection of statistics by
areas and grounds of discrimination. The @mbs man’ s depart ment for t
discrimination is understaffed. In October 2020, the Ministry of Interior launched a website

for citizens to report hate crime, hate speech and other forms of violence. The abgkace of
systematic collectiorof data on hate speech remains an issue. A proactive and holistic
approach in addressing hate speech and hate crime is needed.

Some progress was achieved gender equality with further legal alignment with the

Istanbul Convention. The Law on the Preventiand Protection from Violence against

Women and Domestic Violence was adopted in January, introducing a systematic
reintegration of victims of violence. Alignment of related laws, adoption of bylaws and of
operating procedures are needed. An effectivaitoong system for the implementation of

the Convention’s action plan 1s still l ackir
an operational plan for the implementation of UN Resolution 1325 on Women, Peace and
Security, and for institutional codrdation, in partnership with civil society. Both, the

equality body and the Ombudsman, have competences to handle gender equality cases.

The National Gender Equality Index, which was published for the first time in 2019, remains
a key indicator for measung the equality of citizens, buthitasnot yet beerupdated. Proper
gathering and analysis of gender statistics requinesenhancement of the capacity of
relevant institutions and improved coordination.

There were more cases of domestic gefidaedviolence against women during the COVID
19 pandemic. The Ministry of Social Policy and Labour continued to invest in community
services to support victims of gendmsed violence, but the capacities of the shelters needs
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to be enhanced to meet the Istan@onvention standards, including those on access to
women with disabilities. Police need proper capacity building for assessing the risk of
violence against women and take adequate measures. Access to services supporting victims of
violence has been redeat due to the pandemic. A specialised 24/7 team for urgent protection

of vulnerable groups operates only in the capital.

Gender stereotyping persists, and women in public life are particularly susceptible to attacks
through social me do m’. Thee st,wowh'ePrueb1 @ x p IRioc 1 t
information of girls and women were shared on an online platform, raised public concerns and
civic protests against the lack of timely action by the authorities and demonstrated that there

are gaps in the legatiive framework.

The legal framework concerning the protection of tiiglits of the child largely complies

with international standards. However, further improvements addressing legal gaps, such as
the discrepancy between the Family Law provisions omtimio and international standards

are needed. The Law on Child Protection was amended in December 2020, introducing
changes on the use of the right to an education allowance during emergency situations. The
alternative report on child rights by civil sotjieorganisations notes structural challenges,
such as a lack of resources by state institutions dealing with child rights, the absence of
consultations of youth in poliesnaking and a lack of a basic strategic documents on child
rights.

The statutory bodyesponsible for overseeing the implementation of the Convention on the
Rights of the Child (CRC) is not fully operational. A mechanism for monitoring the
implementation of the CRC and an action plan for children need to be prepared, with an
appropriate buget and sectoral models that will provide effective services for children.
Exchange on childocused data collection and analysis is needed. Data on vulnerable groups
such as children with disabilities or children from the Roma community still need to be
further improved to allow for solid policy analysis.

In 2020, 111 complaints were filed to the Ombudsman related to child rights violations and 37
complaints related to children with disabilities. The Ombudsman issued 42 and 17 opinions
respectively. The marity of complaints continues to be submitted by parents/caregivers,
rather than by children themselves. A national strategy to end violence against children (2020
2025) was adopted but there are still challenges with its full implementation. For instance
there are gaps in the response by the child protection system to the challenges of online
violence and abuse (cybbullying). Programmes for the rehabilitation, resocialisation and
reintegration for child victims of violence are not available. Furtfferte are needed to raise
awareness of violence against children and develop a more unified approach in providing
support services between relevant state institutions and several CSOs that provide legal and
psychasocial support to victims.

The COVID19 pandemic demonstrated that efforts to enhance digital services should be
accompanied by efforts to prevent the further marginalisation of vulnerable groups, due to
lack of digital skills and access to technologies. The authorities introduced a substawtial s
social and child protection measures to combat the smooomic consequences of COVID

19. However, further efforts are needed to improve the -Geitgsitivity of the social
protection system and chiltentred services delivery model.

During the COVWD-19 pandemic, the Ministry of Labour and Social Policy provided didactic
materials for children with disabilities in d&are centres and foster families and provided
online psychosocial support to children with disabilities.
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The deinstitutionalisationrpcess is completed, the remaining four children in institutional
care are in transitional period and soon to be resettled. The conditions for children settled into
communitybased care homes are generally satisfactory. Additional community services
contirue to be needed to identify children at risk and to support Roma children and children
with disabilities who are victims of discrimination and segregation.

The National Unit for the Suppression of Human Trafficking and Migrant Smuggling
identified seven tims of trafficking in human beings in 2020, six of whom were children
who were trafficked victims for the purpose of forced marriage, sexual and labour
exploitation. Further efforts are needed to ensure the protection of vulnerable categories of
childrenfrom sexual exploitation.

The implementation of the law on juvenile justice must be improved, including on access to
justice, legal representation and the capacity of public officials involved with child victims,
child witnesses and children in confliatith the law. The intesectoral approach for the
implementation of the legal framework needs to be systematised and streamlined among
professionals of juvenile justice. The legal framework should be further updated with
international standards and EU ditiges, including the Directive on Procedural Safeguards
for Children who are Suspects or Accused Persons in Criminal Proceedings. The opening in
October/November 2020 of the juvenile educatiamatectional facility near Tetovo has
improved detention calitions and provided access to better education and healthcare to
children and juveniles, although the facility is oversized for its purpose. The facility is in a
remote location, making it unfit for resocialisation and rehabilitation purposes. The tbh&e of
State Council for the Prevention of Juvenile Delinquency should be further strengthened, as
should the capacity of the local councils develop programs for inclusion of the local
community in the prevention of juvenile offenses.

There was little prgress in improving theights of persons with disabilities The
mechanism for monitoring the implementation of the Convention for the Rights of Persons
with Disabilities was established within t
body for impementing the Convention continued to meet regularly but its mandate and its
capacity to influence decision makers in the state structures remain weak. The Agency for
Audio and Audievisual Media Services adopted a policy for providing access to-aisiial

media services for persons with sensory disabilities. fdt#gonal deinstitutionalisation
strategy 2018027 is the most relevant policy document, in addition to the Law on Social
Protection. Protocols for minimising the risks of COVID in residentiasocial institutions

and supported living units were established. Persons with disabilities continue to face
considerable discrimination, both direct and indirect, due to infrastructlaied barriers, a

lack of information and services, discriminat@titudes and social exclusion. In 2020, the
Ombudsman’s Office reported 37 complaints
with disabilities.(See also Chapter 29Social Policy and employment)

The Law on the Prevention and Protection from Discrimination includes sexual orientation
and gender identity as protected grounds, thus enhancing the legal frameworkgiftthef
lesbian, gay, bisexual, transgendeintersex and queer(LGBTIQ) personsThe promotion

of equality and condemnation of discrimination, hate speech and hate crime againsQLGBTI
people needs to be enhanced in practice. The Ministry of Labour and Social Policy cooperated
with LGBTIQ civil society on the National Action Plan faGBTIQ 20212025, and on the
opening of the first national helpline for LGB} Ipeople. Education authorities and civil
society organisations cooperated on a guide for dealing with and preventing violence in
primary schools, revision of textbooks, transphobnd gender stereotypes. The second
Skopje Pride took place, with the participation of high level officials. No progress has been
noted in investigations on attacks against LGB aktivists and the LGBT) support centre.
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The capacities of the authoritiaad law enforcement officers and legal professionals need to

be further strengthened. The 1legal framewor
samesex couples. The COVH29 pandemic affected the most vulnerable in LGBTI
communities, preventingiccess to some of the state institutions and commbaggd

services, affecting their physical and mental health. At the end of 2020, arparier
parliamentary group for advancing rights of LGBTpersons was established in the new
Parliament.

Concering procedural rights, the draft law on the compensation of victims of crime,
including victims of traffickingin human beingswhich was publicly consulted has still not
been adopted.

As regards th@rotection of minorities, the authorities continued to implement the national
strategy “One Society for Al 1 and Intercult
Inte-Community Relations and the National Coordinator on interculturalism should maintain

a constant dialogueith all nonrmajority communities. Moreover, the coordination process

within the Permanent Advisory Body of the government and the Coordination Body of the
Prime Minister’s office should be held 1in art
that therights of smaller nommajority communities are respected. More efforts are needed to
provide additional resources to the Agency for Communities Rights Realisation and the
Language Implementation Agency. Both institutions remain understaffed and instifficie
funded. Further mor e, t he l ocal aut horities
Society for All and Interculturalism’ to 1mp
representation of nemajority communities remains insufficient.

Limited progress on inclusion dkoma was made in the last year. The Roma inclusion
strategy (2014020) has expired, and the new one is not yet ready, although the preparatory
work has startedThere is no more Minister without portfolio instead an adsor to the

Prime Minister responsible for Roma, lowering the possibility for Roma issues to be
discussed by thgovernment. Theamplementation of the strategy and the corresponding
action plans for education, employment, housing, gender and health waspiate. 347

Roma children aged 6 were enrolled for the school year 2020/2021, which is 1.16% of the
total number of children enrolled in school for the first time. In kindergartens, about 90 Roma
children received subventions from public funds. As esteohdéily CSOs, the annual dropout

rate per grade for Roma children in primary education is 6% and for secondary education is
4%. There is no system and baseline data for the reintegration of children that have not been
enrolled in education on time or havdt leducation without completing it. Roma education
mediators are mainstreamed in the Law on Primary Education, but they are not yet foreseen
for secondary education. The majority of Roma children do not have access to technical
equipment to follow distanelearning education. Segregation in school remains high.

The number of unemployed Roma is continuously increasing, 13,703 Roma were registered
as unemployed in 2020, compared with 9,239 in 2019. The number of Roma benefiting from
active measures for empgiment is increasing (431 in 2021 against 86 in 2020). Still, new
measures should be introduced with a more targeted and affirmative approach for Roma
beneficiaries. The Regional Roma Survey data showed that 94% of Roma are covered by
health insurance anthdat 50% of the marginalised Roma use preventive and curative health
services. In 2020, 43% of those that died before the age of 65 were Roma. There are 21
licensed Roma health mediators, with the number decreasing over the year mostly because of
the COVID-19 crisis. On housing, the funds for Roma housing were significantly cut
redirecting them to respond to COMVD crisis. It is not clear whether the support to
infrastructure projects at local level will continue, after the departure of its initiatorotina R
Minister without portfolio. Initiatives on legalisation of the Roma settlements in some
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municipalities are underway; however, the majority are still not covered by urban plans. The
new law on social housing has not been adopted. The state budget teohforitRoma
housing is not entirely used.

The Law on Persons Unregistered at the Birth Registry was adopted but implementation is
slow. Of an estimated 700 Roma without ID, 202 requests were submitted, out of which birth
certificates were issued to 92pdipants, which represents a rather small number. Roma girls
remain particularly vulnerable, often due to unemployment and early marriages. There are no
systematic measures by state institutions to address the issue of street children. Priority
actions idatified in the November 2019 Roma seminars are moderately addressed and
monitoring and reporting responsibilities remain unclear. Commitment to implement the
Poznan Declaration priorities remains satisfactory. A set of humanitarian measures was
introducedto provide support during the pandemic to the most marginalised Roma.

EU citizensdé rights

Since December 2012, North Macedonia has introduced a modification in the law allowing
the acquisition of citizenship for special economic interestThe migratory ath security

risks this scheme could pose to the EU are being closely monitored, especially keeping in
mind inconsistencies in the criteria for granting the citizengkspndicated in théourth visa
suspension mechanism refprilorth Macedonia shouldefrain from enabling systematic
acquisition of citizenship for special economic interest.

2.2.2 Chapter 24: Justice, freedom and security

The EU has common rules for border control, visas, residence and work permits, external
migration and asylum. Schesg cooperation entails the lifting of border controls within the
EU. EU Member States also cooperate with North Macedonia in the fight against organised
crime and terrorism, and in judicial, police and customs matters and are supported by the EU
Justice ad Home Affairs Agencies.

North Macedonia isnoderately preparedto implement the Eldcquis Some progressvas
made 1 n addr eracemmengatidnanainly oy impravihgsoperational capacities
of law enforcement agencies. Implementation of gherities of the Joint Action Plan on
Counterterrorism was improved. Measures to counter violent extremism and fight tefrorism
need to continueMigration management efforts continued. Registration of migrants needs to
be carried out in a systematic manaad protectiorsensitive profiling needs to be improved.
The country should establish a proper system for managing irragolamentand stop the
practice of returning migrants outside a legal framework. A more systematic approach needs
to be taken toifhting the smuggling of migrants.

Most of the recommendations from the 2020 report remain outstanding. In the coming year,
the country should, in particular:

- Continue the proactive implementation of the institutional reforms of the security sector
(criminal police, financial units, National Coordination Centre for the Fight against
Organised Crime) to achieve further tangible results;

- Continue to implement thdoint Action Plan on Counterterrorism, including in the
education sector, and ensure effective performance of the National Coordinator's office by
allocating sufficient budget;

- Systematically register migrants and improve proteesemsitive profiling wite adopting
a more systematic approach to fighting migrant smuggling.

8 COM(2021) 602 final
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Fight against organised crime

The country hassome level of preparationin the fight against organised crime. T|
legislative framework is broadly in line with European standards #ondseto implement
strategies against organised crime must contiSBame progressvas made at the operatior|
level, but more needs to be done to improve the effectiveness of law enforcement in

certain forms of crime, such as money launderind) farancial crimes. Coordination remai
crucial for all stakeholders involved in combatting organised crime.

Some of the previous recommendations from the 2020 report remain outstanding.
coming year, the country should, in particular:

- further impove the track record of investigations, prosecutions and conviction
organised crime and money laundering, and demonstrate the ability to effe
dismantle large criminal networks;

- adopt and implement the necessary legislation that would reguéagetivity of the Asse
Recovery Office and enhance the effectiveness of the national asset recovery syst

- allocate the necessary financial and human resources to the investigative centres,
the Basic Public Prosecution Office, allowing theaincrease the efficiency of th
investigations and improve interstitutionalcooperation.

Institutional setup and legal alignment

The country has 341 uniformed police officers per 100 000 inhabitants. In 2021, 585 police
officers were employedn December 2020, 60@ew vacancies were published.

Key institutions in the fight against organised crime include specialised police units within
the Ministry of Interior. Each of them deals with different types of organised crime and
financial investigationln addition, there is the Financial Intelligence Unit under the Ministry
of Finance that collects information and helps identify suspicious transactions. Financial
Investigation units were also set up within the Customs Administration, the Financia Polic
and within the Ministry of Interior.

The police is generally well equipped and trained. The Police Training Centre within the
Ministry of the Interior provides both initial and continuous training.

North Macedonia implemented widanging reforms in ordeo accede to NATO, including

a comprehensive reform of itstelligence servicesThe National Security Agency (NSA) is
functional, but still located in the premises of Ministry of Interior. The NSA was designed as

an independent state body without police powers, unlike its predecessor the Bureau for
Security and Counterintelligence (R This is in line with recommendations of the Senior
Experts’ Group on systemic rul e of law 1ss
functioning of the system for the interception of communications have been further improved.
However, three out ofix authorised bodies have yet to be connected to the Operational
Technical Agency. The new Law on the Intelligence Agency was adopted in January 2021 in
order to complete the new security-agt

The Asset Recovery Office (ARO) set up within the PubliosBcution Office, is
understaffed, employing only one public prosecutor, out of five enp@oyed Furthermore
the Law on the Asset Recovery Office has not been adopted.

The National Cyber Security Council was established in July 2020 in accordahcéhevi
National Computer Security Strategy (26A@22). The Council is composed of the ministers
of defence, interior and information society and administration.
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Regarding thelegal framework, the Criminal Code is broadly in line with European
standards ah criminalises trafficking in human beings, online child pornography, computer
crime and drug trafficking.

On thestrategic framework, the National Strategy for the prevention of money laundering
and financing terrorism (2024023) was adopted iAugust 2@1. The National Strategy for
capacity building for financial investigations and confiscation of property (2@223) and

the Action Plan were adopted in July 2021.

A National Strategy for Combating Trafficking in Human Beings and lllegal Migration
(2021:2025) was adopted in April. The National Commission for Combating Trafficking in
Human Beings and lllegal Migration is responsible for monitoring the implementation of the
strategy. The decentralisation of the National Commission, through the creatlonabf
commissions at the municipal level, has yet to prove its effectiveness. There is a Police
Development Strategy and an action plan for its implementation for-202®. There is a
National Cybersecurity Strategy 202822 and related action plan.

Implementation and enforcement capacity

The track record of investigations, prosecutions and convictions in the fight against organised
crime has improved.

In 2020, 15 investigations were launcheghinst 7people. In the period between January to
March 2021, there was one investigation, againgédple. Theravere indictments brought
against 63 persons in 2020 in 18 cases, and against 16 persons on 3 cases in the period
between January to March 2021. Thes@émes included trafficking in human beings,
smuggling of migrants, drug trafficking, illegal trade in weapons, money laundering. There
are 26 ongoing trials against 137 defendants. In 2020, final convictions were pronounced in
15 second instance judgmerdagainst 34 defendants, and in one second instance judgement
against two defendants in the period between January to March 2021. There were 19 cases
with first instance decisions to seize or confiscate assets against 36 individuals (cars, money,
computersetc. Theexternal oversight mechanismhas been implemented. The Special
Department for investigation and prosecution of crimes committed by persons with police
powers and members of the prison police in the Public Prosecutor's Office has only two
investicators. The department registered 264 cases of excessive use of force by law
enforcement officials against 483 persons. Investigative procedures were launched in 3 cases
against 3 persons. Other investigative actions were taken in 59 cases against idualadiv
Three individuals were put in custody. A total of 19 firttance verdicts were delivered
against 27 persons.

Following an investigation involving the Public Prosecutor, the Ministry of Interior and
international partners a scheme involving Hade of passports was uncovered involving a
group of ten Ministry of Interior employees and one outsider. In total 215 passports were
issued to 214 foreign nationals and one national under a false name. Seven of the accused
were sentenced to imprisonmenhilg criminal proceedings against the remaining accused
are pending. Disciplinary procedures were initiated against nine employees of Ministry of
Interior and their employment was terminated. Following an intemnalysisthe Ministry of
Interior has idetified possible weaknesses in the system for issuing personal documents. Both
structural and legal changes have been initiated N&tmnal Coordination Centre for the

Fight against Organised Crime has improved its operational capacity. All participating
authorities have access to their respective databases. The Centre providesrastitotemal
exchange of information.
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Despite the appointment in April of five new public prosecutors in the Basic Public
Prosecutor’s Of fice a g arruption t(OCOCROY dhis iOffieedhasCr i me
insufficient human resources and lacks the financial resources to engage the services of
experts. There is a need for specialisation within the Office, as well asagtpr® approach

to pursuing cases.

The investigativecentres set up in the Basic Public Prosecution Office in Skopje, Kumanovo

and Tetovo, and in the OCCPO are operational but lack human and financial resources,
including for the investigators’ allowances,
functions. These investigative centres are aimed at increasing the efficiency of the
investigations and improvingelations between prosecutors, the police and the other

relevant bodies

The country participates imternational police cooperationthrough the main cooperation
channels. Cooperation with Europol is well established following the conclusion of a strategic
agreement in 2007 and an operational agreement in 2011. There is operational cooperation in
the fight against traffickingn humanbeings, weapons, and drugs. A secure communication
link for information exchange (SIENA) was established. A liaison officer from North
Macedonia has been posted in Europol headquarters in The Hague since 2015. North
Macedonia partici ysisPrejettsin the afea of enpirerimental cAme and
cybercrime. North Macedonia is active in all elements of cooperation (incl. in EMPACT) in
which Europol includes its external partners, including in the areas of cybercrime, migrant
smuggling and countere r r or i s m, as wel!l as Europol’s re
SIENA is reported to be used in the dayday operation and during implementation of Joint
Action Days, for exchange of firearmslated information with Europol. In 2020, North
Macedmia participated in four cases opened at Eurojust related to isegarcrime.
Cooperation between the country and the EU Agency for Law Enforcement Training
(CEPOL) is well established and based on a working arrangement. A dedicated contact point
is in place. North Macedonia has full access to the CEPOL Exchange Programme as well as to
the free of charge electronic learning system of CEPOL.

Some efforts have been made to unify standard operative procedures in the law enforcement
units and prosecution boditw financial investigations

In 2020, confiscation or seizure of criminal assets was used against 41 persons in 19 cases in
first-instance verdictConfiscation of criminal assetsshould become a strategic priority in
the fight against organised crinterrorism and high level corruption in the country.

There were visible results amall arms and light weapons with 171 pieces offirearms
seized in 2020 and3 in the first half of 2021. In 2020 148 criminal offences of illegal
production possessioand trading in weapons were detected, for which 156 perpetrators were
criminally charged. UntilJune 2021, 77 criminal offences were detected, for whi&d
perpetrators were criminally charged. The Firearms Focal Point set up in the Ministry of
Interior sould be more operational. A structured database is necestamever North
Macedonia has wekquiped and functional ballistics laboratoihe Ministry of Interior
upgraded its Weapons Registration and Stockpile Management Software (WRMS),
contributingto easier identification and tracing of firearnitiere is a lack of legal basis to
conduct deactivation of firearms and the criminal law framework is not in line with the
standards of the UN Firearms Protocol.

Regarding cybercrime, a total of 160 computecrimes were detected, for which 88
perpetrators were criminally charged in 2020. UNkérch 2021 20 persons were charged. In
2020 the number of cases of sexual exploitation of children on the internet decreased by 27%
compared to 2019.
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Cooperation inthe field of drugs
Institutional setup and legal alignment

A National Drugs Observatory (NDO) exists since 2007 in the Ministry of Health. However,

it lacks sufficient staff and hence its operational capacity (e.g. in terms of data collection)
remains linited. There is currently no National Early Warning System to liaise with the
EMCDDA on new psychoactive substances and new tréthalsever, in the past, the NDO

has regularly informed the EMCDDA about the appearance of new psychoactive substances
in the caintry. The countrywill have to make the necessary efforts to secure sufficient
national funding to maintain egoing data collection for all drugelated indicators.

The 20142020 National Drug Strategy is aligned with the 2@0D20 EU Drugs Strategy and
20172020 action plan. The new Strategy for the period 280225 was adopted in July 2021.
The draft law onControl of Narcotic Drugs and Psychotropic Substances has raised serious
concerns. Any changes to the law must comply with the EU acquis and ficieaha
standards.

Implementation and enforcement capacity

The operational capacity of the NDO is limited. It needs to have sufficient staff and regular
cooperation with relevant stakeholders. A national eadyning system needs to be set up.

In 2020, here was a significant improvement in the prevention of drug trafficking. A total of
733 criminal offences were recorded, from which 857 perpetrators were reported. In the
period Januarnjune 2021, 306 criminal acts were detected, for which criminal prosec
measures were taken against 368 perpetrators. Six organised criminal groups with 24
members (four operating internationally and two nationally) were uncovered in 2020, while
two organised groups of 16 members were uncovered in 2022020, the Mirstry of
Interior seized 1890 kilograms of marijuana, 16 kilograms of heroin and two kilograms of
cocaine. In the period Januaryune 2021, one tone of marijuana was seized.

Cooperation with neighbouring countries is good, including on ad hoc opstain2020,
North Macedonia participated ibne coordination meeting organised at Eurojust, in a drug
trafficking case.

Fight against terrorism
Institutional setup and legal alignment

There is a national coordinator for countemorism and countering violent extremism and
two deputies responsible for prevention of violent extremism and for the fight against
terrorism. A new coordinator artdo deputy were appointed for a term of 4 rgean August.

The office has been reinforced with additional staff in February 2021.

The Office is responsible for coordinating intestitutional cooperation, in the form of the
National Committee for the Prevention of Violent Extremism and the Fighdin&g
Terrorism, chaired by the National Coordinator. The Committee includes representatives of
the key institutions countering terrorism and violent extremism.

Responsibility for terrorismn e 1 at ed 1 sswues 1s with the Mini s
suppression of organised and serious crime.

The legal framework is broadly aligned with the Eldcquisand international anterrorism
instruments.

North Macedonia has a natiorsdtategy for countering terrorism (2013022) and a strategy
for counteringviolent extremism (201-2022), both with related action plans.

40



A National Plan for reintegration, resocialisation and rehabilitation of foreign fighters
returnees and members of their families (women and children) was adopted in June 2020, in
order to inplement the identified priorities for preventing violent extremism and
radicalisation.

The Plan intents tdevelopa single comprehensive national approach in terms of dealing with
foreign terrorist fighters and their families.

The country has been implentang the Bilateral Implementing Arrangements of the Joint
Action Plan on Counteferrorism for the Western Balkans since 2019. North Macedonia
submitted the second interim report in December 2020. Further efforts are required in order to
implement all agvities envisaged in the arrangements.

Implementation and enforcement capacity

There were two anterrorist operations in 2020, which resulted in criminal charges filed
against 11 suspects.

There are currently 11 foreign terrorist fighters in prisowgeée released from prison in 2020
and none in 2021.

143 citizens of the country have left for conflict zones since 2012: of these 69 have returned,
38 have been killedThere arefive active fighters in the conflict zones, whifeur are
imprisoned in Sya. No one left in 2020 and 2021. In July 2021, 23 pedple (nen,five
women and 14 children) were repatriated from Syria and Iraqg.

There is a good and regular exchange of information with Europol.

Local mechanisms for the prevention and counteringiolent extremism are in place.
Community action teams set up in four sensitive municipalities (Cair, Gostivar, Kicevo and
Kumanovo) have prepared their own action plare division of competences between the
local and central levels on prevention of icatisation and violent extremism should be
formally clarified

Efforts were made to set up structures and mechanisms to deal with reintegration at the local
level. Severlocal multidisciplinary teams have been set up in Skopje, Tetovo, Kumanovo,
Gostivar,Ohrid, Struga, Kicevo, Plasin@nd Makedonski BrodMore needs to be done on
reintegration andesocialisatiorof returnees.

Legal and irregular migration
Institutional seiup and legal alignment

Thelegal framework is largely in line with EU standards. The declaration of a state of crisis
at the country’s borders was extended allowi

The Ministry of Interior is the main actor in the field of migration. The fragmentatitesks
between thénstitutions dealing with migration persists, making management less effective.

The Resolution on Migration Policy adopted by the government in 2015 is the main policy
document in this field. In order to prepare a new Resolution, iniM20R0 the government
established an Intévlinisterial Group for the Creation of Migration Policy. The newategy

for integration of refugees and foreigners is still pending adoption.

The country ratified the 1961 Convention on the Reduction of Stateless
Implementation and enforcement capacity

The country continues to play an active role in the management of mixed migration flows,
lying on one of the main transit routes for irregular mixed movement. The contingency plan to
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manage large migratory fies has not yet been finalised. The control of the southern border
continues with the support of guest officers from EU Member States.

The country has still not set up a proper proteesiensitive migration management system.
Registration of migrants wasispended at the southern border from April 2020 to January
2021. There needs to be a systematic registration of all individuals apprehended in irregular
movement, for humanitarian and migration management purposes. Following registration,
anyone being in eed of international protection, needs to be identibigdthe systematic
protectionsensitive profilingand referred to national protection mechanisifise border

police cooperate with the European Border and Coast Guard Agency (Frontex) for the
eventualestablishment of a biometric registration system that follows the Eurodac rirodel.

the absence of a proper system for managing irregular movements, the practice of returning
migrants outside of a legal and/or procedural framework remains the norm. Shece i
available data on how many individuals are actually apprehended on the territory of the
country which is estimated to be almost the totality of what the authorities define as
prevented attempted illegal crossings

In 2020, irregular movement throughe territory continued at an increased pace compared
with previous years. While specialised international organisations observed 41,257 arrivals in
2020, the country reported that it had prevented 32,100 attempted illegal crossings.
Movements are predonantly northward, from Greece towards Serbia.

In 2020, nationals of Afghanistan and Pakistan constituted the largest groups (within the
mixed migration flows), while in 2021 a significant number of nationals of Somalia and
Eritrea were also noted. Peoplanregular movement remain the target of organised criminal
groups engaged in people smuggling often subjecting them to extortion and various forms of
abuse.

The number of detected smuggling attempts has increased, and although police operations and
some aests took place, smuggling continues on a large scale. In particular, known villages
close to the northern border continued to be used as smuggling hubs. The country should take
a more methodical approach to fighting the smuggling of migramttuding stepping up
cooperation within the EMPACT priority on tackling migrant smuggliAg of August 2021,

around 97 people were stranded in the country. There ageing investigations against 25
individuals for the smuggling of migrants. 65 criminal chargesre filed against 92
individuals and 12 rulings were ismiiagainst 15individuals for cases opened in 2021 In

2020, actions were taken against three criminal groups.

Both temporary transit centers on the southern and northern borders providéershort
accommodation for a total of 971 persons, which can be expanded up to 2,000 in emergency
situations. Neither of the transit centres are suitable for-termy stays, and the authorities
continue to be reluctant to provide for more than a temporary stayleblal status of the
transit centres remains to be clearly defined.

The readmission agreement with the EU is being implemented in a satisfactory manner by the
country. Accordingo EUROSTAT 2,360citizens of North Macedonia were ordered to leave

in 2020(3,620in 2019). There weré,445returns following an order to leave (a return rate of
61%) in 2020 against 3,005 in 20183%). Assisted voluntary returns procedures towards
third countries were carried out for three individuals. Attention should bengiw the
successful reintegration of returnees.

With the support of EU and Member States’
Migration (IOM) implements the Assisted Voluntary Return and Reintegration (AVRR)

programmesupportingc a pacity building of North Macedon

42



access to Assisted Voluntary Retuibout 259 refugees from Kosoyomostly Roma, of

which 14 with refugee status, 122 under subsidiary protection and 123 tolerated, represent a
vulnerable segment of the society and are in need of a sustainable solution. The practice of
cancellingsubsidiary protection has left some of these individuals without a regulated status
in the country.

During August and Septemb@021, North Macedonia startéeimporarily hostingsome 193
evacuees/refugees from Afghanistdimey are eligible to receive a @ay temporary stay,
which can be extended. The evacuees were hosted in local dtddsawaiting resettlement
to other countries.

Asylum
Institutional selup and legal alignment

The law on international and temporary protection, adopted in April 2018, is largely aligned
with the EUacquis In 2020, standard operating procedures related to the registration of
asylum seekers and to refugeatgs determination procedures were adopted. A gap remains
in the area of the detention for people in irregular movements, as the current legislation does
not provide alternatives to detention. The law provides the right for family reunification but
concens remain in relation to delayed family reunification for persons under subsidiary
protection, two years following status recognition, while refugees can benefit from it
immediately. As subsidiary protection is the prevalent form of protection grantdukin t
country, and is often granted to unaccompanied children, such delays may significantly affect
the right to family unity and, in the case of children, contravene the principle of the best
interest of the child.

Implementation and enforcement capacity

Asylum procedures still need to be implemented fully in line with theaEgiis COVID-19
mitigating measures were successfully introduced in the Centre for Asylum seekers in
Vizbegovo. As a result, a very low number of asyseekers living in the centrested
positive and they were treated on an equal footing with nationals. Despite the good conditions
in the centre, the high rate of onward movements of asgkgkers continued. The absence

of the right to work for asylurseekers outside of the centre hait hampers the prospects for
inclusion. The arbitrary detention of people apprehended in illegal border crossing in the
reception centre for foreigners in the Gazi Baba municipality to ensure their testimony as
witnesses in court cases against smugglergimued. A total of 78 persons (37% of all
asylum applications) were detained in the centre for foreigners in Gazi Baba before being
released and admitted to the reception center for asylum seekers in Vizbegovo.

Staterun accommodation facilities for perss with specific needs are not available. The time
spent in detention also increased. There is still no effective judicial control over detention
practices and migrants in detention do not benefit from free legal assistance. Due to the
COVID-19 crisis, tle government decided to allocate the transit centre Vinojug as a
guarantine centre for asylum seekers.

Access to asylum procedures continued to be ensured. In 2020, 211 applications for asylum
were submitted (490 in 2019), out of which 47 (22%) were frdghanistan, 33 (16%) from
Pakistan, 26 (12%) from Turkey and 23 (11%) from Syria. There is no backlog of asylum
cases, although the majority of cases are discontinued, due to the high rate of claim
abandonment. In 2020, the Sector for Asylum issued twdsidas granting subsidiary

* This designatiolis without prejudice to positions on status, and is in line with UNSCR 1244/1999 and the ICJ
Opinion on the Kosovo declaration of independence.
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protection, 39 negative decisions for 46 persons and 201 decisions for the discontinuation of
asylum procedures for 215 persons. There have been no positive decisions granting refugee
status since 2018.

The quality of asylum adgication remains a concern, also at the appeal stage. Most of those
granted protection are vulnerable persons and unaccompanied or separated children. The
length of the entire asylum procedure can be very long and often there is not enough emphasis
on thespecific needs of the persons concerned. The judicial review is administrative, and the
Administrative and High Administrative Courts tend to deliver decisions on technical rather
than on substantial grounds. However, the new law on administrative dis@astdgought
improvements in some critical areas, such as the procedures for the hearing of the parties, but
no hearings took place until now.

The Sector for Asylum continued the practice of terminating international protection for
refugees from Kosovo wh were granted subsidiary protection. Between January and
December 2020, 23 Kosovo Roma lost subsidiary protection. Such practices undermine
possibilities to find lasting solutions for the remaining refugees from Kosovo and closing this
long-standing issueLegal aid under the amended Law on Free Legal Assistance, remained
ineffective. Reportedly, no individuals undergoing an asylum procedure were granted state
funded free legal aid. In line with the Law on Primary Education, the positive trend of
enrollingasylumseeking children in the local schools continued.

Further improvements in the asylum system are still needed, especially regarding the
systematic registration of migrants. The country cooperates with the European Asylum
Support Office (EASO) on thieasis of comprehensive roadmaps. A new Roadmap to support
the establishment of asylum and reception systems in line with EU standards was endorsed for
the period 20222022.

Visa policy

The visa regime 1is largely al isfourteRepotundei t ha't
the Visa Suspension Mechanisof August 2021 concluded that North Macedonia continues

to meet the visa liberalisation benchmarks. Short stay visas have been unilaterally abolished
for nationals of third countries who are nationaldeos of a permanent or temporary
residence permit issued by an EU/Schengen Member State as well as for nationals of third
countries who are in possession of valid multiple US, Canadian and UK visas. He®isa

regime between North Macedonia and Ukrangered into force.

The \isa policy needs to be further aligned for a number of countries currently on the EU
white list, whose nationals are still required to have a visa to enter North Macettmnisa
policy is not fully in line with the EU list of countries whose nationals are subject to a visa for
short stays in the EU.

Schengen and external borders
Institutional setup and legal alignment

The Department of Border Affairs and Migration is acaksed unit within the Ministry of
Interior. The border police is structured into four regional centres, within which police
stations for border surveillance and for border checks operate.

The legislative framework for the management of external boisléasisgely aligned with EU
standards. The 201Z019 integrated border management strategy is aligned with the 2006 EU
concept on integrated border managemené new strategy is under preparation

9 COM(2021) 602 final
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Implementation and enforcement capacity

Mixed police patols are being deployed on the southern border involving members of the
border police of Austria, Croatia, Czechia, Hungary, Poland, Slovenia and Slovakia, to
manage migration flows. The national authorities cooperate with the European Border and
Coast Guat Agency Fronte¥, including as observers in joint operations. The text of the
status agreement between the EU and North Macedonia, which would allow for deployment
by Frontex of European border and coaent guar
borders with neighbouring EU Member States, was initialled in July 2018. Pending the
signature and ratification of the agreemevttich is delayed due to a bilateral issue, the
country cooperates with Frontex in developing an operational plan, allosntpd rapid
deployment of teams in the countignature of the agreement is important, particularly in
view of possible renewed migratory pressure

North Macedonia’s Nationa ln200%, is padtially aperational Ce n't
with more progress required on institutional and operational capacity, IT and technical
expertise.

Cooperation with neighbouring countries continues to be good. There is a smooth
implementation of border agreements with most neighbouring countries. A formal agreemen
has not yet been concluded with Greece, but bilateral technical cooperation works in practice.
Joint border patrols with neighbouring countries and the joint police contact centres continued
to regularly exchange information. There are currently two combordercrossing points

for local traffic with Serbia and one with Albania. Agreements were signed and ratified for
the opening of new border crossings with Greece (Markova Noga and Maidan).

Judicial cooperation in civil and criminal matters

There wasimited progress regarding the legal framework. The application of the Law on
International Private Law started in February. A total of five staff employed in the unit for
mutual legal assistance in civil matters deéalthe first quarter of 202%ith 568 incoming
and561 outgoingequests.

In April 2021, Parliament adopted a law on international cooperation in criminal matters.
There were 1,224 incoming and 741 outgoing requests for mutual legal assistance in criminal
mattersFor the period June 202QJune 2021, he country ser@95and receive@99requests

for transfer of sentenced nationals back to their country of origin, and i88wedl received

97 extradition requests.

Staff in the Department for Mutual Legal Assistance completed English coOrstse four

employees in the unit for criminal matters, one is the EUROJUST contact point and another is

the European Judicial Network (EJN) contact point. Good cooperation with EUROJUST
continues. In 2020, North Macedonia participated in 36 cases atuBtjraj 38% increase
compared to 2019, most of them relating to swindling and fraud, money laundering and drug
trafficking. Cooperéions houl d be established with the Eui
(EPPO), which started its operational activities on 1 June 2021.

All aspects of customs cooperation are now covered under Chapte€@8&toms Union.
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2.3. ECONOMIC DEVELOPMENT AND COMPETITIVENESS

2012-17 2018 2019 2020
North Macedonia - Key economic figures average
GDP per capita(% of EU-27 in PPS) 36 37 38 38
Real GDP growth 2.3 2.7 3.2 -4.5
Economic activity rate of the population aged 15-64%), totaP 64.8 65.4 66.3 65.5
female 51.8 52.2 54.8 54.0
male 77.5 78.3 77.3 76.7
Unemployment rate of the population aged 15-6{%), total 26.9 21.0 17.4 16.6
female 26.4 20.1 18.6 16.1
male 27.2 215 16.6 16.9
Employment of the population aged 15-64annual growth %) 2.3 25 5.1 -0.3
Nominal wages(annual growth %) 1.6 5.8 5.1 8.3
Consumer price index(annual growth %) 1.1 15 0.8 1.2
Exchange rate against EUR 61.59 6151 6151 61.67
Current account balance(% of GDP) -1.9 -0.1 -3.3 -3.5
Net foreign direct investment, FDI(% of GDP) 2.4 5.6 3.2 1.9
General government balancg% of GDP) -3.5 -1.1 -2.2 -8.2
General government debt(% of GDP) 37.2 40.6 40.7 51.2
Notes

1) Eurostat
Source: national sources

In line with the conclusions of the European Council in Copenhagen in June 1993, EU
accession requires the existence of a functioning market economy and the capacity to cope
with competitive pressure and market forces within the Union.

Economic governance has become even more central in the enlargement process in recent
year s. The Commi ssion’s monitoring takes pl
Programme exercise and the below assessment of compliance with the economidariteria
accession. Each enlargement country prepares an annual Economic Reform Programme
(ERP), which sets out a medittarm macrefiscal policy framework and a structural reform

agenda aimed at ensuring competitiveness and inclusive growth. The ERPs aasishierb
countryspecific policy guidance jointly adopted by the EU and the Western Balkans and
Turkey at ministerial level each year.

2.3.1. The existence of a functioning market economy

North Macedonia has madsome progress and is at agood level of preparation in
developing a functioning market economy. Severely hit by the pandén@ceconomy
slipped into a recession 202Q A gradual recovery set in as of spring 202the government
implemented atrongfiscal response to mitigate the crisis impact on households and firms.
The fiscal deficit rose to 8.2 of GDP in 2020while the public debt level rose shargly
60.2% of GDP, as additional financing needs had to be covered. Capital expenditure was cut
in a budget revision to create space for crislated transfer payments, yet it was still heayily
underexecuted. The authorities took some additional measures to improve |fiscal
transparency, althoughfally operationalstate aid registry iget to be éveloped There has
been little progresmadein improving revenue mobilisation and collectjas well agublic
investment management, including through a stronger framework for jmubiate
partnerships. Thaew organic budget laywhich is expectedotsignificantly improve fisca

46



governance, is yet to be adopted by Parliament, and its implementation is d8lalgtered
by regulatory easing, the financial sector remaisedngand lending to the private sector
constant The business environment cionted to be impeded ke largesize of thanformal
economy.

As the recommendations of the 2020 Report were partly implemented ardkr to improve
the functioning of the market economy, North Macedonia should in particular:

- Continue spporing the economy through welargeted fiscal measures until the
economic recovery is on firm grounds, while anticipating a gradual return to ticeigse
primary deficit in the mediurterm;improverevenue collection and broaden the tax base
in line with the Tax System Reform Strategy, including by streamlining tax exemptions;

- Adopt the Organic Budget Law with adequate provision for fiscal rules in line with
Commission comments andke the necessary legislative steps for the establishment of
the Fiscal Couall;

- Further reduce institutional and legal obstacles to swift and effentwegperforming
loans (NPL)resolution, including by facilitating owdf-court settlement and modernising
the insolvency regime.

Economic governance

The government addressed thehallenges from theCOVID -19 pandemic, while at the

same timemaking someprogresson important fiscal and structural reforms. Between

March 2020 and April 2021, the government successively adopted five sets of measures to
mitigate the economic and social impact stemming from the C@\Wpandemic. These
included subsidies to wages and to employer contributions, tax deferrals, as wellest inter
free loans. The central bank, too, reacted swiftly to support the economy, by implementing
four successive cuts in the key policy rate, and regulatory easing measures to provide
borrower relief and bolster bank lending. The governmemitroved fiscal tansparency,
notably by enhancing the reporting on the finances of public enterprises and municipalities.
However, the most important meastwemprove fiscal governancéhe new Organic Budget

Law, which ®ntairs provisions for fiscal rules and a fiscabuncil, was adopted by the
government in Decemb&02(Q but has not yet been adopted Parliament. Moreoverits
implementation depends heavily on the introduction of the metegrated Financial
Management Information Syste(fFMIS), which is delayedOther important reforms are

also lagging behind, in particular measures to combat the informal economy, and the
establishment of a fully functional state aid regisiiy.address the increased financing needs

in 2020, the government was granted assistancerdhe internationalMonetaryFunds s
Rapid Financing InstrumentMF RFI), and loans from the World Bank. It also benefitted
from macrefinancial assistance from the EU, which was completed in June 2021 after the
government had fulfilled all conditionf®r disbursement of the second tranche. The policy
guidance jointly agreed at the May 2020 Economic and Financial Dialogue between the EU
and the Western Balkans and Turkey has been partially implemented.

Macroeconomic stability

Nort h Mac edo nupawing cameto aasuddendalt in 2020, as tl@OVID -19

pandemic hit domestic and foreign demandNor t h Macedonia’s econom
path of accelerating growth in theo years prior to the crisis, when the pandemic hit the

country in March 2020. Domestic economic activity plunged in the wake of containment
measures, and external trade suffered from lockdowns and recessions in-featheg
economiesand through the teporary breakdown of automotive supply chaibae to falling
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imports, ret exports contributed positively to GDP growdls, did government consumption,

mitigating the impact of lower private consumption and investmdausehold disposable

income sufferedrom a stark drop in remittances from abroad. Investment, which had picked

up in the second half of 2019 after two sluggish years, plummeted in the second quarter of

2020, yet recovered over the summgiter a steep drop in output between April and June

2020, the annual decline gradually eased in the second half of the year, as containment

measures were lifted and foreign demand
Graph 1:North Macedonia - strengthened. Overall, annuakat GDP

8 1 % yoy Real GDP growth and contributions dropped by 4.5% in 202@onvergence with

EU income levels remains sluggish. Real
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2020.
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term debt andthe share of intercompany debt and trade credits, which constitute less volatile
components of foreign debt, remained high. With substantial foreign capital inflows,
including through two Eurobonds issliin 2020 and 2021, the government bolstered its
foreign exchange reserves (+30%ayover-year at endMarch 2021), representinfve
months of prospective imports.

Monetary policy supports the ongoing economic recovery, while heeding rising
inflationary pressures.Inflation was subdued until picking up in the second half of 2020,
driven by rising prices for food, fuels, including higher excises on oil products, and a statutory
price rise for electricity in Augustin the first half of 2021, additional dwestic price
pressures arose from services, in particular the transport s@ctaaverage, the consumer
price index (CPI) rose by 1.2% in 2020, compared to 0.8% in,201®further to 2.7% in the

first eight months of 2021The currency is in a stablee éacto pegged exchange rate regime
with the euro. The central bank lowered the key policy rate in March 2020, followed by three
further cuts of 25 bps each, to reach the

historic low of 1.25% in March 2021 Graph 3:North Macedonia - Fiscal developments
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recovery amidst lingering domestic and external risks due to the CQ¥iBisis.

Public finances deteriorated in 2020, as automatic stabslers kicked in and the
government implemented discretionary support measuresBetween 2014 and 2019, the
general government fiscal deficit was declining each year, in terms of GDP, albeit largely on
the back of undeexecution of budgeted capital expendituln 2020, the deficit rose to 8.2%

of GDP, as revenue declined by 6.9%akover-year, while current expenditure increased by
13.9%.The government adoptedrange of crisisupport measurdaas 2020and early 2021
comprised of fiscal measures as wallliguidity support, and including i.a. wage subsidies,
tax deferrals, and intereBee loans. Fiscal support from these packages amounted to some
3% of GDP in 2020with further implementation of measures in the first half of 202k
revenue has recored since the last quarter of 2020, as containment measures were gradually
lifted and companies paidieferred income tax liabilities. Capital spending, at 82% of the
revised budget, was, again, severely undglemented? The government had to resort to a
budget reallocation and to two supplementary budgets to accommodate the support measures.
The composition of public spending was hence tilted towgnatssfer paymentsOverall,
shortcomings in revenue collection and éanumber of tax exemptions eroding the tax base
have contributed to a decline in public revenue ratios in recent years, adding to fiscal risks
from a rising pension deficit, large indebtedness of public enterprises, and still significant
budget arrears.

Debt levels surged, as the government needed to meet crisis related financing
requirements and roll over maturing debt. General government debt rose by 10p5.
yearover-yearto 51.2% of GDP, accounting almost exclusively for the rise in the public debt
ratio to 60.2%. Foreign borrowing made up a large part of the debt increase, including two
Eurobonds of EUR 700 million each, issued by the government in May 2020 and in March
2021.

The government further enhanced fiscal transparencyln 2020, the Minigty of Finance
started publishing consolidated data of muni
an i mportant step towards addressing weakne
public financesMoreover, the government requires all pulditd stateowned enterprises at

state level to publish quarterly income and expense statements with -dotfoee months

lag, henceallowing for improved management of fiscal risks arising from the finances of

these enterprises, many of whitin sizeal® deficits and have accumulated large debt stocks

Still, there is a need for modetailed income and expense statenasnivell as balance sheets

for state owned enterpriseSurrent data presentation does not allow for a meaningful public
finance andiscal risks analysisin addition, the government set up a dedicated website for
information on the implementation of COWI® related support measures, including the

main beneficiaries.

The governance of public finances was further strengthenedout coneerns remain
regarding the implementation of the new Organic Budget Law In December, the
government adopted a dr&tganicBudgetLaw, which includes provisions for fiscal rules, a
fiscal council, and a proper meditberm budget framework. However, the law still needs to
be adoptedby Parliament and accompanied byplementinglegislation, which could lead to
protracted implementatiohe draft provides for escape clauses proposed for the fiscal rule
which are too wide and would allow for an accelerated rise in public Helo.cemenbf the

10 However, this does not account for capital expenditure carried out dpdffet enties, the most significant
one being the PESR, which is implementing a sizable investment prograinover EUR 1 billion. Central and
local government habitually accounts for about one third of total public sector investment.
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new lawis unclear in view of the phasing approach for its enactment. The work on the
developmat of the secondary legislation is still in its initial phas@oreover, its
implementation depends heavily on the introduction of the new integrated IT system (IFMIS),
whichis yet to be adopted as well

There is aneed to adopt robust fiscal rules andensure commitment to such rules.
Namely, the mediurtermfiscal strategy adopted recently that targeted a return to the planned
fiscal rule, was discredited a week later with the adoption of the 2021 budget revision which
delayed fiscal consolidation plans until 20¥8ith a view to improvingevenue mobilisatio,

the government conducted a review of foregone revenues from tax deductions in direct
income taxation and preferential VAT rates, in line with the 2D@P3 Tax System Reform
Strategy adopted in DecemkiZd2Q Moreover, the government adopted an ActidenFHor
improving public investment management, based on the recommendations of the respective
2020 IMF reportHowever, the government has not yet progressed in its project to include
off-budget entities into the general government sector where warragtedternational
statistical standards.

The government started work on strengthening the framework for public private
partnerships (PPP).The Ministry of Economyis prepamg draft amendments to the 2012

PPP law, providing for a streamlining of powers regarding administrative guidelines, contract
formats, terms and conditions concerning selection, implementation and management of PPP
projects. The draft also includes new toalsd processes to ensure better management of
fiscal risks arising from PPRowever, considerable delays are expeet#ti regard to the
development and establishment of BféP and concessions registers which would facilitate
the implementation of thewss.

Once the economic recovery firms up, a shift in the policy stanagould be appropriate.

While the fiscal and monetary stance is still appropriate in light of current financial and
economic conditionshe country will need to gradually phase out amatiest crisisrelated
fiscal suppor't as the economic recovery gati.
the crisis managed to soften tingpactin particular on employment and disposable income.

In order to support a sustainable economic recovedyfaster growth in an effective manner,

the government needs to address major challenges facing the economy, such as wider
mobilisation of public revenue; improved management of public investment; investment in
human resources; and more transparent ditotaf state aid. It also needs to envisage a
gradual return to fiscal consolidation and debt stabilisation. Moreover, the continued rise in
wages, bolstered by crisisduced government wage subsidies, remain a challenge for
external competitivenesgiven the adverse developments in labour productivity over recent
years.

Functioning of product markets

Business environment

The government takes first steps towards reducing the number of parfiscal feesWith a

view to streanlining the large array of pdiacal charges imposed on businessis
governmenipublisted, on a designated web pagelist containing 377 parafiscal charges at
central and local level including their valuEhe implementation of other key measures, is
however, protracted, such #se 2019 Law on inspection supervision and implementing
transparent and consistent procedures for inspecfidres new bankruptcy law, intended to
facilitate market exit by reducing the cost and time of procedures, is still under preparation.
Furthermoreincreasing the efficiency and transparency of public administration, reducing the
time and costs of commercial disputes and promoting alternative dispute resolution
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mechanisms would address some of the factors limiting the competitiveness of domestic
companies.

Challengesposedby the large informal economyare not addressedn a decisivemanner.
The informal economycontinuesto posean importantobstacleto businessoperationsfor
regulatedirms. Accordingto IMF estimatesit could accountfor asmuchas 37.6%of GDP.
The ¢ o u n tinfoymalssector takes various forms, of which the most prominent are
unregisteredabour,partially undeclaredvagesand otherirregularitiesin the enforcemenof
the Labour RelationsAct. Other practicescommonto the informal economyinclude not
issuing tax receiptsor invoices, or underreportingturnover. Freelancework and personal
servicesprovidedat homeor via the internet the prevalenceof which is growing, often go
unregisteredImplementationof the g o v e r n 20282020 Action Plan to combatthe
informal economyremainssluggish.A newAction Planhasyetto be developedandadopted.

State influence on the product market

The government provided largescale support in the pandemic and improved
transparency on these payments.The government has consistently ensured public
dissemination of information related to the adoption of the COADsupport measures. A
designated welgge is active and contains information on tle@dition and criteria for the
allocation of the support. All financial transactions related to the payment of the GGVID
support, including the amounts of aid and names of beneficiaries, are availdible ionreal
time. The government has also prepared and has made available online a clear overview of the
implementation of the COVIEL9 support packages according to type of &idnsparency
and effectiveness of state agaffected bythe high number oftate aid providers, the lack of
an updated registry, and the still marginal competences @dhemission for the Protection
of Competition (CPC) in state aid supervision.

Privatisation and restructuring

The public sector s st ddaweandiunchangbden 2020,obe 0o my r
number of companies in which the government held a stake remained the same as in the three
preceding years (16 companies in full state ownership and 40 companies in partial ownership,
most of these with a state ownershiprshaf below 1% of issued capital.). The total value of

state ownership in enterprises remained at 10.7% of the GDP. There are currently no plans for
further privatisations.

Liberalisation of the electricity and natural gas market has progressedn early2020, the
electricity market was fully liberalised, in line with the 2019 Law. Retail prigage been
deregulated, except for the universal supplier for which the regulator (ERC) sets the price. At
end2020, over 30,000 consumers (per metering pointsg warchasing electricity from the
active suppliers on the open market, under mutually agreed (unregulated) prices. Over 16,000
retail customers switched suppliers in 2020, more than twice than in the same period one year
earlier. In September 2020, the govment designated a subsidiary of the national electricity
market operato(MEPSO) to act as the nominated operator of the organised electricity
market. The electricity transmission and distribution network operators are unbundled in
accordance with th&U acquis The natural gas market was liberalised in 2015thatend

0f2020, there wersix licensed active natural gas suppliers and natural gas traders. Wholesale
gas prices are fully deregulated, but the market remains illiquid, without a virtuaigrradi
point. The gas transmission system operator is not yet unbundled in line with the Third
Energy Package.
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Functioning of the financial market

Financial stability

The authorities strengthened the institutional framework for ensuring financial stability

but important measures to bolster the financial safety net remain incompletdn April
2020,the authorities responsible for the supervision and oversight of different segments of the
financial market signed a Memorandum of Cooperation establishing acEh&tability
Committee A draft law which will both allow for the establishment of a permanent
committee, and assign the National Bank a unique and leading role in developing and
implementing Nor t-pgrudevtialcarddinancial stabslity potescis carrently

being prepareddowever,following regulatory normalisation, the NPL ratio is expected to
rise The new insolvency law could help expedite the resolution of NPLs, but it has not yet
been adoptedn this regard, there is also a needstoeengthen the framework for deposit
insurance.

Diversification of the financial sector remains slow.Banks continue to dominate the
country’s financial sector, ac theendaf 20202 f or
Banking sector concentration remgaimoderate and was almost unchanged compared with
previous years, with some 57% of assets held by the three biggest banks. Ten out of the

sector’s fourteen banks are predominantly 1in
equity has been conssitly high in the past five years, at about 75%.

Bolstered by regulatory easing, the banking sector remained stabl&@he banking sector
remained well capitalised a-crisis positiap@andéuppont ¢ f 1 e ¢
from t he cfinancial settor mmeasule€he capital adequacy ratio was above its

level of five years earlier at etD20 (+1.2pps at 16.7% of riskveighted assets) and well
exceeding the regulatory minimum. Liquid assets account for one third of total assets and
cover more than half of shoterm liabilities The quality of the loan portfolio has been
improving gradually sincéhe endof 2013, with the ratio oNPLsfalling to a record low of

3.4% at the end of 2020, compared to 4.8% at20i®. The reduction of nopperforming

loans continues to be influenced by the mandatory wfitef fully provisioned NPL$!, and

also reflects regulatory measures from March 2020, which enabled banks to approve a
temporary moratorium on loan repayments, providing greater flexilahty incentives for
banklendn@he central bank’s denarisation strate:
foreignc urrency denominated loans and deposits
currency risk. At the end of 2020, 44.9% of loans Gad-X-component, compared to 46.4%

five years earlier.

Access to finance

Bank lending remained robust, but financial diversification and intermediation are not
progressing.In 2020, credit to the negovernment sector expanded at 6.48anover-year,
compared to 7.2% one year earlier. It slowed down to an average of éa&8%vgr-yearin

the first four months of 2021, as supportive regulatory measures were phased out. As in the
preceding years, the bulk of credit growth came from household loanscargbrate credit
growth decelerating compared to 2019. Central bank action as well as liquidity support from
the government, inter alia throughutepeaninvestmentBank-provided credit lines to the
Development Bank of North Macedonia, have eased accdsmitme for companies during

the pandemicln March 2020, the central bank lowered reserve requirements for loans to the

11 From July 2019, the National Bank introduced an obligation for mandatory-affitef non-performing exposures that
have been fully provisioned for more than one year. Until July 2019 (from 1.1.2016 to 30.6.2019), this period was two years.
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most affected sectors, and in Ma92Q it expanded the range of securities accepted from
banks as collateral in liquidiycreasingoperations.

Functioning of the labour market

Government support measures have mitigated the negative effect of the pandemic on the
labour market. Job losses remained contained in 20@&fhough rising each quarter. The
labour force (1%4) droppedmarkedly ¢

Graph 4:North Macedonia - Labour market 2.3% yearover-year end of first quarter
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important ones are lowapticipation rates,

especially for women. After narrowing by someps between 2014 and 2019, the gender gap
widened again gihtly in 2020, in annual comparison, t@.2 pps, as male labour market
participation dropped by less during the pandemic than female participation. Youth
unemployment remains higtat 35.7%, about the same as one year eadiénough a
significant redation (about 10pps) has been achieved since 20&&; recently supported by

t he g o v eYouthm@uarantee schem&/omen and young people are particularly
exposed to unemployment and inactivity, as are people with disabilities and the low skilled.
Around 80% of unemployed are lotgrm unemployed, largely reflecting the skills
mismatch. The share of informal workers in total employees remained high, at some 14% in
2019, according to government data, even though declining persistently since B815. T
average tax wedge is regressive in North Macedonia at the bottom of the income distribution
the average contribution rate therefore takes a much higher share of the total income of low
wage earners.

2.3.2. The capacity to cope with competitivepressure and market forces within the
Union

North Macedonia has mademe progress n addr es sing 1 as tandyis
moderately preparedto cope with competitive pressure and market forces within the U
Integration with the EU in trade and investment remained entrenched also duri
pandemic. The level and structure of trade and manufacturing output affected by
lockdowns and sygy chain disruptions, domestically and in trade partner counffies,
structure of the industry is continuously improviddne deterioration in labour productivi
and price competitiveness in 2020 reflects to a large degree the economic impac
pamnde mi ¢ and t he -reteniionemeasuiedioaational Educdtional Trainin
(VET) curricula has improvedstill, skills shortages, reflecting shortcomings in educa
curricula, capital investment gaps, and limited integration of domestic firgislal supply,
chains are restricting potential growmigitisation of the economy is progressing.

As some of the 2020 recommendations have not been fully implem&tdat, Macedonis
should in particular:

- Speed up the reform of the education systemirzcréase financing for the VET systen
and higher education;
- Improve access of lowkilled unemployed and vulnerable persons to active labour
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market measures;
- Adopt and implement energy efficiency legislation

Education and innovation

Reform of the education system is sluggish and the large skills mismatch persiswhile

North Macedonia has progressed very well in terms of the number of people with higher
educational attainment, curricula are not well suited to equip graduates with necessary skills
to match labour demandta®e financial support for education is insufficient and coordination
between the education sector and businesses is WedR20, public spending on education

and training amounted to 3.3% of GDP, compared to an average of 3G%Poin the past

five years. The government took some steps towards improving vocational education (VET),
such as adopting several qualifications under the National Qualifications Framework, and
introducing a reformed fowyear VET programme across all scls including a
strengthened collaboration with private companies

Innovation activity remains low. At 0. 4% of GDP, the economy’
and innovation has not increased over recent years, and remains significantly below the EU
averageThe country remaina modest innovator, according to the EU innovation scoreboard.
Even though government funding for innovation has increased in 2020, through the bigger
role of the Fund for Innovation and Technological Development (FITD), private &inms
reserved about adopting new technologldse FITD invests in small and medium sized
enterprises (SMES) to improve the innovative capabilities of companies, as well as to support
adoption of new technologies contributing to private sector competiiseffdree public

calls were issued during the reporting peridtie impact of this funding should be further
assessedseveral additional constraintisnit innovation activity insufficient institutional ce
ordination, funding limitations, and inadequatepgort systems for researchers and
innovators.

Physical capital and quality of infrastructure

Investment spending remains low in light of major needs to increase physical capital.

Gross capital formation, as a share of GDP, dropped in 2020 to 29.6% 4t6#% 8ne year

earlier. The share of gross fixed capital formation (GFCF) in GDP has declined gradually in

the last years, and amounted to 21% in 2019, compared to 24% in 2015. Over half of GFCF is
typically accounted for by investment in construction. Rubkctor investment makes up

about one quarter of the total amount of GFCF, mainly on account of road construction
through the Public Enterprise for State Roads. Meanwhile, the need to modernise the
country’s capital st ocdaergynetworksaigincieasingl ar t he t

Regional transport connectivity progresses slowlyThe quality of transport infrastructure
and trade logistics remains lowotably due tadelays at border custom@/hen it comes to
TransEuropean networkdRoad CorridoVIll needs substantial upgrading to highway level.

In June 2021,ithe second deadline to complete the construction of Kitevo-Ohrid
motorway was missedelays in construction workalsoheld up completion of major parts

of Road Corridor X.The construction of the rail Corridor VIII towards Bulgaria is facing
significant delays The upgrading of crodsorder rail connections and the facilitation of
crossings on Rail Corridor X runs behind schedule. The Joint Railway Border Station with
Serbia atTabanovce is still in its planning stage. Maintenance and service of regional and
local roads and rail systems need to be improved.

The digitisation of the economy is advancing further, but remains low compared with
the EU. The percentage of householdsttwinternet access at home increased bypp$
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between 2015 and 2020, to 79%. A fixed broadband connection to the ligersed by 88%

of household users, and by 92% of enterprises tethor more employees, but smaller
companies still face obstacles. Of the total number of enterprises, 54.5% had a
website/homepag®©verall, there is a particular needincreag access to broadbarekpand
available egovernment serviceand develop digitaskills.

Efforts towards energy diversification needs to be improved The economy is
characterised by higenergy intensitywith low efficiency in energy production and
consumption Productionis highly dependent on coahd imports.The government pursse
annual targets for raising the shareaaiewables in energy consumptiohhe distribution of
natural gas, as an intermediate step in the decarbonisatoin process, is advatitiefforts
made to increase the transmissimetwork. During 2020, the network lengthwas
approximately200 km with a distribution network of 70 kmThetotal distributed quantt
was around 350 million i The ®nnection to regional gas pipelines progresses slowly.
Works on the gas interconnection with Geedias not yet started. This project wosldbport
diversification of natural gas sources and facilitate access to transit pipelines

Measures to improve energy efficiency arestalled. The government recently passed the
Law on energy efficiency, transposing Energy Efficiency and the Energy Performance
Directives and setting a best practice for the region, according to the Energy Community
Secretariat. However, implementation is hamperetirbyed human and technical capacity.
Financing to promet energy efficiency is limited, and plans to set up an Energy Efficiency
Fund should be prioritisedThere is a particular need to improve energy efficiency in
buildings.

Sectoral and enterprise structures

Manufacturing takes upan increasingly more important share i n the econ
The sectoral and business structure of the economy has posted gradual, though slow
transformation in the pagive years. The services sector dominates the output structure, at
some 64% of total value added. The share of manufacturing has progressively gained ground,
and stood at 15.3% of value added in 2020. This comes largely as a result of increased foreign
direct investment. The share of agriculture dropped below 10% in 2020. Over half of
employment was accounted for by service industries in 2020, which is only slightly more than
five years earlier, followed by industry (33%, compared with 31% in 2015) and agrécult
(12%, down from 17% in 2015). Over 99% of all companies are SMEs, providing over 77%
of value added in the economy and an almost equal amount of employment. Supported by
government programmes for business creation and innovation, the number of firms, i
particular micro enterprises rose significantly in 2019, according to official data (+2866 y
over-yeal.

Economic integration with the EU and price competitiveness

Graph 5a:North Macedonia - Exports of goods Graph 5b:North Macedonia - Imports of goods
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Trade openness remained relatively highThe economy posts a high degree of trade
opemess, at 124% of GDP in 2020. This is slightly lower than in the preceding year, as trade
volumes declined by significantly more than GDP. Mainly reflecting the geographical trade
structure, but also the impact of the pandemic on supply chains, the deddixgorts to the

EU in 2020 was less pronounced than éaports tothe CEFTA region, while the reverse

holds for imports. In 2020, exports to the EU accounted for 77.5% of total exports, which is

only slightly less than in 2019, and partly accountedofothe decline in automotive supply
exports,for which EU economies are the most important destination marketEh e E U’ s s h
of imports, at 46.3% of total, was also lower than in the preceding-yle@p|s). The share of

exports to CEFTA countries (11%6 total exports) was lower by 0.4pps, while the share of

imports from CEFTA countries increased by 0.4pps to 9.6% of the total in this period. EU
countries remain the most 1important 1investor
total stock of dect investment has declined between 2014 and 2019, by 9.4pps to 72.2%
(EU-28).

The economyds structur al transformation r eme
higher value-added production. An important share of foreign investment in the country is
allocated tohigher valueadded manufactured goods (machinery and equipment, chemical
products) Accordingly, their productiomose at the expense of basic goods (iron, steel and
clothing). Since @18, domestic companies active in these sectors have contributed an
increasing share to total exports. However, integration of domestically owned companies in
global production networks still remains scarce, mainly due to the type of products
manufacturedy foreign investors, and their position in the structure of global value chains
(i.e. upstream or downstream), but also on account of productivity shortcomings of local
firms. In 202Q the cost competitiveness of the economy deteriorated somewhat further.
Labour productivity dropped further, on account of governmapported employment in a
year of heavy output decline. Gross wagespped upy government ardirisis subsidies,
continued to rise, even though decelerating compared with preceding yeareal effective
exchange rate (CHiased) has remained broadly stable in thefpasyears.

2.4. PuBLIC PROCUREMENT, STATISTICS ; FINANCIAL CONTROL
Chapter 5: Public procurement

EU rules ensure that the public procurement of goods, services and imoaky Member
State is transparent and open to all EU companies on the basis afismmination and
equal treatment.

The country ismoderately preparedin the area of public procurememtimited progress
was made with the implementation of the bylaws to the Law on Public Procurement and with
additional staffing. Capacities of key institutions, contracting authorities and ecophomic
operators have to be further enhanced through continuous training. Natitimaiities should
implement more effective antiorruption measures into the procurement cycle. The strategy
for the development of the public procurement system is not yet finalised. The
recommendations from the 2020 report were not fully implementedesndin valid. In the
coming year, the country should in particular:

- ensure the efficient implementation of the public procurement legal framework, including
the development and adoption of the Law on PuPfigate Partnerships, the Law pn
Concessionand the bylaw on lowalue emarketplace;

- improve the cenrdination among key players in public procurement and strengthen their
capacities and independence to implement the principles of transparency, free
competition, equal treatment and nAgdiscriminaton;
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- improve control of public procurement procedures through efficient felijpvand the
reporting of irregularities, cases of conflict of interest and fraudulent practices.

Institutional setup and legal alignment

Thelegal framework on public procuremeris largely harmonised with the Eatquis.The
practice of “blacklisting’ of companies due
phase continued, which is not in line with the relevant EU rules. In 2020, 36 negative
references were issued bynt@cting authorities, out of which five were rejected by the
Public Procurement Burea(PPB) The finalisation and adoption of the PubHdvate
Partnership Law and the Concessions Law is delayed. The adoption of the bylaw-on low
value emarketplace is t8l pending and the strategy for the development of the public
procurement system not finalisell.new draft law on strategic partnership for infrastructure
projects has been adopted by the Parliament despite criticism by the State Commission for
Preventon of Corruption (SCPC).

The Public Procurement Bureau continued to modernise and improve the public
procurement system in the country to enhance its performance and functionalities. However,
its monitoring and control competencies need to be strength&hedcooperation between

the PPB, the Ministry of Economy and the State Appeals Commission (SAC) remain
insufficient. In addition, a more effective exchange of data and information should be ensured
including with the Commission for Protection of Competi (CPC) the State Audit Office
(SAO) and thesCPC

In line with the 2020 action plan, the Bureau increased its staff to 38. It organised 14 trainings
which were attended by 225 participants. Due to the CEMUL2risis, most of the trainings
were organised online. In addition, three workshops for auditors from the SAO helped to
improve their expertise with regard to the implementation of the public procurement legal
framework.

The electronic system for public procurement is functioning efficiemtig. development of a

platform for emarketplace, €atalogues and further improvement of the SAC processing
system 1s ongoing. The contracting aut hor i1
published on the platform.

The capacities of the Ministry dEconomy, dealing with concessions and public private
partnerships (PPP), remain limited. The registers on PPP and concessions have still not been
established. In 202@he Ministry of Economy organisddur trainings on PPP for media and
nortgovernmentalorganisations as well as for central state and local bodies. Three PPP
contracts were concluded in 2020.

Implementation and enforcement capacity

In 202Q the public procurement market dropped to 8% of the country's GDP as compared

to 11% in 2019. It represnted 23% of the state budget. Capacities of contracting authorities at
the central and local level are uneven and have to be further enhanced especially given
increased transparency and integrity. The use of the most economically advantageous criteria
is still very limited. Guidelines for the selection of the most economically advantageous bid
were elaborated and published on the website of the PPB. Continuous training of contracting
authorities on the application of these criteria have to be organisedusehof electronic
auction is optional but frequently used.

On monitoring of contract award and implementation, the use of negotiated procurement
procedures decreased to 5.4% in 2020, as compared to 9.08% in 2019. An assessment of the
use of centralised rpcurement and framework agreements by the PPB is ongoing. The
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proportion of the overall value of public procurement awarded to SMEs slightly increased to
63% in 2020 as compared to 61.44% in 2019. Tender cancellations in 2020 increased
significantly to 308% as compared to 18.23% in 2019.

Theepr ocurement portal was upgraded and the
administrative control from the Bureau. In addition, the electronic archive module allows for
the integrity of electronic procades by keeping the documentation in its original electronic
form, while the ecomplaints module provides an electronic exchange of data with the appeals
procedures. Also, the Law provides for annulment of public procurement contracts as well as
other postble sanctions, such as fines, imposition of interim measures etc.

To increase transparency, the PPB developed a new functionality ofphecuwement
system, enabling the contracting authorities to mark all contract award notices linked to the
COVID-19 aisis and track these contracts easily. Furthermore, the system feeds the financial
transparency webpage with data on COMI®related public procurement contracts. In 2020
there were 2,856 contracts concluded for a total amount of approximately EURIAQ. mi

The capacity to manage public procurement processebas to be further enhanced,
especially at the local level to achieve a more coherent approach in procurement cycle
management. The quality of tender documentation remains a challenge for snmétbssticm
authorities. Continuous training of budget users and economic operators on the application of
the new bylaws has to be ensured.

As per the Public Procurement Law, contracting authorities are obliged to publish their annual
public procurement planas well as concluded public contracts and their amendments to
ensure increased transparency.

The regulatory and institutional mechanismsimtegrity and conflict of interest are still
insufficient. There is no risk assessment system incorporatedhiatprocurement cycle to
ensure timely information on possible corruptive practices or irregularities, including bid
rigging. In 2020, the SPCinvestigated eight suspicious cases reported from individuals and
legal entities and on one case on its ini&tiThe PPB reported to tistateCommission on a
case where irregularities were observed during contract implementation.

The role and the capacity of the SAO in performing audits of public procurements have been
enhanced through the implementation of thew public procurement audit programme
providing updated guidance and methodological tools to auditors. One regularity audit was
carried out for emergency public procurements linked to the C&M@risis. See Chapter

32— Financial contro).

Efficientremedy system

The legislation on theight to legal remedy is broadly aligned with the Eldcquis The
implementation capacityof the SAC remained insufficient. Given the significantly increased
number of appeals compared to the past years, there is foneeldlitional qualified staff to
ensure timely processing of the appeals. There is no considerable backlog of decisions.
However, most of them cover exclusively legal and administrative matters rather than issues
related to the technical substance ofdpeeals. The number of appeals had grown from 902
(2019) to 1076 (2020). The resolution rate was 96.4% in 2020. 110 lawsuits were filed against
the decisions of the Commission and submitted to the Administrative Court for revision.
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Chapter 18: Statistics

EU rules require that Member States are able to prodymed qualitystatisticsin line with
the principles of the European statistics Code of Pracacel based on professional
independence, impartiality, reliability, transparency, and confidentiatymmon rules are
provided for the methodology, production and dissemination of statistical information.

The country has eoderately preparedin the area of statistic&00d progresswas made
especially in preparatory worknd conducbf the population censusfficially launched in
September 202Xor which the legal framework and methodology were adopitbd.census
operation, the first since 2002, was completed on 30 September [2@2bvements are

noted in all statistical areas andrther aligning of sectoral statistics with EU standayds.
Continued efforts are needed to improve the scope and data quality of macroeconomic and

b

soci al statistics. As l ast year’ s reca
year, the countrghould in particular:

- process and publighe results othe population census;

mme n d

- continue to align financial accounts and quarterly national accounts with the European

System of Accounts 2010 (ESA 2010);
- ensure adequate staffing and sufficient financiadueses for the State Statistical Office|

The legal framework fostatistical infrastructure is broadly in line with the European
Statistics Code of Practice. The Statistical Council has met regularly in 2020. Regarding other

main statistics producers,thee nt ral bank is fully ¢ommi

tted

of practice. The Ministry of Finance has not yet appointed a head of statistics. The IT systems
of the State Statistical Office (SSO) have been upgraded to increase interconnectiaigg, stor
capacity and protection with the setup of a backup system at the national disaster recovery

centrein Prilep from October 2021 onwarddissemination of statistical data was realised
accordance with the Advanced Release Calendar for data publiShiedOffice adopted a

in

pro-active communication approach to inform citizens about the Census of Population,

Households and Dwellings, including the creation of a dedicated website as well as

social

media profiles. Despite the COVIDO situation, most maintaistical surveys were carried
out. For the first time, the SSO adopted a Handbook for Internal Quality Audit of all
processes and products. Human resources of the state statistical system need to be further

increased and vacancies filled.
On classifications and registers the main classifications comply with the Eldguisand are

updated regularly. Progress was noted in the use of administrative data sources, including for
piloting the population census. The Office finalised the logical design of the new Statistical

Business Register including updated statistical defmstion line with the latest EU

regulation, as well as a new delineation of enterprise groups. The Statistical Farm Register

was updated by using data from the administrative register of agricultural holdings.

Data

availability and quality improved but stilleed to further comply with new requirements. Data

transmission to Eurostat further increased but remains incomplete.
The country made good progress macroeconomic statistics GDP by production and

expenditure approach at current and constant pricaeguéarly produced and transmitted to
Eurostat. The timeliness of the publication and transmission of GDP on annual level based on
quarterly calculations improved. Seasonal and caleadjaisted data are revised based on
methodological improvements. Anrusector accounts are produced in accordance with ESA
2010. Improvement of the compilation of Quarterly National Accounts (QNA) in accordance

with ESA 2010 is ongoing. QNA for the government sector were compiled on

59

an



experimental basis for two years (20aid 2018). The supply and use tables for 2017 in
accordance with ESA 2010 were published. Progress was made in improving the government
finance statistics (GFS) and the excessive deficit procedure (EDP) notifications. The SSO
transmitted the October 20EDP notification, although not fully filled in. The timeliness of
preliminary data on gross value added (GVA) and gross domestic product (GDP) by region
and activities was improved. In the area of financial accounts statistics, the National Bank
publishedfor the first time the annual financial accounts data and made regular transmission
of annual financial accounts stock data to Eurostat, with improved methodology and coverage
for certain financial instruments. The National Bank produces statistics obathaece of
payments and foreign direct investment according to the latest standards. It transmitted to
Eurostat detailed FDI data for 2019, by activity and geographical breakdown.

Structural business statisticsand shorterm statistics for the industry and construction
sectors are well developed. On foreign affiliates statistics (FATS), data for 2018 were
published for inward databut not transmitted to Eurostatatistics on research and
development and orCIT are sufficiently aligned. For services statistics, turnover indices are
regularly produced, disseminated and transmitted to Eurostat in accordance with the
regulation. The prices of services’ survey
telecommunication services. The harmonised index of consumer prices data are transmitted to
Eurostat monthly. The survey on International Trade in Sex@tatisticshas been developed

but without a detailed geographical breakdovRreliminary work to setputourism satellite
accounts showed good progress. Transport statistics are produced in accordanceBAdth the

acquis

Good progress was made sacial statistics Particularly relevant is the progressadeto
prepareand conductthe Census of Populatiorjouseholds and DwellingsDue to the
COVID-19 pandemicthe census was postponed from April to September. Zig&dr almost

20 years, te census was officially launched on 5 September and the data collection process
lasted until 30 September 202The Law and the Methodology for preparing, organising and
conducting the Census were adopted. They are broadly compliant with the relevant standards
defined in the European Unitn statistical legislation. The survey on income and living
conditions is reglarly carried out. Progress was achieved with improvements in social
protection statistics. Migration statistics need to be further improved. Labour market statistics
are largely aligned with the Eldcquis Activities are under way to improve statistics o
crime, education and public health statistics.

Agricultural statistics are partly in line with the Eldcquis The farm structure survey was
postponed due to COVHDR9. For the annual crop statistics, the EU methodology for surveys
and the datediting pocedure was tested. The forecast and estimation models for the animal
production statistics were developed. The questionnaire for fishery statistics was revised and
aligned to EU standards. Agroonetary statistics are produced in line with thed€guis

Energy and environment statisticsare mostly in line with the Elhcquis including
environmental protection expenditure statistics, waste statistics, water statistics, and
environmentr e 1l ated taxes'’ statistics. Compilation
and physical energy flow accounts. Material flow accounts energted, although material

flow balances are not yet included. The country also providesta&nortenergy statistics and

energy balances. The Sample Survey for energy consumption in households was conducted in
compliance with the EU Regulation 1099/2008.
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Chapter 32: Financial control

Based on international standards, the EU promotes the reform of national governance
systems to improve managerial accountability, sound financial management of income and
expenditure, and external audit of public fundse Tihancial control rules further protect the

EU s financi al interests against fraud in t|
counterfeiting.

North Macedonia isnoderately prepared in this area.Limited progress has been made

with the improvement of the internal control system and managerial accountability in budget
users on central and local level. The implementation of the public internal financial gontrol
(PIFC) policy paper and action plan has been delayedathe COVIDB19 crisis and limited
capacities of key stakeholders. The functioning of the financial inspection is not sufficient.
The independence of the State Audit Office (SAO) is not yet guaranteed by the Constitution.
The parliamentary oversight ptiblic funds management is not efficient yet.

In the coming year the country should in particular:

- adopt and efficiently implement the new PIFC law and methodological tools in order to
ensure improved transparency, managerial accountability and sourabenant of
public funds

- enhance the coperation between State Audit Office (SAO) and Parliament and improve
parliamentary scrutiny of budget implementation and foligw of SAO audit
recommendations

- establish and ensure the efficient functioning of #émé-fraud coordination (AFCOS)
network and improve the prevention, management and reporting of irregularities.

Public internal financial control

The public internal financial control (PIFG)rategic framework covers priorities defined by

the 20182021 Public Finance Reform programme and by the -20P9 PIFC policy paper

and the 2012021 action plan. During 2020, there were delays in the implementation of these
strategies due to the COWI® crisis and limitd resources. The PIFC Committee and the
Public Finance Management (PFM) Council continued to carry odinenmonitoring on
technical and political level. The progress report on the implementation of the PIFC policy
paper covering the period JuBecember2020 was adopted by the PIFC Committee in
March 2021. The adoption of the new PIFC law by Parliament is still pending, together with
the adoption of the new Organic Budget Law (OBL). Continuous and systematic training of
experts in public finance sect® expected to be ensured through the establishment of the
Public Finance Academy. Thedoption of thdaw onthe Public Finance Academig still
pending.

The efficient implementation ahanagerial accountability remains a challenge for budget
users at central and local level. Coherent application of the manual on managerial
accountability is yet to be ensured together with enhanced delegation of powers by the
management level in public entities.

The legal framewark oninternal control is harmonised largely with international standards,
however, its implementation has to be further enhanced. In 2020, the process of adopting risk
management strategies and risk registries continued both on central and local level.
Nevertheless, their incorporation in main financial control and management processes remains
insufficient.
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The efficient functioning of the financial inspection is yet to be achieved. Further
harmonisation of the legal basis is needed as well as develogmeénmplementation of
methodological tools, which will provide for sound financial management. Continuous
training and building up of capacities of financial officers and inspectors should be ensured
too.

With regard tointernal audit practice, a new manal and guidelines were developed and
adopted. Currently 164 internal audit units are established, out of which 9% anhitentral

level and 73 at local level. However, their capacities to implement internal audit standards
efficiently remain limited A national certification system for internal auditors still has to be
introduced.

The Central Harmonisation Unit (CHU) continued to provide methodological guidance and

to coordinate the development of financial management and control and internal dloeit in
public sector. However, its capacities remain insufficient especially concerning monitoring
and reporting on the functioning of the overall internal control system. The 2019 annual PIFC
report was adopted by the government in August 2020. An imprdwvectuse, scope and
procedures of the report have been elaborated and will be implemented following the adoption
of the new PIFC law.

External audit

The State Audit Office (SAQO) law is largely harmonised with the International Organisation

of Supreme Audit Institutions (INTOSAI) standards. Nevertheless, further harmonisation of
the legal framework is currently agoing in order to ensure improved external audit function

in public sector as well as enhanced financial and operational independence of SAO. The
constitutional amendments providing for SAQ's independence are not yet introduced.

With regard to theinstitutional capacity of SAO, new acts for organisation and job
sysematisation were adopted in 2020. The number of SAO staff increased by a total of 14
employees, and 22 employees were promoted to higher job positions. The number of SAO
employees increased by over 30% compared to 2019. In 2021, this process continued with
additional 15 new staff and 12 promotions as per the SAO 2021 Annual Employment Plan.
The total number of SAO employees is 114, out of which 102 audit staff and 12
administrative support staff. The SAO continued the implementation of the Annual Plan for
professional development and training of state auditors, though the majority of the trainings
were held online. The SAO carries out a compliance audit on the final government accounts
of the core budget by June each year. In 2020, the audit coverage tdtaheudit
expenditure was B6. The SAO 2019 annual report on performed audits was adopted by
Parliament in March 2021 and published on SA
faced by the country due to the COVID crisis, the SAO included arithalised, under its

2020 Annual Work Programme two additional audits covering the economic and social
measures of the government for addressing the challenges of the crisis. Four additional
COVID-19 related audits are planned under the 2021 Annual Wadednme. In addition,

the following strategic documents were adopted: SAO Communication Strategy? @220

Risk Management Strategy 202@023 and Risk Register; Human Resources Management
Strategy 2020- 2023; Guidelines for strategic and annual plagnon audits and a SAO
strategic audit plan 2022023. The SAO Annual Work Programme for 2021, covering 71
audits, out of which nine performance audits and one IT audit, was prepared and approved in
December 2020. Progress has been made in raising pwblicrae n e s s of SAO’ s
increase interest of media as well as in implementing the Communication Strateg02320

Thequality of audit work can be considered as sufficient and harmonised with the INTOSAI
standards. During 2020, the SAO issued @alfaudit reports which were sent to Parliament
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and published on t he SAO’ s website. The pr
performed based on the audit quality assurance guidelines and the annual program for quality
assurance of audit, which wagdljumplemented in 2020.

As regards thempact of the audit work, the SAO’s recommendation
implemented by the auditees. In 20284% of SAO audit recommendations were
implemented. The coperation between SAO and Parliament has imgmpwhowever,
parliamentary scrutiny on budget preparation and implementation has to be further enhanced.
Transparency and accountability of public funds management has to be ensured on the basis

of efficient monitoring mechanisms both by the executive BpdParliament, including

through followup of audit recommendations provided by the SAO.

Protection of the EU’ s financial interests

As regards EUacquis alignment, national legislation is largely harmonised with the
Convention on t he fifamncialtintekestsi Tha proecess afgmment With > s
the EU Directive 2017/1371 has started and amendments to the Criminal Code were
elaborated but yet to be adopted. The capacities adntidraud co-ordination (AFCOS)

unit at the Ministry of Finance have been enhanced by increasing the staff to four. The legal
basis for the establishment of the institutional framework (AFCOS network) of the system for
protection of the EU financial interests has been elaborated and pasted to be adopted
following the adoption of the Organic Budget Law (OBL). The nationalfeantid strategy
(20192022) and action plaare beingmplemented successfully. The 2020 annual progress
report was elaborated and adopted by the government yn2B21. Cooperation with the
European Commissioncontinued in 2020, with the national authorities reporti@gdses of
irregularities through the irregularity management system out of whicltases were
gualified as irregularities and 3 cases as suspefttrid. Support was provided by the
Financial Policeand theBa s i ¢ Pr osecutor ’s Of fice for Pr
Corruptionto OLAF during orthe-spotcheck operations in the country

Protection of the euro against counterfeiting

As regards Elacquis alignment, national legislation is to some extent harmonised with the
EU regulations defining the system for the fight against counterfeiting of the euro. Progress
has been made by the National Bank in carrying owgichnical analysisand detectiorof
counterfeit money, elaborating new methodological tools as well as in timely exchange of
data with national and international authorities. In 2020, the National Bank further improved
its capacities through continuous online trainings by involving expédm all key
institutions in the system.

The capacities of the Ministry of Interior to prevent, detect and investigate criminal offences
related to counterfeiting money, remain limited. There is still insufficient coordination among
key institutions in the system. No electronic system for exahapgpcessing, analysis and
reporting of cases has been established. In October 2020, the National Bank concluded a
cooperation agreementwith the European Central Bank in the field of protection of euro
banknotes against counterfeiting. The country ppdtes in the Pericles 2020 programme

and in the regional Balkan Network for Euro Protection initiative

3. GOOD NEIGHBOURLY RELA TIONS AND REGIONAL C OOPERATION

Good neighbourly relations and regional cooperationform an essential part of North
MacedoniAs European integration process and cor
climate conducive to addressing open bilateral issues and the legacies of the past. North
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Macedonia maintained its engagement in a number of regional cooperation initeitless

the Central European Free Trade Agreement (CEFTA), Energy Community, Transport
Community, the Soutltast European Cooperation Process (SEECP) and the Regional
Cooperation Councit?

The COVID-19 pandemic has accelerated the ambition to enhanamaégntegration, by
displaying the important links between markets in the region as well as between the EU and
the six Western Balkans economies. Given the European perspective of the Western Balkans,
the EU has continued to treat the region as privigogrtners by associating them with the
Union’ s me chanis ms and i1instruments, includi
restrictions of medical equipment.

At the Sofia Summit on 10 November 2020, which wasltairedby North Macedonia and
Bulgaria, the six Western Balkans leaders adopted the Declaration on the Common Regional
Market and the Declaration on the Green Agenda for the Western BalKaissfollowed

upon previous commitments taken at the-BAdstern Balkans Zagreb summit in Ma@2®

and the recognition of the role of deepened regional economic integration to support the
economic recovery of the Western Balkans. The Common Regional Market is structured
around the four freedoms (free movement of goods, services, capital and pdolgeglso
covering aspects of digital, investment, innovation and industrial policy. This makes it the
most ambitious regional integration effort to date in the Western Balkans. The Common
Regional Market builds on EU rules and standards and repressefgpingstone to integrate

the region more closely with the EU Single Market already before accession.

The Common Regional Market will be critical in increasing the attractiveness and
competitiveness of the region. It will help North Macedonia to spee¢deugecovery from the
aftermath of the pandemic, notably to attract investors looking for diversification of supply
and shorter value chains and to maximise the benefits of the infrastructure investments under
the Economic and Investment Plan. It is tfeme important that all parties play a constructive

role in building the Common Regional Market and deliver on their joint commitments.

The Green Agenda for the Western Balkans aims at reflecting the European Green Deal in a
proportionate and adapted mannin the Western Balkans. The objective is to turn
environmental and climate challenges, similar in the region, into opportunities. Given that
natural resources and climate change do not know any border, the Green Agenda foresees
joint actions which will contribute to the sustainable so&oconomic development and the
green recovery of the entire region in the gumdtdemic periodNorth Macedoniashould
contribute to successfully implement this joint regional vision, with high level of ambition.

The first high level meeting regarding the implementation of the Agreement on the Protection
and Sustainable Development of the Prespa Park Area took place in June 2021, including
ministers of environment from North Macedonia, Albania and Greece.

The Pespa Forum for Dialogue was organised in July 2021, including with the participation
of regional stakeholders. The forum aimed at promoting regional cooperation and good
neighbourly relations.

2 North Maceda i a also partiBrpgtuuems pmoc¢hes *.Brdbe European
Agreement, the Regional Initiative for Migration and Asylum, the Regional School of Public Administration
(ReSPA), theEuropean Strategy of the Adriatic lonian RegiotUEAIR), etc. In November 2020, North

Macedonia officially became the %3nember of the Organisation of the Black Sea Economic Cooperation
(BSEC). From January 2021, North Macedonia has taken over the chairmanship of the Western Balkans Funded.
North Maceania has the status of observer in the Danube process.

64



The Berlin Process summit on 5 July 2021 was an occasionef@dmmission to announce
targeted assistance related to combating the C@MIDpandemic and poegandemic
recovery, as well as the preparations of a 2021 financial package under WBIF for the
implementation of the Economic and Investment Plan. The pariisigdso took stock of the
achievements of the connectivity agenda with the region, which now includes 45 investment
projects, supported b¥UR 1 billion in EU grants that have leveragetJR 3.8 billion in

loans. Regrettably, despite good technical pragrése Western Balkan partners were not
able to conclude several important agreements related to the Common Regional Market and
CEFTA, because of bilateral and status issues. The participating Member States and the
Commission called for a constructive apgch to making progress on the Common Regional
Market, which will help the region take full advantage of the Economic and Investment Plan.

In July 2021, the regional agreement on roaming fees signed at the April 2019 Western
Balkans digital summit in Belgrade entered into force, enabtoam like at homie(RLAH).

On 29 July2021,political leaders from Albania, North Macedonia and Sertiet, to launch

the Open Balkan Initiative, this aims to remove economic barriers between the three countries
by 2023. Two memorandums were signed one on trade facilitation and movement of persons,
the second on steps towards a single labour market.

The country remained committed toilateral relations with other enlargement countries and
neighbouringeU Member States.

Relations withAlbania remained good. In February 2021, during a visit by the Minister of
Foreign Affairs of North Macedonia to Albania. During the reporting period, the countries
signed an Agreement for the Recognition of Phytosanitary Certificates and an Agreement for
joint fisheries management in Lake Ohrid and Lake Prespa. In June 2021, the Prime Ministers
of North Macedonia and Albangignedan agreemenestablishingoint borderand customs
controls

Relations withBosnia and Herzegovinare good. Cooperation in the filebf EU integration

takes place within the framework of the Cooperation Agreement between the government of
North Macedonia and the council of ministers of Bosnia and Herzegovina in the EU accession
process.

Relations withKosovoremained active. The Deputy Prime Minister visited Kosovo in March
2021, while the Foreign Minister paid a visit to Pristina in April 2021.

Relations withMontenegroremained good. In January 2021, the Foreign Minister of North
Macedonia paid an officialisit to Montenegro. In March 2021, Deputy Prime Minister of
Montenegro paid an official visit to North Macedonia.

Relations withSerbiacontinued to intensify. Serbia donated vaccines from its stocks to North
Macedonia in February 2021. On that occasmmeeting between the President of Serbia
and the Prime Minister dlorth Macedonia took plac@he Foreign Minister visited Belgrade

in February 2021 and held several meetings.

Bilateral relations withiTurkey remain good. The President, the Prime Maristind Ministers

of Justice and of Health of North Macedonia visited Turkey in April 2021. Turkey sent aid to
North Macedonia in the form of medical equipment to deal with the C@MLxrisis.
Turkey’”s economic presence ibe. North Macedoni

During the reporting period, there was a particular focus on overcoming pending bilateral
issues withBulgaria, bringing further impetus to the implementation of the Treaty of
Friendship, Good Neighbourliness and Cooperation @ameéfforts to unblock the official
launch of accession neggitons. North Macedonia designated a former Prime Minister as
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Special Envoy for relations with Bulgaria. The Foreign Minister of North Macedonia paid an
official visit to Sofia in November 2020 arglbsequently met on several occasions with
Bulgarian counterpartdhe President of North Macedonia met the President of Bulgaria in
May 2021. The Prime Minister visited Sofia in June 2021 with a set of proposals designed to
address differences. Severaleetings of the Joint Multidisciplinary Commission on
Educational and Historical Issues took place during the reporting period. Both sides agreed on
the rebroadcasting of national television programmes in both countries. Correspondent
offices of MIA in Sofa and the Bulgarian Telegraph Agency in Skopje have been opened.
Despiteefforts, the official launch of accession negotiations remains blocked.

Implementation of the Prespa Agreement witeececontinued, although at a slower pace.
The Foreign Ministevisited Athens in January 2021 and held meetings with the leadership of
GreeceThree Memorandums of Understanding were signed during the-\asitinvestment
cooperation, on training of diplomats and on civil protection. The two countries are also
exparding cooperation in the area of energy. At the end of March 2021, state companies from
North Macedonia and Greece signed several Memorandums of Cooperation including on
possible gas and electricity supplies to North Macedonia. In May 2021, Prime Mimsgka v
Athens, where he met with the Prime Minister of Greece on the occasion of his participation
in the Delphi Economic Forum. In August 2021, the Greek Foreign Minister paid an official
visit to NorthMacedonia.The President of North Macedonia paiadficial visit to Greece

in October 2021.

4. ABILITY TO ASSUME THE OBLIGATI ONS OF MEMBERSHIP
CLUSTER 2: INTERNAL M ARKET

The internal market cluster covers: free movement of goods (Chapter 1); freedom of
movement for workers (Chapter 2); right eftablishment and freedom to provide services
(Chapter 3); free movement of capital (Chapter 4); company law (Chapter 6); intellectual
property law (Chapter 7); competition policy (Chapter 8); financial services (Chapter 9); and
consumer and health proteet (Chapter 28)North Macedonia is moderately prepared in
most of the areas covered Bjuster 2on internal market, namely the free movement of
goods, services and capital, intellectual property and competition pdliegnwhile, the
country has a goolkvel of preparatiomn companyaw, although it is stilat an early stage

on freedom of movement for workets. the reporting perigdNorth Macedonia made limited

or no progress in all areas, except on free movement of capital, company law anduatellect
property where it made some progress. Overall, more progress is needed in the coming year in
the areas covered by this cluster as it is relevant for North Macéslgmeparations tmeet

the requirements of the E&Jinternal market and is of high reéencefor the development of

the Common Regional Market.

Chapter 1. Free movement of goods

The free movement of goods ensures that many products can be traded freely across the EU
based on common rules and procedures. Where products are governed by national rules, the
principle of the free movement of goods prevents these creating unjustifiedsb@ trade.

In the area of the free movement of goods, North Macedonraoderately prepared.
National legislation in this chapter is largely designed to be aligned with thec&uisand
allows products to be traded freelyimited progress was ackeved in implementing las

year’s recommendations. A new law on g
fully aligned. However, notariff barriers to trade remain and market surveillance capac
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insufficient.

As l ast y ¢ a r ons have deen patily addiressed, in the coming year, |
Macedonia should in particular:

- complete alignment with the EU General Products Safety Directive;
- initiate comprehensive screening of Aaniff barriers to trade;

- strengthen administrative capacity to enforce the legal framework.

General principles

The institutional framework for thproduction, distribution and marketing of industrial
products is in place. In December 2020, Parliament adopted a new Law omagpratuct

safety. However, full alignment with the relevant Edé¢quis is not yet achieved as
corresponding byaws and laws on technical requirements are not adopted. Further
alignment of the nationalegislation with the EU acquis as foreseen in theational plan, is
pending. The strategic plans for accreditation and metrology expired in 2020 and new plans
have not yet been drawn up.

Non-harmonised area

The Ministry of Economy is the main body in charge of the foligwand implementation of
compliance withArticles 34-36 of the Treaty on Functioning of the European Union (TFEU).
Nine nontariff barriers to trade were partly removed with the adoption aflebook on
standards and norms for design. The government has started screening the national legal
framework to identify other netariff barriers to trade.

Harmonised area: quality infrastructure

The administrative structure is fully functional for tedatal regulations, standards,
conformity assessment, accreditation, metrology and market surveillance. A new horizontal
strategy for alignment of the Elkcquisin the area of free movement of goods needs to be
adopted. The Nation@tandardisation Institute, a full member of the European Committee

for Standardisation (CEN) and European Committee for Eletionical Standardisation
(CENELEC), adopted 21,381 Europeanstandards as national standards. The Institute
developed a strategy for standardisatR®R02022, with support from the International
Organisation of Standardisation.

In June 2021, there were 192 act@nformity assessmenbodies for calibration, testing,
medicinal laboratories, product and process certification and inspection. The Nationa
Accreditation Institute is a member of the International Accreditation Forum, the European
Cooperation for Accreditation and the International Laboratory Accreditation Cooperation.
There are no national accreditation schemes for the certification adnpetsand skills
testing.

The Bureau ofMetrology, the national metrology body, is an official member of the
European Association of National Metrology Institutes and the General Conference on
Weights and Measureli.has 36 staff members but lacks techhgtaff. It acquired new mass
equipment for laboratories and for the preparation and certification of ethanol/water reference
solutions and the analysis of petrol. This will increase the scope of services of the Bureau.

During 2020, the main body respdsle for market surveillance, the State Market
Inspectorate, devoted a significant part of its activities and inspectors to monitoring the
implementation of healtprotective measures in the context of the COMEBDpandemic. This
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led to a reduction in redar inspections. In 2020, the Inspectorate carried out 428 inspections

under the generaroduct safety law (up from 359 in 2019) and 20 inspections under the
construction products law (down from 573 in 2019, also due to less construction activity).
Following these inspections, the Inspectorate withdrew 34 harmful products from the market,
mostly toys and children’s c¢clothing. Despit ¢
Inspectorate lacks enforcement capacity and operates with an insufficierémofnibenced

inspectors, outdated equipment and insufficient funds to carry out product sample tests.
Harmonised area: sectoral legislation

Intheareaobnew and gl obal appr o,ahe el otabgnnpentvithu c t |
the EUacquisis low. National legislation in the area of machinery, lifts, low voltage, pressure
equipment, portable pressure equipment, electromagnetic compatibility, personal protective
equipment, low voltage, gas appliances, explosive atmospheres, pressure egjuigeien

and telecom equipment is not yet aligned with the latesa&iuis There was no progress in
alignment to the Eldcquison toysor on medical deviced 1 relevant pieces of implementing
legislation drafted in 2020, to align with the Eldquis hawe not been adopted. The national
annexes to the EN Eurocodes have been issued but enforcement has been postponed to 2023.

Some national legislation undertbeo | d appr oac hd t eovasplesignéditct | e g
align with the EUacquis However, in the qg@orting period, there was no progressvenhicles,

medicine for human use and medicine for veterinary use. There was also no progress since
2016 in the areas of the EU Regulation on Registration, Evaluation, Authorisation and
Restriction of Chemicals (RE2H), nor on chemicals, classification, labelling and packaging

of substances and mixtures, good laboratory practicefertiisers and detergents The
administrative capacity in the areafméarms was not improved.

On procedural measures the Ministry of Economy and the Standardisation Institute are
responsible for theotification procedures for standards and technical regulations. Public
authorities performing the relevant checks and supervision are in place and fully operational.
The licensing, monitring and control systems for businesses dealing avitly precursors

and civil explosivesremain operational. National legislation on returnmgtural goods
unlawfully removed from a Member State is designed to align with thadguis There is no
external border check on confirmity with product safety rules for products imported from
non-EU countries.

Chapter 2: Freedom of movement for workers

Citizens of one Member State have the right to work in another Member State and must be
given the same working and social conditions as other workers.

The country is at ararly stage of preparation in the area of freedom of movement of
workers.No progresswas made in the reporting periodbm st year s r ejc omme:
they remain valid.

In the coming year, North Macedonia should in particular:

- continue to adapt the legal framework in line with the &lduison access to the labour
market, in particular regarding naliscrimination on grounds of nationality against EU
workers;

- take steps to conclude further bilateral agreements on social security coordination, and
work on identifying which administrative maaes should be introduced in preparation
for future accession.
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There was no progress in aligning national legislation with tha&tjuisin the area oaccess

to the labour market. Employment of foreigners is regulated by the Law on employment of
foreigners. EU citizens do not have a special status or access to public administration posts,
except some public positions in the areas of health and education. North Macedonia decides
on a maximum quota of various types of work permits for foreign wereran annual basis,

which can be acquired by submitting a single application to a single authority. In 2020, North
Macedonia issued 3 672 work permits for foreign workers, of which 593 were for EU citizens.
There were still no developments to prepargdoring the European network of employment
services EURES) upon accession.

There were no changes in bilateral coordination of social security sy3teensountryhas23
bilateral agreements placel3 with EU Member States. There are, in tof8, ageements

for mutual health insurancéhat allow people to use healthcare services in another country.
Of these 12 agreements are with EU Member Statdme agreements between North
Macedonia and EU Member States allow for the use ofEdm®pean Health Insurance
Card. No new agreements were concluded last year in any of the three areas above.

Chapter 3: Right of establishment and freedom to provide services

EU natural and legal persons have the right to establish themselves in any Member State and
to provide crosshorder services. For certain regulated professions, there are rules on mutual
recognition of qualifications. Postal services are gradually being opened up to competition.

North Macedonia isnoderately prepared regarding the right of establistent and the
freedom to provide serviceNlo progresswas made during the reporting period. The po
market openingwas exceptionally reversedlhe Point of Single Contact is not yet fu
functional. More efforts are needed to further align with the deguison recognition of
professional qualificationsAsla s t year ’ s r e cnotaddessddacyrénmin
valid. In the coming year, North Macedonia should in particular:

- continue aligning national legislation with the Bldquis notably on serges and mutug
recognition of professional qualifications;

- establish a Point of Single Contact, including for company registration, in line wit
Services Directive;

- continue aligning national legislation with the Eldquison postal services, incluay
with the Regulation on crodsorder parcel delivery servicemdrestorethefull opening
of thepostal marketo competition

On theright of establishmentandfreedom to provide crossborder services the country
continued to update its action plamaddress neoompliance of sectoral laws with the new

law on services. The implementation of this law needs to improve. The preparations for a
Point of Single Contact continued, but remain at an early stage. The upgrade-séihiees

portal for issung licenses to business activities, required at national andlooodsr level, is
underway. Foreign companies are still not certified on quality assurance by national public
administration bodies, which impedes their freedom to provide services.

The marlet on postal serviceswas briefly opened to full competitioon 1 January 2021

when the reserved area of the universal service abatished A legal amendment was
however introduced reversing the market opening, and consequently restoring a postal
monopdy, on 14 July 2021The new date for full market opening is again postponed to 1
January 2022. The@ostalServices Directive specificalljoresees a gradual and controlled
opening of he postal market to competitiam order to enable an orderly transitito he new
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market context. Moreoverthe Stabilisation and Association Agreement pota North
Macedonia to takehe necessar steps to progressively align, not rever#s, national
legislation with EUacquis The reversal of the market opening and restoration of the
monopoly is not only not in line with those commitments but crelaga uncertainty for
businesses, operators and citizens alilkee independence and administrative capacities of
the postal regaltor need tirther strengthening to facilitate thensition towards full market
openingand toenable the regulator feerform itsregulatory functionIn 2020, 47 licensed
postal service providers were active on the postal market, with licenses codfiengnt
services and geographical areas. The institutional capacity of the Ministry of Transport and
Communications’ section dealing wihePkPosttohe pos
North Macedonia, thaniversal servic@rovider, does noget have a system in place for cost
accounting and accounting separation, whicreguiredin a fully liberalised postal market.

The findings of the audit repobly the State Audit Office on the Post of North Macedpnia
indicating recurrent irregularitieseed to be addressed.

No progress was made on tineitual recognition of professional qualifications The law on

recognition of professional qualifications designed to align with thea&dgiishas not been

adopted yet. Legislation still needs to be harmonised with the EU Direti¥®/36/ECto

comply with the minimum training requirements. The data validation of the professional
gualifications electronic register still needs to be finalised e accredited professional
qualifications included. An updated and transparent list of all regulated professions, including
their justifications, has not been prepared. There is a need to strengthen the institutional
capacity of the Ministry of Educatic and Science’s section deald:i
of professional qualifications.

Chapter 4: Free movement of capital

In the EU, capital and investments must be able to move without restriction and there are
common rules for crodsorder payments. B&ks and other economic operators apply certain
rules to support the fight against money laundering and terrorist financing.

North Macedonia ignoderately prepared in the area of free movement of capital. The
country adopted measures to reduce restrictions on the free movement of capitall and to
facilitate crossborderpayments but needs to accelerate reforms. North Macedonia is taking
steps in the right direction tstrengthen the capacity to detect money laundering and the
financing of terrorismSome progressvas made by revising the legislative framework and
setting up a register of real owners of legal entities. In the coming year, the country should, in
particuar:

- prepare a roadmap with actions and timelines to apply EU rules in the area pf free
movement of capital;

- adopt and implement the new legislation on payment systems and services in line with
the EUacquis

- strengthen the capacity of relevant stakeholders in fighting money laundering and the
financing of terrorism, to ensure the systematic conduct of financial investigations in
criminal cases, and further align with the Bthuisin this area.

North Macedoniamaintained some restrictions @apital movements and paymentsFor
example, residents cannot hold a bank account abroad, while foreigners can open a bank
account in the country. Foreigners nahbe owners of agricultural land in the absence of a
recipracity agreement. There is a need to finalise a roadmap to apply EU rules in this area in
line with the obligations under the Stabilisation and Association Agreement.
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The oversight ofpayments systemss carried out by the National Bank. After intense
consutations with the stakeholders, the law on payment systems and services that aims to
align the domestic legislation with the Ea¢quishas entered government procedure. The
National Bank has advanced the preparation of the relevant implementiaggdyToalign

the national payment system to the requirements of the Single Euro Payment Area (SEPA),
the National Bank has also prepared a model for the system migration to the messaging
standard according to ISO 20022.

In thefight against money laundering andthe financing of terrorism, efforts were made to

align further with the EUacquis The Law on the fight against money laundering and the
financing of terrorism was amended to harmonise its provisions with national legislation
regulating misdemeanours, tlentral population register and electronic government and
services. Following the amendment, the Central Registry of North Macedonia became
operational and could register real owners of legal entities. The register provides now clarity
on the ownership irthe business sector and contributes to increased security of legal
transactions in the country. Furthermore, the National Bank revised the decisions on opening
and closing transaction accounts, on opening foreign currency accounts for residents and on
openng foreign currency accounts for noesidents. The draft Law on the fight against
money laundering and the financing of terrorism that aims to approximate fully with the EU
5th AML Directive, including crypteassets, is in consultative procedure with the
stakeholders. Based on the findings of the updated National Risk Assessment, the new
national strategy for the prevention of money laundering and financing of terrorism, including
its action plan was adagd It focuses on the implementation of superwsactivities and
preventive measures based on the risk assessment methodology. Coordination among
institutions has increased. The National Council for the prevention of money laundering
adopted rules of procedures and prepared for the upcoming MONEYVAuatiea. The
National Bank adopted an amtioney laundering policy for fulfilling its operational role as a
provider of payment services. It still needs to establish a central register of bank accounts.
Overall, the antmoney laundering system needs ttamce the methodology, network and
infrastructure to conduct a coordinated strategic analysis, based on a risk assessment. The
Financial Intelligence Office strengthened its analytical capacity for data processing and
financial analysis. In 2020, the Offiaeported 292 cases of suspicious transactions, one less
than in 2019. The Office sent 35 reports (54 in 2019) of money laundering and terrorism
financing cases and 122 notifications (172 in 2019) of other cases to the law enforcement
bodies. As a resulf, people were indicted and 1 convicted for money laundering or terrorism
financingin 2020.(See alsdChapter 23- Judiciary and fundamental rights and Chapter-24
Justice, Freedom and Secujity

Chapter 6: Company law

The EU has common rules on tfegmation, registration and disclosure requirements of a
company, with complementary rules for accounting and financial reporting, and statutory
audit.

North Macedonia has good level of preparationin the area of company law. The
harmonisation with the Eldcquisis well advanced on the establishment, registration, merger
and division of companie§ome progressvas made in bringing company legislation further
in line with the EUacquisduring the rporting period, in particular in the field of crelserder
mergers and corporate governance. More alignment is needed in the area of corporate
accounting and statutory audit. The Law on accounting and the Law on audit are still not
adopted. The financial ndependence and institutional capacity of the Council| for
Advancement and Oversight of Audi t needs
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recommendations were partly addressed, in the coming year, North Macedonia should in
particular:

- further align with the Elompany Lawacquis includingin the field of shareholders
rights;

- adopt legislation on accounting and on audit aligned with the latesadguison
corporate accounting and statutory audit.

The new amendments to thempany Law aim ataligning it with the EU Directive on cross
border mergersThe project to revise the Corporate Governance Code is still perfiing.
obligation was introduced to apply the Corporate Governance Code for listed companies, in
accordance with the EU Directive on the annualroia statements, consolidated financial
statements and related reports of certain financial undertakings. Further alignment is
necessary with the 20U acquison use of digital tools and crebsrder operations, as well

as with the rules on the encouragement of {amg shareholder engagement.

The listing rules of the country’s stock e
Transparency Directive.

Legislation on accounting remains to be adopted. The latestadgjuis on corporate
accounting needs to be incorporated into the new legislation on accounting. International
financial reporting standards apply to all companies, with no reduced obligatioeaméd
and medium enterprises. Reporting requirements foffinancial information are not met.

On auditing, the legislation on audit as well as on investigations and sanctions remains to be
adopted. More efforts are needed to strengthen the finandeggéndence and visibility of the
Council for Advancement and Oversight of the Audit.

Chapter 7: Intellectual property law

The EU has harmonised rules for the legal protection of intellectual property rights (IPR),
and for the legal protection of copyrightd related rights. Rules for the legal protection of
IPR cover for instance, patents and trademarks, designs, biotechnological inventions and
pharmaceuticals. Rules for the legal protection of copyright and related rights cover, for
instance, books, filey computer programmes and broadcasting.

North Macedonia remainsmoderately preparedin this area. There wasome progressn
alignment with theEU acquison copyright and with the establishment of an information

platform for lawenforcement institutions to exchange data on the protection of intellectual
property rights (IPR). The recommendatiafsthe 2020 reportwere not fully implemented
and remain vadl. In the coming year, North Macedonia should in particular:

- further improve the legal framework on intellectual property, notably the collective
rights management system, by aligning with the Collective Rights Management
Directive, and industrial propertyghts by aligning with the Enforcement Directive,
with theEU acquison design and with the Trade Secrets Directive ;

- render fully operational the online information platform for law enforcement
institutions to exchange data on IPRs.

In November 2020, PBament adopted amendments to the Law on copyrights, ensuring
closer alignment with th&U acquis on copyright and neighbouring rights. However,
authors rights are still managed by only one organisation, the Association of Music Artists
Rights, issuing collective management licenses. Parallel organisations can collect fees from
authors without authorisation from the Ministry of Culture. The relevantiniite Ministry
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remains understaffed. The authorities plan to transfer this unit from the Ministry of Culture
into the Bureau for Industrial Property, incorporating all IPR segments into one regulatory
institution

As for industrial property rights , the Sate Office for Industrial Property continued its
cooperation with the EU Intellectual Property Office, the European Patent Office and the
World Intellectual Property Office. The authorities did not fully implement the current
strategy on industrial propgrtights and need to harmonise legislation withEhtkacquison
design. North Macedonia still needs to align its legislation on industrial propegsrticular

with the Enforcement Directive and with the Trade Secrets Directive .

An information platfom for law enforcementbodies to exchange IPRlated data is being

set up and has to become fully operational. This will facilitate the creation of a credible
enforcementrecord and gather reliable statistics on the institutional handling of IPR

infringements. The coordination body for the protection of intellectual property has still not
been set up.

The fight against counterfeiting and piracy and protection of the interests ofmgdess has
advanced further. The ¢ o u nunterfeit goods, predtided r e c o
nationally as well as imported from Turkey and China, continued to improve.

Chapter 8: Competition policy

EU rules protect free competition. They include antitrust rules against restrictive agreements
between companies and abuse of dominant position, and also include rules on concentrations
between companies which would significantly impede competition. Ed aldo set out a
system of State aid control. Governments are only allowed to grant State aid if restrictive
conditions are met, with a view to preventing distortion of competition.

North Macedonia ismoderately prepared in the area of competition. Thesdislative
framework remains broadly harmonised with EU rules, but implementing legislation coyering
antitrust and mergers, as well as state aid, needs to be amekdemnopoly was
reintroduced in the postal sectbmderstaffing and budgetary constrairgsnain an issue far
the Commission for the Protection of Competition. The enforcement record remairi¢aow.
progresswas made during the reporting period. The same recommendations gtteraist
two years remain therefore valid. In the coming year ctiuntry should in particular:

- strengthen the capacity of the national competition authority;

- increase the transparency of State aid granted by the government;

- further align implementing legislation in the area of State aid and antitrust.

Antitrust andmergers

The ¢ o legistative framework is broadly aligned with the Eldcquisin the area of
antitrust and mergers, but implementing legislation has yet to be aligned. On antitrust, there is
still no leniency policy towards whistldowers.

On theinstitutional framework , the Commission for the Protection of Competition (CPC) is
the national authority responsible for implementing the Law on the protection of competition.
It has the right to adopt enforceable decisions on antitrust and mergersestgate ex

officio and handle complaints and notifications. It can impose fines, propose remedies or issue
an opinion if competition rules are breached. The CPC may approve mergers, with or without
conditions, or prohibit them. It submits opinions on fdrggislation that may affect
competition. Its opinions are not legally binding. Its decisions, however, are binding and can
be subject to an appeal before the Administrative Court.
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The CPC continues to be understaffed, leading to a lireitéorcement caacity. Its annual
budget remains insufficientt and varies each year. This raises concerns about the
independence and sustainability of operations. The poor capacity and inadequate level of
expertise of the CPC as well as of the courts dealing with asttitases hinder proper
enforcement.

On implementation, the number of merger decisiomereased from 49 in 2019 ®0 in

2020. Three decisions in 2020 were adopted on cartels and abuse of dominant position, as in
2019. The Administrative Court annulled savdecisions issued by the CPC. To strengthen
enforcement and increase the number of harmful competition infringements including fines,
the CPC should increase -site inspections and use the leniency instrument more often. It
should also continue to makdl and transparent use of the possibility of fining, if applicable,

and strongly engage in advocating the competition rules amongst policymakers and
businesses.

State aid

The legislative framework on State aid broadly reflects Articles 107 and 108 TFEW its
corresponding provisions in the SAA. The required amendments to the Law on State aid and
its implementing legislation on certain forms of aid and specific sectors, including granting
aid of minor importance (de minimis) to align with the Bthuis have not been developed.

The regional aid map is still outdated and the State aid inventory lacks transparency.

On theinstitutional framework , the CPC is also responsible for implementing the Law on
State aid. State aid grantors are required to notdyQbmmission on their plans to grant new
State aid or alter existing State aid to assess its compatibility. The Commission issues non
binding opinions and binding decisions on State aid. So far, the CPC has never exercised its
power to investigate eafficio an aid measure not duly notified.

Regardingenforcement capacity the staff of CPC dealing with State aid control (four in
total) is still insufficient. Budget constraints and outdated equipment hamper its operational
capacity. Further training on tteJ acquisis also needed.

Concerningimplementation, the CPC issue@5 decisions and 2 opinions on State aid in
2020, none of them negative or conditional. The aid grantors need to be reminded,mlicly
well as by means of continuous internal advocadytheir obligation to notify and obtain
approval from the CPC before implementing any aid scheme. No developments can be
reported on the three cases the European Commission expressed concern on in its previous
report. First, the scheme financed underlthe on Support for Financial Investments is not

in line with the EU State aidcquisand needs to be amended. Second, the financial incentive
scheme for Skopje and Ohrid airports that grants financial support to domestic and foreign
airline companies nesdo be revised to confirm that it complies with the EU Stataegdis

and the SAA. Third, the adoption of a Law on strategic investments, without prior notification
to the CPC.

The CPC is implementing the measures foreseen in the temporary measuonesdoming

the COVID-19 pandemic adopted by the EU in April 2020. In the reporting period, the
government published two separate calls to support businesses and citizens to overcome the
COVID-19 crisis, in addition to the three calls published in 2019. CRE enacted 11
approvals by granting State aid to mitigate the consequences of the pandemic.

Liberalisation

Anti-trust and State aid rules also apply to stat®@ed undertakings and undertakings
entrusted with special or exclusive rights, except whenyagpplthem would obstruct the
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performance of the particular tasks assigned to them. The country has not submitted an
enforcement record on public companies. There is no evidence of the existence of commercial
monopolies within the meaning of Article 37 TFER monopoly was reintroduced in the
postal sectoseeChapter 3—- Right of establishment and freedom to provide services).

Chapter 9: Financial services

EU rules aim to ensure fair competition between financial institutions and their stability,
namely rules on banking, insurance, supplementary pensions, investment services and
securities markets. They include rules on authorisation, operation and supervision of these
institutions.

In the area of financial services the country remenderately prepared There wadimited
progress as the Financial Stability Committee was reinstated. Some data were gathe
vehicle insurance, a recommendation from last year, but this data is not systematised,
effectively to tackle uninsured driving. As the sezmendations from last year were not fu
implemented, they remain valid. In the coming year, the country should in particular:

- continue to implement Basel Il requirements and complete the activities for design
bank resolution authority;

- tackle anl prevent unregistered and uninsured driving;

- effectively improve consumer protection against unfair banking practices.

For banks and financial conglomeratesthe implementation of the liquidity indicators of
Baselllhave been appl i 2021 repartsBamke mamtained stabilityMaring

the COVID19 crisis with ratios above the required. One medium sized bank failed in the
summer of 2020. The Constitutional Court initiated an assessment of the provision of the
banking law, giving precedende the reimbursements from the bankruptcy assets to the
Deposit Insurance Fundrhe banking law was subsequently amended spaedto the
decision of the Constitional Cout. The COVID-19 crisis reinforced the need to strengthen

the educational activities and information sharing to protect consumers and prevent unfair
banking practices. No progress was made in establishing a financial Ombudsperson. No legal
provisions on thednk resolution authority are in place.

On insurance and occupational pensionsthe adoption procedure for the law aligning
national rules with the Solvency Il Directive has not yet begun. The legislation still allows the
Ministry of Finance to set premiunfigr motor vehicle insurance, which is contrary to the EU
acquis Data on the proportion of vehicles that are uninsured is available, but it is unclear
whether they are actually in circulation. No systemic measures are taken to prevent uninsured
driving. The 50% limit on investing in nedomestic securities by pension funds remained,
contrary to the EUacquis and the second stage of the Stabilisation and Association
Agreement.

Over the reporting period, there was no development regarfimancial market
infrastructure . The alignment with the Financial Collateral Directive and with the Settlement
Finality Directive has yet to be completed. The financial stability committee was reinstituted,
now expanded with members from all financial market regulatorsapervisors as well as

the Deposit Insurance Fund. Gecurities markets and investment serviceshe country is
encouraged to adopt the long announced law on capital markets, aiming to aligning the
national legislation to the Edcquis including provisims prescribing liquidity and solvency
ratios for brokerage houses.
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Chapter 28: Consumer and health protection

EU rules protect consumers economic interes
imitations and liability for defective products. TE& also ensures high common standards

for tobacco control, blood, tissues, cells and organs, and medicines for human and veterinary
use. The EU also ensures high common -standa
border healthcare, and serious taitig crossborder health threats including communicable
diseases.

North Macedonia remainsoderately prepared in this area of consumer and hea
protection.No progresswas made in the reporting period. In the coming year, the co
should in particular:

- align the legal framework with the E&tquison consumer protection, particularly wi
regard to the Law on Consumer Protection, and strengthen the operational sti
serving consumer protectipn

- intensify efforts on tobacco control;

- publish reporton registers for cancer and individual rare diseases and ensure ag
funding and specialised knowledge for early detection and treatment, based ¢
from the registers.

Consumer protection

There was no progress in adopting the lawconsumer protection and on aligning national

product safety rules with the Eatquis The number of inspections carried out in 2020 by the

State Market Inspectorate under the general product safetypsawirom 359 in 2019 to 428

and significantly dropped against 200i8der the construction products law. The web platform
providing information on consumer protection still needs to be developed. The mediation
scheme continues to be expensive and difficult for consumers to access. Further efforts are
needed for defining th gui dance and procedure for cons
compensation.

Public Health

Despite the provision of increased salaries eention policy, thdealth sector faces losses

of medical staff, particularly specialists, who are moving either to the private sector, or
leaving for work abroad. Staffontinues toneed specialised training for using advanced
health equipment. Access to specialist doctors in phélic health system remains
problematic. Patients pay for approximately one third of all health services, without being
reimbursed, which increases social discrepancies.

No progress is noted regarding effective tobacco control, although the institutional and legal
setup fortobacco controlis in place and is in line with the E&tquis.Smoking in public

areas and restaurants is not systematically sanctioned. North Macédsnstill not ratified

the Protocol to Eliminate lllicit Trade in Tobacco Products (signed in 2014).

North Macedonia is partlgligned to the ElhAcquison communicable diseaseshe Law on
protection of the population against communicable diseases dstsrthe measures from
preventing supervision over the implementation of measures. The law defines a list of
communicable diseases whose reporting is compulsory for the doctors, and a list of biological
agents whose reporting is compulsory for the laboegoThe 2012023 National Strategy
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for control of antimicrobial resistance is in place and in line with the Council of the European
Union conclusions.

North Macedonia has been seriously affected by the C&npandemic. The third wave of
the pandemic teetched the capacity of the health system to its limits with up to 90% of
hospital beds occupied. The vaccination started in February 2@2trding to the national
plan, 60% of the population should be vaccinated by the end of B§Zharly October2021,
around35% of the population was fully vaccined.

North Macedonia has positively responded to
were initially reserved to EU Member States, to address the consequences of-C®DVID
pandemic. It became a membertbé Joint Procurement Agreement on medical counter
measures as well as an observer in the EU Health Security Committee, which prosedss ac

to the EU Early Warning and Response System. North Macedonia is also providing the
information t o datahcellecton systemson ICOADD and nominated a
correspondent to the European Centre for Disease Control and Prevention.

There was no progress biood, tissues, cells and organg he country has one Institute for
Transfusion Medicine, with three regial centres throughout the country. There is no plasma
collecting centre. Proper funding and further commitment are still needed in order to align the
national rules with the Eldcquis Concerningp at i ent s 6 rbordehhealthcaren cr o s
and nationaldgislation is still not aligned with the EA¢quis

On health inequalities, the programme for active healthcare allows several target groups to
access healthcare, including the Roma community. People living in remote areas can receive
visits by regionalbcal doctors. For the people with HIV/AIDS, the Ministry of Health has a
separate programme that provides funds for testing and basic monitoring tests. Antiretroviral
therapy is available to all after diagnosiBhe government still needs to adopt a new
multiannual strategy to combat HIV.

Funding forcancer screeningremains insufficient. The data from the national and regional
cancer registers are not publicly available. The national programme on early detection of
cancer still needs to be implemented.

There was no progress in the reporting perioanadicines for human and veterinary use.

The draft national strategy 202030 covering aspects ofental health, health promotion

and nutrition or physical activity still needs adoption. On health promoticsgveral
programmes and campaigns were initiated to promote healthy lifestyle (Health for All, World
Day of Physical Activity, World Health Day) in cooperation with the schools and the media.

The national registers aare diseasesare operational. The daftions of rare diseases are in
line with the EU definitions.

CLUSTER 3: COMPETITIVENESS AND | NCLUSIVE GROWTH

Cluster 3 on competitiveness and inclusive growth covers: information society and media
(chapter 10); taxation (chapter 16); economic and taoyngolicy (chapter 17); social policy

and employment (chapter 19); enterprise and industrial policy (chapter 20); science and
research (chapter 25); education and culture (chapter 26) and customs union (chapter 29).
Overall, North Macedonia is moderatglyepared in most of the areas covered by this cluster,
including in information society and media, taxation, enterprise and industrial policy,
education and culture, and economic and monetary pdfiowever additional efforts are

needed to bring thesareas to a higher degree of preparedriedsas a good level of
preparation in the areas of science and research and customs union. Good progress was made
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in customs union and someogress was made imost of these areadlore efforts are
needed, partidarly in areas where limited progress was made, such as information society
and media, science and reseastwell as education and culture

Chapter 10: Information society and media

The EU supports the smooth functioning of the internal market for etectr
communications, electronic commerce and awsoial services. The rules protect consumers
and support universal availability of modern services.

In regards to information society and media, North Macedoni@aderately prepared
Limited progress wasmade during the reporting period as the country adopted amend
to the law on electronic communicatioridowever, electronic services for citizens ¢
businesses increased.

As the 2020 recommendations have not been fully addressed, in
coming year the country should in particular:

- finalise and adopt the lortgrm information and communication technology (IC
strategy;

- strengthen the independence and capacity of the media reguketopublic service
broadcasteand of the regulator on electronic communication;

- continue to implement the action plan introducing the 112 emergency numbe
allocate the necessary financial resources to ensure its functionality.

North Macedonia continued to successfully impleméet Digital Agenda for the Western
Balkan and the Regional Roaming Agreement. Citizens benefit from the regional reaming
free zone since 1 July 2021. Implementation of the ZMZB national broadband operational

plan slowed down. Deployment of broadbanfiastructure is expected to decrease the tural
urban divide and to bring economic benefits to the country. Implementation of th&@22.8
national cybersecurity strategy, fragmented among various stakeholders, requires additional
efforts. Final steps ategeing taken to introduce the 112 European emergency number.

On electronic communications and information technology73.58% of the total number of
households have access to broadband internet, while nation wide broadband coverage is
99.08%. Mobile broadlmal takeup is 64.95%. Telecom operators invested in testing 5G
technology. Amendments to the Law on Electronic Communications were adopted in April
2021. They envisage new responsibilities for the regulator with regard to prior security
approval for instdation of 5G equipment by the telecom operators. Telecom operators
expressed criticism for the absence of consultations on the meafhees. has been no
further progress to finalise the draft Law on Security of Networks and Information Systems,
preparedin 2019. Concerns remain over the independence of the reguiatoelectronic
communicationsa n d over t he appointments t o t he
management of the Agency for Electronic Communications. The Law on Electronic
Communications anché Law on Audio and Audiwisual Media Services need to be further
aligned with the Elcquis

There were no relevant developments on competitive safeguards during the reporting period.
Further efforts are needed to improve competition in the teleconr.secto

Regardinginformation society, a longterm information and communication technology
(ICT) strategy was prepared, but its formal adoption is delayed. A strategy for development of
digital skills will be part of the ICT strategy and its action plamproving digital literacy is a

78



priority under the education strategy. The natiorabeal for servicess being upgraded with
more than 130 servicesh@& use of the interoperability system continues to be hampered by a
lack of communications software many institutions, and a lack of will to make full use of

its potentials. Greater efforts by and improved coordination between institutions are still
needed to modernise and digitalise the public administration, including for the planned
establishment oin Agency for Digitalisation and Registers. The data in the population
register need to be fully uploaded and checked. It should also be used tohedssensus
data. With regard to-eommerce, th&lationalBank reported a fivéime increase of Internet
transactions by citizens in 2020 compared to 2019. Yet, the progressoofneerce in the
country is moving at a slow pace. Further efforts are needed for unlocking the potential of the
digital transformation of the country.

On audio-visual policy, Parlament still did not appoint the members of the media regulator
and the public broadcaster councils in accordance to the Law on audio andisudianedia
services. In February 2021, the Constitutional Court annulled the controversial provisions of
the auio-visual law requiring cable operators to submit statements under moral, material and
criminal liability on regulated intellectual rights. The authorities initiated preparations for
revision of media legislation in order to align it with the Elcquis and international
standards.

In order to mitigate the effects of the COVI® pandemic, the authorities supported media
measures, such as exemption of payments for the transmission costs, radio frequencies,
licensing fees, social security contributions te salaries of journalists and media workers, as
well as direct support to print media. However, the government continued to use its
discretionary right in the distribution of state funds to the broadcasting sector, further
decreasing the allocations foetpublic service broadcaster, media regulator and broadcasting
public enterprise, contrary to the requirements introducetiénaw on Audio and Audio

visual Media Services.

The media regulator continued to be proactive in the promotion of the mediaylitamnd in

warning against inflammatory or discriminatory language, hate speech, unprofessional
journalistic reporting, as well as on pressure and threats on journalists and media outlets.
Transparency of media ownership is a legal obligation for the aiglial and print media,

however there are no legal obligations for the online media. The fight against disinformation

and activities related to media literacy are mostly carried out by civil society. Enhanced
efforts and inteinstitutional cooperation othe side of the authorities is needed. The audio
visual sector continued to benefit from the
Media subprogramme with five projects being supported.

Chapter 16: Taxation

EU rules on taxation cover valtsdedtax, excise duties and aspects of corporate taxation.
They also deal with cooperation between tax administrations, including the exchange of
information to prevent tax evasion.

The country isnmoderately preparedin this areaSome progressvas made in reducing th
administrative burden for taxpayers and through the upgradingaof services. The 2021
2025 Tax System Reform strategy was adopted in December 2020. As T
recommendations of 2020 report were implemented, in the comingtlgeazountry shoulg
in particular:

- further improve the capacity of the tax administration by efficiently implementing
tax system reform strategy;

- develop a new integrated IT tax system for the Public Revenue Office, impro
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compliance riskmanagement and further extendezvices for tax payers

- Start preparation for putting in place a mechanism for the effective implementat
the automatic exchange of tax information with EU Member States in line wit
OECD Global Standard

On indir ect taxation, the Law on VAT was amended in the reporting periodintroducing a
preferential tax rate of 5% on craft activities and a preferential rate of 10% on restaurants and
catering services (excluding alcoholic beverages). Provisions for tax exergrtdonations

related to COVIDB19 were introduced and will remain in force until the end of 2021. Delays
remain in the VAT refund process, since only 38% of claims are refunded within the legal
deadline. Nevertheless, long delays are now less common.dRepaxcise duties, the new
excise module of the Customs Declaration and Excise Document Processing System (CDEPS)
shifting paper to digital procedures is implemented. The Law on Excise, provides for full
electronic monitoring of excise goods under dutgpsmsion.

Regardingdirect taxation, a flat 10% rate applies to personal income tax. Interests on
savings and capital gains on securities remain exempt. The Ministry of Finance started
publishing a calendar on the planned changes in tax legislation tasl &or better
transparency.

On administrative cooperation and mutual assistanceNorth Macedonia has signed 50
double taxation agreements including with all EU Member States except Portugal, Greece,
Cyprus and Malta. The country has not yet committeth¢oOECD standard for automatic
exchange of financial account information, thus there is no date set for the start of automatic
exchange of information. The Mutual Assistance Convention in Tax Matters is applied as of 1
January 2021. The country remainsmeoitted to implement the Inclusive Framework on
Base Erosion and Profit Shifting (BEPS) minimum standards.

Regardingoperational capacity, computerisation and the informal economythe Public
Revenue Office still has to improve its business processesrnmepk a new integrated IT tax
system, develop compliance risk management as a core function and further extend e
services. The 2022025 Tax System Reform Strategy was adopted in December 2020 and an
Action Plan for its implementation in 2021 is underwdaye Public Revenue Office is
facilitating voluntary compliance by issuing giked annual tax returns through the
electronic personal tax platform, which was further upgraded. Implementation of the scheme
for monetary inducement for customers to requmices and tickets on their purchases
continued, with the aim of combating the informal economy. The Public Revenue Office
continues to take part in joint inspections with other national bodies to identify unpaid tax
liabilities and unregistered taxpagdp improve tax collection.

Chapter 17: Economic and monetary policy

EU rules require the independence of central banks and prohibit them from directly
financing the public sectoEU Member States coordinate their economic policies and are
subject to fisal, economic and financial surveillance.

The country remainmoderately preparedin the area of economic and monetary policy.
Someprogressvas made following the government s
to Parliament, including a provision on a fiscal rule The measures to counteract thg socio
economic impact of COVIEL9 were successfully implemented. As not all 2020
recommendationsvere implemented in the coming year, North Macedonia should, in
particular:

- amend the civil service law to grant the Central Bank full independence;
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- adopt the new organic budget law that includes fiscal rules, arrangements [for an
independent fiscal courciand introduces a proper comprehensive meetienm
budgetary framework

- provide support to households and companies throughtavgkted, transparent and
efficient fiscal measures until the pgSOVID-19 recovery is firmly under way; the
refocus on buding fiscal buffers and reducing debt.

>

Onmonetary policy, t he alignment of the coacquisisat’ s 1 e |
an advanced stage. No progress was made, however, on further aligning legislation to fully
ensur e t he c ¢ nal and linstithtionalkiridependencaA. dullycindependent
institution, free from interference from ot h
as guarantor of monetary and financial stabiliiyring theCOVID-19 induced crisis, the

central bank managed to maintain the financial stability and provided significant credit
support for the citizens and the companies.

Regardingeconomic policy the draft organic budget law is in the parliamentary procedure.
The draftorganic budget law foresees the establishment of fiscal rules, an independent fiscal
oversight body and a medidytarm budgetary framework. To enhance furthie
transparency and accountability of the budget transactions, the Ministry of Finance on its
webpage introduced a fiscal counter and a fiscal calendar. To consolidate public debt in the
medium term, the 2022025 Growth Acceleration Financing Plan is in the process of internal
consultation with the government. It will seek innovative ways (e.g. gtees schemes,
privatisationandexport funds) to mobie private investment. To increase execution of the
state budget, the Ministry of Finance introduced a Capital Expenditure Efficiency mechanism.
The initial outcome of the fiscal policy response toigaite socieeconomi consequences of

the COVID-19 pandemic is satisfactory. Measures foreseen in terms of wage packages and
creation of new jobs proved relevant and credible.

The 20212023Economic Reform Programmewas submitted on time. The country was th

best performer for the implementation of he Policy Guidance adopted in the Joint Dialogue
between the EU, Western Balkans and Turkey in May 2020. To select the most appropriate
structural reform measures, the country started developing the capacityseass athe
economic, social and environmental impacts of economic policies.

Chapter 19: Social policy and employment

EU social rules include minimum standards for labour law, equality, health and safety at
work and nordiscrimination. They also promote $aladialogue at European Union level.

In regards to European standards on social policy and employment, the country remains
moderately prepared There wasome progressn the reporting period in implementing a

number of mitigating socteconomic measures to address the impact of C@\dlano
increasing the amount of social assistance benefits. Implementation of the new Social
Protection Act led to a slight reductionthre poverty rate, which remains worringly high.

Last year's recommendations were not fully implemented and remain valid. In the coming
year, the country should, in particular:

- continue to implement activation measures for {@rgn and lowskilled unemplged
people, including women, persons with disabilities and Roma, and ensure |proper
monitoring and evaluation of such measures;
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- improve the capacities of the State Labour Inspectorate to address issues related|to safety
at work and implement a system to ntonthe occurrence of injuries and fatalities at
work; reinforce bipartite social dialogue between employers and workers;

- continue the provision of assistance to all vulnerable groups and support for, and reform
of, the social protection system with stgem links to both employment activation
measures and social inclusion.

The labour legislation in force providder fair and equal treatment of workers and a
relatively good protection in case of dismissal. Work on the fawur law continued
through comprehensive consultations with stakeholders. The capacities to implement the
labour policies and legislation remain insufficient. Although the capacities of the State Labour
Inspectorate improved with the employment of five additional inspectors, its loveral
performance remains low.

On health and safety at work the preparation of new occupational safety and health law
continued and the preparation of the 2@PP5 (rcupationalSafety andHealth (OSH)
strategy was initiated. The main problem remains thdeigaate application of the existing
provisions contained in the current labour law, OSH law, as well as the special acts adopted
by the Ministry of Labour and Social Policy. Ind@stitutional coordination and emperation

remain weak and the administketi capacities are still insufficient to ensure that the legal
provisions are enforced. The knowledge of employers and employees of their respective rights
and obligations remains limited. The workload of State Labour Inspectorate increased
substantially da to COVID19related inspections. There is no official data on accidents at
work. The Epidemics and Public Health Emergency Operations Centre in North Macedonia
was established.

Limited progress was made social dialogue Social partners were activelyvolved in the

drafting of the new labour law. At tripartite level, the Economic Social Council met regularly,
mainly to discuss the packages of economic measures related to the -@@yHhdemic. No
improvements were noticed in the functioning of biparsibcial dialogue and enforcement of
collective agreements in the private sector. There were no significant collective labour
di sputes. Workers’” confidence i1in trade union
deteriorate. The implementation thie law on peaceful settlement of labour dispuéenains

we a k. Overall, social p@utofihe v9sratified lmtermatonat i e s
Labour Organisation Conventions, 77 are in force, with no new Conventions ratified during
the reporting priod. Provisions in the law on primary education and the law on secondary
education, allowing for the replacement of striking workers, that diverge from the
International Labour Organisation Convention 87 on Freedom of Association and Protection
of the Rght to Organise, remain unchanged.

On employment policy, while the unemployment rate (48}) dropped to its lowest level
since the country’”s independenc6dincreasetl by. 4 % 1
1 pp to 29.5% and the employment rate-64) remained almost unchanged at 59.1%, thus
documenting that in the uncertain economic context people tended to withdraw from the
labour force and become inactive rather than to seek 8@itveen 2018 and 2019, a marked
decrease in youth unemployment amdthe share of young people not in employment,
education or training (NEET) was recorded, which coincided with the countrywide
deployment of the Youth Guarantee scheme. In 2§20th unemploymen{15-29) rate
slightly decreased by 0.9 pp to 29.6% in2@0 while the share of young people not in
employment, education or training (NEET) aged285slighlty increased by 1.7 pp to 26.2%
showing that more young people tended to become inaBitk figures are still significantly
above the EU average arkde main measure to address this continues to be the Youth
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Guarantee Scheme. In 2020, more than 25,000 young people participated in the Programme,
5,000 more than in 2019, with 33% successful edestth Macedoniahas endorsed the
Western Balkans Declaratioon ensuring sustainable labour market integration of young
people (8 July 2021) and committed to take concrete steps to gradually enhance its Youth
Guarantee schem@&he revision of its Youth Guarantee Implementation Plan is planned for
2022. Evaluation foeffects of the scheme and tracking of longggm performance after exit

from the scheme need to be improv&anployment of Roma, lonterm and lowskilled
unemployed and persons with disabilities is supported by a Guaranteed Minimum Assistance
Scheme.n order to tackle the effects of the COVID pandemic, the government adopted
several packages of temporary seecmnomic measures. The implementation of the 2018
2020 Employment Action Plan, which addresses inclusion of vulnerable groups in the labour
market, is progressingThe 20212025 National Employment Strategy was prepared.
Implementation of measures on undeclared work under the-ZIAB strategy for
formalisation of the informal economy continued. The occupational outlook nveael

further developedvith additional 15 new occupational descriptions, bringing the total up to

6 0. The Employment Service Agency’s capacit
Social Work should be strengthenedihe number of Roma benefiting from active
employment measures is 241 from to total 6303. The criteria for participating in active
employment schemes should be reviewed to ensure increased participation of vulnerable
people, including Roma

Preparations for participation in tieuropean Social Fundare moderate. There was no
progress on enhancing capacities within state bodies with a view to preparing their readiness
to manage the FundSee Chapter 22 Regional policy and coordination of structural
instruments).

Limited progress was made in the fieldsafcial inclusion and protection Implementation

of the reforms deriving from the new law on social protection are ongoing, including
Guaranteed Minimum Assistance for those whose earnings are affected by @@WVibe

total rate of people living in povertyas21.6% and over 448 thousand people live under the
threshold of relative povertythe share of people living at risk of poverty or social exclusion
was very high at 39.9%, showing a decreasing trend, but relgahalmost double the EU

27 averageThe Gini coefficient measuring income distribution inequality 8@s. Further
efforts are needed, in particular by allocating adequate human resources, for the full
establishment of a monitoring and evaluation exysfor social services. The capacity of the
social work centres remains weak. There is no proper centralised IT system, connecting
central and local level, to follow social assistance schemes. Little has been done for de
centralisation of social assistance

Implementation of the 2018027 national strategy ate-institutionalisation is ongoing. Re
settlement of children and adults from institutional care to foster families or comrbasiyg

housing continued. Implementing legislation needed for delivérgeovices relevant to
persons with disabilities, such as home care, personal assistance, supported living and respite
care were enacted. The methodology for licensing and determination of social service costs
was adopted and 20 ngqublic social servicerpviders were licensed by March 2021.

On equality between women and men in employment and social policgccording to the

2021 Global Gender Gap report the equality improved as North Macedonia scored 0.715
(comparing to 0.635 score in 2020, 1.00 beingtpar?020 Global Gender Gap report, there
was a 12% salary gap in 201® 2020, the employment rate (8@) for men was 68.9%,
compared to 49% for womergsulting in a high gender employment gap of 19.9 percentage
points
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The law on protection againstovkplace harassment is in place and activities for ratification

of the 2019 Violence and Harassment ILO Convention number 190, started. Data on incidents
of sexual harassment in the workplace or a system to investigate such incidents does not exist.
Accordng to the Law on Health Insurance, women need to work for at least six months with
the same employer to be entitled to maternity leave. Measures are being taken to increase
childcare and prschool capacity, which should help women return to the workpBath

gender stereotyping and the gender pay gap perSet. &lscChapter 23— Judiciary and
Fundamental Righjs

On non-discrimination in employment and social policy the Law on Prevention and
Protection Against Discrimination was adopted orC&@ober 2020 and the new Commission
for Protection against Discrimination was appointed. The new Commission took over 90
discrimination cases from the previous Commission and received 4 new comp&eetslgo
Chapter 23— Judiciary and Fundamental Rigit

Chapter 20: Enterprise and industrial policy

EU enterprise and industrial policy strengthens competitiveness, facilitates structural change
and encourages a busineB®endly environment that stimulates small and meesired
enterprises (SMES).

North Macedonia ismoderately prepared in this area.Some progresswas achieved in
increasing financial support to companies, primarily to support them to overcome the
damaging impact of the COVHD9 pandemic. The country developed a list of 370 parafiscal
charges as a first step t agecomimendationswere npdb n a 1 i
implemented, in the coming year the country should, in particular:

- consolidate the institutional structure and mandates of the public bodies to ensure
effective implementation, monitoring and evaluation of the strategies and policy
measures;

- continue implementing, assess and renew the strategy and action plan to formalise the
informal economy, with specific attention to its business environment component;

- develop measures to increase the capacity of domestic companies to integtateal
value chains.

Enterprise and industrial policy principles are incorporated in several strategic documents
under the competence of different national authorities. The Economic Growth Plan (EGP)
remains the most important horizontal list of measures with the largest public budget and
scope. The EGP is yet to inde impact indicators and conduct systematic evaluation of past
interventions. The other strategies in this area lack consistent evaluation mechanisms, regular
impact assessment and timely redesign to reflect the actual needs of businesses. Public bodies
with overlapping and conflicting mandates render the institutionalpsetomplex and
resource inefficient. The strategic vision for attracting foreign investments, for support of
innovations and export is unclear, as the relevant strategies have expired

Since the COVIB19 outbreak, the government introduex packages of special measures

to support businesses and citizens to cope with the impact of the health pandemic in total
amount of about EUR 1.2 billion. The business support measures adequatekyd assis
companies that suffered a decline in revenues or were banned to operate. Most of the funds
were spent to subsidise the salaries of employees andfiooash transfers to the most
affected industries. The Development Bank disseminated EUR 44 milliorirgerest loans

to small and medium sized companies aiming at preserving liquidity and jobs.
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Measures for formalisation of the informal economy continue to give results but need-o be re
enforced to establish a level playing field between firms. Theuémeiychanges to the
regulatory framework affecting businesses still occur. Consultation with businesses should be
further improved. Initial steps were taken to rationalise-fiacal charges. However, uneven
enforcement of business regulations and skiilsmatches in the labour market still constitute
obstacles to doing business.

Onpolicy instruments,pr ovi sions of the Late Payment Dir
payment obligations needs to be fully aligned with theatjuis

Overall, public funding for business support measures further increased in 2020 in
comparison to 2019, mainly as a consequence of the assistance provided during the COVID

19 pandemic. The grants awarded as -poststment bonuses under the EGP have
guestionable impact ondni vi dual firm’>s competitivness, w
competition. The government received several applications based on the Law on Strategic
Invest ments. The law’s policy objective and
public funds for high budget investments needs to be clarified.

Some progress was noted in the area of access to finance. The county eneterd into agreement
with the European Investment Bank for a new EUR 100 million credit line for buisnesses.
Overall, the bank leding remains the main source of private sector financing. Other financing
instrument such as factoring and leasing remain moderately used. Inséstahprojects

were financed from the Enterprise Development & Innovation Facility (EDIF) and eight
projects benefited from the programme for the competitiveness of SMEs (COSME) since
these instruments were set up. Efforts are
how to make better use of the other EU financing instruments in this area. Tlstrpaofi
Economy started preparations for participation in the Single Market Programme.

Chapter 25: Science and research

The EU provides significant support to research and innovation. All Member States can
benefit from the EU s research programmes,
and solid investment in research.

North Macedonia has good level of preparaion in relation to European standards [on
science and researdhimited progress was made in improving the research and innovation
capacities in the private sector and in continuing with the development of the |Smart
Specialisation Strategy (S3) in the refpay period.

The recommendations from last year were not fully implemented and remain valid. Thus, in
the coming year, the country should:

- evaluate the impact of the measures implemented under the22Q@04strategy for
research and innovation;

- ensure a higher level of investment in research and innovation and intensify efforts to
increase participation in Horizon Europe and otheffiaainced instruments in the area,

- complete the Smart Specialisation Strategy and ensure synergy with otheralnation
research and innovation policies.

Limited progress was made to align with European standardsesearch and innovation

The Strategy for Research and Innovation ended on 31 December 2020. While
implementation was monitored on an annual basis, nosaseas of the impact of the seven

year strategy was undertaken. Investments in research and innovation remains low at 0.4% of
GDP. An increased budget in this area would
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given the relevance of innovation to tEeonomic and Investment Plan for the Western
Balkans. Measures for closer cooperation between academia and the private sector are being
implemented and subsides are being provided to companies to intensify their research and
innovation capacities. Parti@pon by the private sector in overall research spending remains
low at 0.1% of GDP.

The country’s pHerizdh 2026h frameweork pragramnie has improved
compared to the previous year but it still remains slightly lowt1a?%, compared to an
avaage success rate dR2.1%. Other than information sharing, no systemic activities to
promote Horizon 2020 or to support applicants were organised in 2020. The country will be
associated to Horizon Europe.

Regarding theEuropean Research Area t h e scresearch capatity remains low,
compared with the EU average. It has signed 26 agreements for cooperation in the field of
education, science and technological development, out of which 11 are with EU Member
States. However, funds and the scope of coaperaemain modest. The national roadmap on
research infrastructure is under preparation. North Macedonia started preparing an application
for construction of an International Institute for Sustainable Technologies.

On innovation, the country remainsamode st innovator’ in the 2¢
Scoreboard. Since its establishment in 2014, the Fund for Innovation and Technological
Development invested above EUR 43 million public funds in about 600 companies to
stimulate innovations and adoptionrew technologies.

The preparation for th&mart Specialisation Strategy supported by the Joint Research
Centre, is underway, but delayed by the CO\MDcrisis.

Chapter 26: Education and culture

The EU supports cooperation in education and culture thndugding programmes arttie
coordination of Member State polithrough the open method of coordination. The EU and
the Member States must also prevent discrimination and ensure quality education for children
of migrant workers, including those from disadtaged backgrounds.

As regards education and culture, North Macedonmoderately prepared The COVID19
pandemic has affected the education system and progress of education reforms, as the efforts
of the government were primarily focused on creating a dist@areing environment.
Limited progress was made during the reporting period considealso COVID19 situation
which affected deeply the education system. The introduction of targets and indicatorg for the
comprehensive 2018025 education strategy is progressing slowly, as well as| the

implementation of a proper monitoring system.

The recommendations of the 2020 report were only partially addressed and remain vgalid. In
the coming year, North Macedonia should in particular:

- implement the strategic framework for education and particularly the targets for pre
school education and the Voaatal Education and Training (VET) reform;

- improve support for teachers”’ training and
effective assessment process is in place;

- improve access to quality education for all, in particular children with disabiatels
children from Roma communities, and increasegutgool enrolment.

In 2020, the national reforms in education and training and adult learning are chagadigri
further interventions for consolidation of the legislative framework. The new Law oraBri
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Education began to be implemented from the 2019/2020 academic year, providing a basis for
inclusive and quality education for all. Bylaws and concepts arising from the new Law on
Primary Education are currently being drafted. The Law on Secondaryatittuovas
harmonised with the provisions planned for inclusion emanating from the Law on Primary
Education. Amendments on the Law for Vocational Education and Training were made with
regards the establishment of ttleee Regional VET centres for vocatidnaducation and
training. The new Law on Secondary Vocational Education was prepared in 2020 and is
currently open to public debate. The new Law for Adult Education was adopted in 2020 by
the government and is currently going through a parliamentary pnecedrovisions in the

new Law on Adult Education primarily concern the validation of-fmmal and informal
learning, the introduction of wotkased learning, improvements to the process of verifying
special programmes for adult education, and the golals, and tasks of the Centre for Adult
Education. Further action to consolidate the legislative framework should be taken with
regard to development d&falidation of nonformal and informal learningNFIL) bylaws,
setting up of fully operational systefor VNFIL, decentralized system forddlt Education
harmonisation of the law ddation Quality Forums.

Public spending oeducation and training stood at 3.3% of GDP in 2020, down from 3.7%

in 2019. As a result of the COVHD9 pandemic, education mosttgok place through
distance learning. The Ministry of Education adopted new protocols and guidelines to
rationalise the curricula and support schools and teaching staff in implementing the combined
teaching model. A new concept for the development ostauice learning system in primary

and secondary education was adopted in July 2020, and a national platform for supporting
distance learning was developed.

Although some progress was made on-guoeool education, the overall level of enrolment
remains low, especially in the COWII® context. Whereas the EU Education and Training
target for 2020 on early childhood education and care attendance is set an862&% of
children from 36 years of age in North Macedonia were enrolled in licensed early childhood
education institutions in 2022021, a slight increase compared to the previous year. The
rulebook on standards and norms for preschool education wasledhan order to improve
access and inclusion of children with special needs in public and private institutions.

As for the other educational levels, 90.8% of children were enrolled in primary education
(90,6% male, 91% females) and 78.9% in secondargadidm Females 79.8% Maleg
8.1%)in the 20262021 school year. The total amounis811 students out of them 280
females In higher education, the overall enrolment remains low. The number of university
students enrolled in the first year of stiglieas been declining in the last three years. In 2020,
the government adopted the implementing legislation linked to the Law on Higher Education
and established the Board for Accreditation and Evaluation of Higher Education. The results
of the 2019 Trends International Mathematics and Science Study (TIMSS) presented in
December 2020 showed a poor performance: North Macedonia was ranKedn 45
mathematical literacy and $1in natural sciences out of 58 participating countries. The
country continued prepations to participate in the 2DProgress in International Reading
Literacy Study (PIRLS) and the 2021 Programme for International Student Assessment
(PISA), which was postponed to 2022.

A concept for inclusive education was adopted in July 2020 n#dlementing legislation has

been adopted in accordance with the new Law on Primary Education. Inclusive teams were
formed in primary and secondary schools and individual educational plans were prepared for
students with disabilities. Funds were provided3a3 educational assistants in schools. The
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infrastructure of 15 educational facilities (primary, secondary and higher education) will be
rehabilitated and made accessible to children with physical disabilites. A number of
scholarships were awarded, indilig for children with disabilities, special educational needs

and Roma pupils. The percentage of Roma students enrolled in higher education institutions
has increased in the last three years from 42% to 48%. Roma educational mediators have been
hired to sipport Roma pupils in primary education at the local level.

The Ministry of Education adopted a new concept for primary education in March 2021,
which stresses inclusiveness, gender sensitivity/equality and interculturalism as key
principles. In October 2020, implementing legislation to the new Law on Teachers and
Professional Associates in Primary and Secondary Schools were adopted, related to
monitoring the teaching process and accreditation of higher education institutions.

A reformed fouryear VET programme is being rolled out across all schools in the colmtry.
2020, modular curricula based on learning outcomes for general education and on vocational
subjects in technical education have been introduced. The establishment of three regional
VET centres is expected to improve the effectiveness of the vocatidunetion reform.

The country continues to actively participate in the Erasmus+ programme and the European
Solidarity Corps and is, as a programme country, on an equal footing with EU Member States.
In 2019 alone, some, 200 participants benefited from &mus+ projects receiving support
worth EUR 4.3 million. In the same year, 91 organisations benefited from EUR 2.4 million
worth of projects under the strategic partnerships component of the Programme. The National
Agency for European Educational Prograarsd Mobility prepared and signed theork
programme for the new programming period 202027. North Macedoniaexpressed
willingness to reassociate to Erasmus+ as an associated third country for the programme
period 20212027 The formal association is p&cted to be completed during the second half

of 2021.The revision of the legal framework enlture and protection of cultural heritage, as

well as the national strategy for protection of cultural heritage was further delBlyed.
implementation of th0182022 national strategy for culture development needs to intensify
and appropriate budget allocations need to be ensured. Cultural policies aimed at stimulating
growth of cultural and creative industries need to be supported to contribute to economic
development and to increase tolerance among communities.

The authorities should strengthen initestitutional cooperation in the protection of cultural
heritage and prevent 1l legal constructions
importance st t us ’ , such as Ohrid and the Skopje Ol
the Ministry of Culture needs to be further strengthened. Activities to implement the 2005
UNESCO Convention on the Protection and Promotion of the Diversity of Cultural
Express o n s wer e further postponed. The country
Europe Programme continues to be satisfactory.

Onyouth, 23 grants (with average amount of EUR, 753 per grant) and with involvement of

144 participating orgasations werecarried out in 2020. The topics of projects have been
focusing on similar areas of 2019 (ICT digital competences, EU citizenship and EU
democracy, Inclusion, Employability and entrepreneurship, Environment and climate changes
and Youth participation)Stating from October 2020, in accordance with the Law on Primary
Education, a sealled tandem physical education teacher is provided for the first and second
grade of primary education. In October 2020, guidelines for realisation of teaclspgrta

and sprts activities in primary schools during distance learning were adopted. For the 2020
2021 academic year, the Ministry of Finance approved 264 employments for physical
education.
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Chapter 29: Customs union

All Member States are part of the EU custom®urand follow the same customs rules and
procedures. This requires legislative alignment as well as adequate implementing and
enforcement capacity and access to the common computerised customs systems.

North Macedonidas agood level of preparationin this areaGood progresswas made ir]
the reporting period with countinus consolidation, application and upgrade of IT syste
The concept of authorised economic operators (AEO) was implemented and promot
electronic system to process custoraesldrations and excise documents is fully functic
and paperless. Green lanes were established at the key border crossing with the
countries, ensuring the uninterrupted flow of goods in the wake of the GO¥Iisis.

In the coming year, the coumtshould, in particular

- continue the consolidation and full application of its IT systems including align
with the Commision's MultAnnual Strategic Plan (MASP) modules, ensure t
continuous upgrade, and business continuity;

- fully implement CEFRA Protocol 5 on Trade Facilitation by furhter expanding A
certificatin and fully implementing the Common Regional Market Action Plan.

The customs legislationis highly aligned with the Eldcquis The 2020 customs tariff was
adopted to correspond wittihe latest changes in the EU Combined Nomenclature. The
Additional Protocol 5 on trade facilitation was implemented, including the concept of
authorised economic operators (AEO), which was intensively promoted. Eighteen companies
were AEOcertified. Thecant ry’s validation process for
certificates with the CEFTA countries was completed and is to be formally approved. North
Macedonia is yet to ratify the Protocol on Elimination of lllicit Trade in Tobacco Products,
signed in 2Q4.

On administrative and operational capacity the standards of professional integrity and
anticorruption continued to be applied by the Customs Administration. A new financial
investigation unit was established and training of staff is ongoing. Rislagearent was
systematically applied with the percentage of physical controls being 6% and documentary
controls accounting for 17% of all shipments. One stop border control with Serbia, at the road
border crossing point TabanovBeesevo, is applied and agraement to establish one with
Albania was signed in June 2021.

The electronic system for processing customs declarations and excise documents is fully
functional and all modules are paperless. Systematic electronic exchange of data (SEED) is
used with tle neighbouring countries, enabling réale electronic exchange of data. New
Computerised Transit System (NCTS) is opertational and functioning without interuptions.
Preparations have started for implementation of NCTS Phase 5. Maintenance of the NCTS
and the Integrated Tariff Environment (ITE) systems was ensured. The Customs
Administration took an active role in establishing the green corridors, ensuring an
uninterrupted flow of essential goods at three key border crossings with the neighbouring
CEFTA cauntries in the wake of COVIRQO crisis.

The Customs Administration participated in 13 international operations to combat illicit trade
in drugs, counterfeit goods, medicines, medical devices and protective equipment, weapons,
explosives, dangerous wastal|taral goods, raw tobacco and tobacco products. It participated

in two international projects, one focused on monitoring of trade in substances used for
manufacture of improvised explosive devices and the other focused on waste management.
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Cooperation an@xchange of intelligence with the customs agencies from the wider region
and with international and regional organisations continued.

CLUSTER 4: THE GREEN AGENDA AND SUSTAINABLE CONNECTIVITY

The cluster on Green Agenda and sustainable connectivity covers: transport policy (chapter
14), energy (chapter 15); traBsiropean networks (chapter 21); environment and climate
change (chapter 27). North Macedonia has a good level of preparation HEdrapean
networks. It is moderately prepared on transport policy and energy and as some level of
preparation on environment and climate change. North Macedonia is actively participating in
meetings of the Transport Community and Energy Community. It hagyla level of
compliance with the Energy Community Treaty, notably on electricity. As all Western
Balkans, North Macedonia endorsed the Green Agenda for the Western Balkans at the Sofia
Summit in December 2020. This year, some progress was made in thg seetor, notably

with the progress made towards the adoption of the National Energy and Climate Plan.
However, limited progress were made in transport, environment and climate change. The
country needs to substantially step its ambition to properlymplement theacquis of
chapters 14 and 27. These efforts will increase the efficiency of the Economic and Investment
Plan and speed up the implementation of the Green Agenda for the Western Balkans.
Administrative capacities need to be strengthened isealiors. In addition, strategies, action
plans and legislation in these sectors need to be coherent with the principles and priorities of
the Green Agenda and to ensure consistency between relevant sectoral documents.

Chapter 14: Transport policy

The EUhas common rules for technical and safety standards, security, social standards, state
aid and market liberalisation in road transport, railways, inland waterways, combined
transport, aviation and maritime transport.

The country isnoderately preparedin the area of transpoitimited progress was made in
the reporting period, notably on connectiviyince many years, the transport sector |has
lacked administative and operational capacity and, especialltical commitment to deliver
on neceswy setoral reforms. Tiere was no progress in completing key sector reforms and
previousyears recommendations remain valid.

In the coming yeaorth Macedoniahould in particular

- strengthen the operational and administrative capacity of the inspection bodiés and
develop enforcement capacity to reduce fataliesoad and rail infrastructure;

- implement the connectivity reform measures on rail reform and open the rail transport
market, set up a national system to continuously collect data on road crashes, and|finalise
pending bordecrossing agreements/protocols;

- adopt legislation on Intelligent Transport Systems (ITS) and combined transport, and make
further efforts to produce arategic frameworko implement ITS and the core networks

Ongeneral transport acquis the key strategic documents for transport and itsseghors are
already in place. There was limited progress in developingctionplan toaccompanythe
20182030 naional transport Bategy. The operational and administrative capacities for all
modes of transport remaineak This set up is impeding the proper implementation of the
Green Agenda for the Western Balkans in the area of tran3partLaw on air and railway
accident investigation is not fullynplemented, thendependent rail accident investigation
body hasnot been set upMore dforts are needed to implement the EU passenger rights
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legislation in all modes of transpaahdto fully transpose the Intelligent Transport System
(ITS) Directive and introduce the relevant national lawfe drategy for ITS with
accompanying resourcesssll missing

The legal framework foroad transport is broadly aligned with th&U acquis However
legislation is not keeping pace with changes in theagtjuis The legislation on dangerous
goods is aligned with thEU acquis but no progress was made on the conformity assessment
of the existing equipment for the transport of dangerous gdedgress has been made
towards establishingn executive body for road traffic safebfore efforts are needed to align
with the social and safetgcquis The national system for continuous road crash data
collectionis still not established anti¢ actim plans on road safety inspection and audit need
to be followed up and implementethe State Transport Inspectorate needs to strengthen its
enforcement and technical capacitiésirther harmonisation is needed on penalties for
infringing the European Ageznent on the work of crews of vehicles engaged in international
road transport (AETR)Signature of e Interbus protocol on regular and special regular
servicess pending The five-year road and rail maintenance plas not been approved and
road mainteance remainsveak. Legislation on clean energy and energy efficient road
transport vehicles, and intelligent transport systenmet in line withthe EU acquis

Onrall transport, the main requirement of the Ea¢quis— that the national infrastructure
management should be independent from the-stateed railway company is met. The
country’s railway sector s tparsisindecidingdhe future b ¢
of passenger and freight operations. Rert alignement with large parts of the single
European railway areacquis has been delayed. The rail market on the Orient East/Med
corridor has not been opened. Railway safety legislation is harmonised but not properly
implemented. The accident and invgation body has still not been establish&te cross

border railway cooperation agreement with Greece has not been signed and the one with
Kosovo is not fully implemented.

On maritime transport, the country is a party to all basic transport conventions of the
International Maritime Organisation.

In the area oinland waterway transport, the country is aligned with most of the BOquis

except for the Regulation on the recognition of certifsatand transportation of goods and
passengersthere is no law on merchant shipping, as no goods are transported on the inland
waterways The country continues to participate actively in the International Commission of
Sava river basin, but not in the Btfategy for the development of the Danube Region.

On aviation, North Macedonia has maintained a good level of alignment with thacguis

and has patrtially aligned with the aviation safety legislation. EU support is helping the Civil
Aviation Authorityto comply with requirements of the European Common Aviation Authority
Agreement. (EASA). More efforts are still needed to facilitate the European Aviation Safety
Agency standardisation inspections.

On combined transport, progresss still needed in settingp a multimodal node near Skopje
and inadopting specific legislation aligned with EU rules.

Chapter 15: Energy

EU energy policy covers energy supply, infrastructure, the internal energy market,
consumers, renewable energy, energy efficiency, nucleagyermnd nuclear safety, and
radiation protection.

North Macedonias moderately preparedin this areaSomeprogresswas made, notabl
with alignment with the Third Energy package and steps takerthoradoption of th
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Nationalenergy andclimate plan ard investments imenewable energy sourcétowever, not
all of Irecammendatéioasr werglly implemented In the coming yeamNorth
Macedoniashould in particular:

- finish unbundling (certification) the gas transmission systems;

- increase the numbeof staff and the technical/engineering capacity of the Energy
Department in the Ministry of Economy and the Energy Agency;

- adopt and implememnergyefficiency legislation.

The country has taken significant steps for the adoptionaoFiveYear Program dr the
implementation of the Energy development Strategy and an integrated National Energy and
Climate Plaraiming towards decarbonisation which are positive steps for the implementation
of the Green Agenda for the Western Balkans

Concerningsecurity of supply, the availability of coal for the Bitola thermal power plant still
needs to be urgently addressé&tie Law on compulsoryoil reserves has been enactdter
several years of delaymplementing legislation and plans to release stocks in the case of a
emergencyvereadopted. The oil stocks correspond to 51 days of average daily consymption
half the recommended level. This could become a vulnerability in case of interruption of
supplies

The construction of a new 400kV electricity transmission intereotor line with Albania is

under way. The Transmission System Operator (MEPSO) patrticipates in the regional auction
office in Southeast Europe. The implementation of a roadmap for coupling of with Bulgaria
requires the prior establishment of a deghead rarket. On gas interconnections, the
government is taking measures to ensure the necessary funding for the construction of an
interconnection line with Greece, Serbia and Kosovo.

On theinternal energy market, good progressvas made in aligning the country wittine

EU’s third ener gy p a ¢he electkicityiand gasamarketsaré openlfar ¢ t r i
competition. The adoption of corresponding secondary legislation is wedineed. In
September 2020, thedgernment desigated a subsidiary of MEPSO, the National Electricity

Market Operator (MEMO), to act as the nominated operator of the organised electricity
market.

The electricity transmission and distribution network operators are unbundled in accordance
with the EU acqus. MEPSO procures both balancing reserve and balancing energy in
competitive procedure. The dispute over the ownership of the gas transmission pipeline has
been resolvedHowever, the gas transmission system operator is not yet unbundled in line
with the Third Energy Packagd.egislation is not yet aligned with the ERegulationon
wholesale energy market integrity and transparency

The retail electricity market is liberaid. Universal supply and supply of last resort is
performed by the supplier selecteda competitive procedure. Retail prices are deregulated,
except for the universal supplier for which the regulator sets the price.

Third-party access to the natural gagl is in line with theEU acquis but transparency needs
to be improved. Works am@ngoing to build the gas transmission pipeline between Negotino
Bitola and SkopjeletovoGostivar.

Wholesale gas prices are fully deregulated, however the market remains illiquid, without a
virtual trading point. All contracts are concluded bilateraltyaomonthly and yearly basis.

The Energy Regulatory Commission is functional but its independence is hampered by
political interference.
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In the area ofhydrocarbons, the Law on mineral resources aims to align with tHeU
Hydrocarbon Licensing Directive.

The amended nationeénewable energyaction plan is in line with the revised binding target

of 23% of energy coming from renewable energy sources by 2020 and 24% by 2025. In 2019,
the country achieved only a 17.46% sharhe energy Law is fully aligned vwth the
Renewables Energy Directive.

Feedin-tariffs and premiums are used to support deployment of renewables. In 2020,
contracts were signed for installing capacity of 62MW solar power plants, using premiums
granted based on auctions. The governmentldhegonsider the decision to keep the feed
in-tariffs for small hydro power plants, which either do not require support orrieggagive
environmental impact. Investment in hydropower should be compliant with the relevant
environmentaEU acquis

The capaity cap per type of renewable energy technology has to be removed to enable the
achievement othe 2025 renewable energy target. An electronic system for issuing, transfer
and cancellation of guarantees of origin is not in place Bretsisions on sustaability of
biofuels are still not yet alignedThe share of renewables in transport remanasginal
reaching only (4% in 201. Electricity prosumers are enabledth the rulebook on
renewable$ut itsimplementation is lacking due to number of administrative obstacles.

The faurth action plan orenergy efficiencyhasstill not been adopted. A Law amergy
efficiency, transposes thenergyefficiency and thesnergyperformance Directiveshowever

the mplementation is lacking. The adoptionimiplementinglegislation remains a challenge,
due to limited human and technical capacity at the Energy Department of the Ministry of
Economy and the Energy Agency.

When it comes to efficiency,nfancing should bemproved, including by setting up the
Energy Efficiency FundAir pollution is exacerbated byokisehold heatingnd remairs a
serious problemMunicipalities should take steps to fully respect their obligation to develop
and implement municipal energy eféncy programmes.

For nuclear energy, nuclear safety and radiation protectionNorth Macedonidas ratified

the relevant international conventions on nuclear safety and radiation protection and is a full
member of the European Community Urgent Radioldginéormation Exchange system
(ECURIE). Thegovernment adopted a National policy for radioactive waste management
However there is still no longerm and safe radioactive waste storage facility in the country.

Chapter 21: Trans-European networks

The EUpromotes tranduropean networks in the areas of transport, telecommunication and
energy to strengthen the internal market and contribute to growth and employment.

North Macedoniamaintains agood level of preparationin the area of transport networks.
Limited progresswas achieved during the reporting periddhere wasstill no progress ir
completing sector reforms and tlpeeviousyears recommendations remain valid. In the
coming year, the country should in particular:

- further strengthen the operationahd technical capacity of all management and
stakeholder institutions dealing with the development of both TEainspean Transport
(TEN-T) and TransEuropean Energy (TEE) networks, and harmonise the legal
framework with the Trans European Network Retjaig

- mobilise sufficient resources to implement the Transporhmunity Treaty;

- urgently improve the implementation of the Rail Corridor \Wirks
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Ontransport networks, the country actively participates in the Transport Community Treaty
(TCT) and in its meetingsSteps are taken by North Macedonia to adoeetRCT action plans.

The authorities are encouraged to continue the cooperation under this Treaty. Green corridors
are functioning throughout the major corridors.

Road Corridor X is functioal but works along Corridor-d are delayed. The construction of
the rail Corridor VIl towards Bulgaria is facing significant delaygh only 28% completed

of phase 1Additionaland urgentefforts are needed to accelerate progress in all phases of thi
rail corridor and other priority sections of the core network for both rail and Toedlack of

an adequatestaff retention policy by bodies involved in large investment projects
considerably hampers the completion of strategic projddte.remainingrailway border
crossing protocol with Kosovwas signed but theailway border crossing agreement with
Greece has not yet been finalis@this documenneed to be finalised without any further
delay. Funding to build an adequate infrastructure close toStrbian border, at the
Tabanovce railway border station has been secured. No progress was made on adopting five
year road and rail maintenance plans.

Onenergy networks the construction of a new 400kV electricity transmission interconnector
line Bitola-Elbasan (Albania) is under way. On gas interconnections, the government is taking
measures to ensure the necessary funding for the construction of an interconnection line with
Greece, Serbia and Kosovo. A preliminary study on the gas interconnectors \&atioKie
ongoing. Works are ongoing to build the gas transmission pipeline between NeBitlzo

and SkopjeTetoveGostivar

Chapter 27: Environment and climate change

The EU promotes strong climate action, sustainable development and protection of the
environment. EU law contains provisions addressing climate change, water and air quality,
waste management, nature protection, industrial pollution, chemicals, noise and civil
protection.

North Macedonia hasome level of preparationn this areaLimited progresswas achieved
in nature protectiomnd in climate changeélowever, implementation in all sectoemainsa
concerning issuerhe countryis encouraged to considerably step up ambitregarding the
green transitionnotably in the context of ther€&n Agenda for the Western Balkans. Most of

b

last year’s recommendations were not 1 mpl e me
In the coming year, the countsfould in particular:

- improve intersectoral coordination and increase financial resources for the reduction of
air pollution atthe local and national level,

- make significant steps to establish a regional waste management system;

- implement the Paris Agreement, including by adopting a comprehensive climate Strategy
and a Law, consistent with the EU 2030 framework.

Environment

On horizontal issues administrative capacity at all levels remains weak, wigufficient
financial resources to implemerdnd enforceexisting legislation. Implementation of
Environmental Impact Assessmentsand Strategic Environmental #sessmest Directives
needs to be improveaotably the public consultation processes andhenquality ofthe
reports Dialogue with civil society and public consultation processes in this sector needs to
be significantly improved. Lack of transparency and accesddonaion is a recurringssue

The Law on environmental inspection and the amendments on the Law on environmental
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impact assessment are yet to be adoplémiited progresswas made on the INSPIRE
Directiveandin the area of environmental liability.

On air quality, financial supporfor investments in reducing the use of fossil fuels was
allocated reportsand data reports are submitted to the European Environment Agency.
However, limited implemention and ressources, weak -ggetoral cooperation and
coordinaion between central and local authorities limits the impact of measures to reduce air
pollution. Air pollution in major cities remaing serious concer@\ monitoring station in the
municipality of Gevgelija was procured and replacement of measuringinmetts on the
already existing monitoring station Bitola was fisati. An upgrade of the air quality data
management systewas also implemented.

Regardingwaste managementyweakadministrative capacitiesow enforcement and limited
inter-sectoralcooperation remain the main obstacles for progress in this s@tterset of

laws on waste management and special waste streams incorporating the circular economy
principlesare adopted. The National Plan farastemanagement (2022031) and the first
National waste prevention plan (20212027) were prepared and await adoptiohhe
establislementof the regional waste management system consrioeface delays. Nen
compliant landfills and illegal dumpisgcontinue to represergn importantenvironmental

issue Separate collection of waste streams and economic instruments to promote recycling,
reuse and waste prevention remain limited. The rehabilitation of the small pond in OHIS site
has started.

On water quality management financialagreements have beemrsed to secure funds for

the construction of the wastewater treatment plant of Skopje, and works on wastewater
collectors are ongoing. The surface water surveillance monitoring networknpasved.
However a system for monitoring quality and quantitysoffface and groundwater is needed.
The management plan of the Ohrid Lake-bakin hadeen prepared but implementation of

all river basin management plans remains a concern. Progress was fonadee
implementation of the EUFloods Directive. River Basin Councilsvas nominated.
Administrative capacity and intamstitutional coordination nesdo be strengthened; more
efforts are required to reduce Amvenue water and to implement the full cost recovey
principle.

Some progress warade onnature protection, the Law on nature protectipaligned with

the Birds and Habitatdirectives was preparedand awaits adoptionGuidelines were
developed for monitoring the conservation status of habitats and spelassfication of
potential NATURA 2000 sites continuedfocusing onthe Bregalica River area, with
identification of Dolna Bregalnica as a Special Protection Afaara Mountain was
proclaimed as a National Park and procedures for proclamation of other areas is ongoing.
Activities for re-proclamation of Mavrovo National Parkeed tobe acceleratedThe
management plan for National Park Pelidtes been adoptedThe Ohrid Lake including
Studencisko Blatchas been designated as a Wetland of International Importapgkcation

for inclusion of Lake Ohrid and Studencisko Blato on the List of Ramsar Convendisn
submitted, and Dlaboka Reka (National Park Mavrow@s listed on the UNESCO
Preliminary List for old beech forest$he establishment of a monitoring systéon the

Balkan lynx in North Macedonia represents a first step towards its consen&tstainable
financing for management of protected areas remains an important challenge, with largely
insufficient national allocation for nature protection, and rgJynostly on donor assistance.

The implementation of UNESCO recommendations for the Natural and Cultural Heritage of
the Ohrid Region is sevdyedelayed and requireseriousattention by the authorities.
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On industrial pollution and risk management, the Lav on industrialemissionsis still not
adopted. Insufficient enforcement of polluter accountability prevents the setting up of a
system to prevent industrial and chemical acciddbtfrts are needed talign with the
Seveso lll Directive, EU Ecolabetgulations and environmental management audit system.

There was no significant improvement in the areashafmicalsand noise pollution in the
reporting period.

On civil protection, North Macedonidenefitted fronthe Union Civil Protection Mechanism

(UCPM) in the context of the COVHR9 crisis and some further stepsretaken to finalise

t he technical connection t o t he Commi s sion
Information System (CECIS)North Macedonia remved EU support under the UCPM
following thewildfires in summer2021

9

The COVID-19 crisisand the recent wildfirekighlighted the needob strengthen the legal
framework and institutional capacities of civil protection authoritiestably inregard to
health emergenciesCooperation and coordination between the Protection and Rescue
Directorate and the Crisis Management Cen&eds to improve

Climate change

The alignment of the legal framework with the Bdquisremainslow and the human and
financial resources areery limited. While the law on Climate Action has yet to be adopted, a
longterm strategy on Climate Actipwith a dedicated action plan, was adoptddre efforts

are needed to implement the Paris Agreement. &hleanced Nationally Determined
Contribution was submitted and is in line with the long term climate change strategy and
energy strategyA platform for nonitoring, reporting and verification Being prepared

CLUSTER 5: RESOURCES, AGRICULTURE AND COH ESION

Cluster 5 on resources, agriculture and cohesion covers: agriculture and rural development
(chapter 11); food safety, veterinary and phytosanitary policy (chapter 12); fisheries (chapter
13); regional policy and coordination of structural instrumenkster 22); financial and
budgetary provisions (chapter 33). North Macedonia is moderately prepared in most areas of
Cluster 5. It has a good level of preparation in the area of food safety, veterinary and
phytosanitary policy and is at an early stage odppration in ihancial and budgetary
provisions. Over the reporting period, good progress was made in food safety, veterinary and
phytosanitary policy and some progress was made in agriculture and rural development.
However, tirther efforts are needed, jparticular in areas where limited or no progress was
made such as fisheries, regional policy #melcoordination of structural instruments as well

as financial and budgetary provisions.

Chapter 11: Agriculture and rural development

The common agricultal policy (CAP) supports farmers and rural development. This
requires strong management and control systems. There are also common EU rules for
quality policy and organic farming.

North Macedonia remains moderately prepared in the area of agriculturerueald
development. Some progress was made during the reporting period, notably by the adoption
of the National strategy for agriculture and rural development and by aligning with EU rules

on common market organisation. In the coming year, North Maceduonigdsin particular:

- progress in decoupling direct payments and transfer the farm register and the land parcel
identification system to the paying agency;
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- adopt a legislative framework for further alignment with the EU acquis in the arnea of
common markebrganisation;
- employ qualified staff in the IPARD operating structure according to a workload analysis.

On horizontal issues the National strategy for agriculture and rural development for the
period 202312027 was adopted by the government. The functional review of the agriculture
institutions was completed in 2020 but the recommendations on institutional reorganisation
are na yet implemented. North Macedonia maintained the implementation of complex
coupled direct payment, while the available annual budget decreased by 30%. Further
alignment with EU policies is required for the decoupling of direct payments and
implementationof crosscompliance standards. Decisions to simplify the administrative and
control system at the paying agency are not yet fully effective.

The development of the integrated administrative and control system (IACS) has progressed
slowly but currently allntegrated administration and control system elements are in place and
in accordance with the Edcquis The land parcel identification system (LPIS) is used for
calculating the area based payments. The 1 e;
register and LPIS to the paying agency has been further défagethrm accountancy data
network (FADN) was automated and made operational, but its sample size needs to be
expandedto be fully representative. Human and financial resources remain insoffi
sustain the FADN system at all levels of data collection, quality assurance and reporting.
More needs to be done to align farm advisory services with thedfuis The National
Extension Agency remaines understaffed and insufficiently funded tpoduparming
development.

Some pogress was made in aligning with EU rulestba common market organisation

(CMO) through the preparation of commodgpecific regimes for wine and honey and

school schemes for fruits and vegetables. Some efforts were toadether align both
institutionally and legallywith the prepaation ofa separate law on CMO and recognising
producers’ organisations for agricultural p
and interbranch organisations.

On rural development good progress was made in the absorption of EU funds under the
Instrument for preaccession assistance for rural development (IPARD II). By the end of
2020, payments to recipients exceeded EUR 4 million. Yet, it is essential to increase the
number of staff in the implementing agency. Preparations of the IPARD Ill programme are
advancing. The national rural development policy needs to be aligned with thegkld

On quality policy, implementation of the quality schemes was slow as the adratnist
capacities remained insufficient, despite the ssegbatential for traditional products and
designation of origin. Additional efforts are needed to establish the legislative framework for
spirit drinks and to ensure protection of geographical ataios in line with the Eldcquis

As regardsorganic farming, the legislation, competent authority, control bodies, and the
accreditation and certification system are established and operational. The monitoring and
control of organic certification and pitocts need to be carried out more systematically. There

is potential for further developent ofthe sector and for the opportunities under the IPARD

[Il programmeto be fully used

Chapter 12: Food safety, veterinary and phytosanitary policy

EU hygiene ules for food production ensure a high level of food safety. Animal health and
welfare, and the safety of food of animal origin and animal nutrition are safeguarded together
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with the quality of seeds, plant protection material and the protection agaimstfuia
organisms.

North Macedonia has good level of preparationin the area of food safety and veterinary
policy. Good progresswas made, particularly on improving plant health control in|the
country. As not all previous recommendations were fulfiled, in the coming year, the cpuntry
should in particular:

- strengthen the capacities for data collection, verification and analysise dfood ang
Veterinary Agency;,

- improve the functioning and reliability of the Animal Identification and Registration
System,;

- implement actions to achieve a sustainable use of pesticides.

On general food safety the Food and Veterinary Agency (FVA) deyetd a new Food

Safety Strategy covering the period 282125 The National Rapid Alert System for Food

and Feed, as well as the agency’s intermnal
agency is performing its work according to the 1ISO 9001:2Qi8ity management standard

and is undertaking measures to protect consumers by providing accurate information about
foods and preventing food fraud associated witommerce. There is a good level of
preparation concerning veterinary and food safetyslatipn

On veterinary policy, the implementing legislation on the control system of the internal
market and on imports of live animals and animal products, on certification, the computer
system (TRACES or other system) and the Border Control Posts (BE€REgned with the

EU acquis On the control system for imports, the Agency continues to provide regular
updates on the safeguard measures of imports and import requirements for live animals and
animal products.

Good progress was made on control meadaregnimal disease#n accordane with the OIE
Terrestrial animal health code, the country has been recognised as free from sheep and goat
plague.The Agency is conducting an active surveillance programme for Classical Swine
Fever, African Swine Fever andimpy Skin Disease. There is a lack of human resources in
the FVA for data collection, verification and analysis, the development of veterinary risk
analysis and the design of corresponding surveillance systems. This is reflected in the limited
implementéon of the surveillance activities for diseases required under the EU animal health
legislation. There was no improvement in the functioning and reliability of the animal
identification and registration system. The official control of aquaculture alsis rteebe
improved. The Agency continued implementing the monitoring programme on antimicrobial
resistance. The 2021 national monitoring programme on the control of residues of veterinary
medicinal products, and contaminants in live animals and food stuisimal origin is in

line with the EUacquison cattle, sheep, pigs, poultry, aquaculture, milk, eggd gameand

honey The Agency continued implementing the action plan on animal welfare. There is no
improvement in the capacity to further align wind implement the Eldcquison zoc
technical issues.

North Macedoniacontinued rabies eradication vaccination campaigns with EU support.
Taking full ownership of these campaigméprth Macedoniashould transition to using its
own means for future campaigns in line with obligations to harmonise with the relevant EU
acquis

Good progress was made in thlacing of food, feed and animal byproducts on the
market with the adoption of implementing ledation aligned with the Eldcquis However,
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the revised Law on animal kyroducts is yet to be adopted. A rulebook on the specific safety
requirements on novel foods was adopted.

Good progress was also madefond safety rules The legislation was aligdeduring the
reporting period with the EUacquis on food information, flavourings, enzymes, food
additives, food for particular nutritional uses, food contact materials and the maximum levels
for certain contaminants in foodstuffs. The Agency continuedementing a program for
monitoring food safety, but the data needs further analysis.

Regardingspecific rules for feed the legislation iget to be aligned with the EU acquithe
Agency continues to implement a programme for monitoring feed safety.

Goodprogress was made @hytosanitary policy. The Phytosanitary Directorate is regularly
updating the list of harmful organisms in line with the newdtlquisa nd t he country
status. A Catalogue for Selected Plant Pests covering Phytosanitary Acginidentity

Cards and Survey Protocols for quarantine pests has been developed. The phytosanitary
information system was installed and is used as a platform for information sharing and
coordination between relevant authorities. The phytosanitary inspeigiomplementing
measures to eradicate pests identified through the monitoring and control progrénmaes.

law on phytepharmacy, aligned with the E&tquiswas adopted during the reporting period.
Actions to achieve a sustainable use of pesticides are not implemented and there is neither
reliable data on the pesticide use in the country nor an analysis on the risks and impact of
pesticide use on human health and the environment.

The Law ongeneticdly modified organismsis aligned with the ElAcquis Some parts of
the aligned legislation (production, placing on the market and import of genetically modified
organisms food and feed) will be applied only upon accesssion.

Chapter 13: Fisheries

The common fisheries policy lays down rules on fisheries management, protects living
resources of the sea and limits the environmental impact of fisheries. This includes setting
catch quotas, managing fleet capacity, rules on markets and aquaculture ppaoirtstor
fisheries and coastal communities.

The country ismoderately preparedin this area fisheriedNo progresswas made over the
reporting period. In the coming year, North Macedonia should in particular:

- align the law on fisherieand acquaculturevith the EUacquisin the area of market
policy, structural measures and state aid;

- improve the data collection system and reporting

- establish a mukannual programming of structural measures.

As North Macedonia only has inland fishing in lakes and aquaculture, a large part of the EU
acquison fisheries is not applicabl@he nationalegal frameworkis not keeping pace with
changes tCommonFisheriedBolicy.

Administrative capacities faresource and fleet managementandinspections and control

of fisheries policy remain insufficienfThe capacities to control illegal, unreported and
unregulated (IUU) fishing in line with the EU requirements need to imprdiath
Macedonia has yet to strengthen its policy formulation, implementation, and enforcement
capacities.

Overall coordination, including with the environment authorities, regarding biodiversity
protection, needs to be improved.
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Structural measures proved to be insufficient for the development of aquaculture and
restoration of fish funds. The data collection system for fisheries and aquaculture needs to be
further developed in line with the Eatquis

Preparatory steps were taken for the alignmemharket policy andState aid Alignment of
the EU Eel Regulation is not ensured.

On theinternational agreementsfor fisheries management, a cooperation agreement with
Albaniawasconcluded at the end of 2028pecificallyto Prespa lakdghe agreementieed to

be in line with the International Agreement for the Protection and Sustainable Development of
the Prespa Park Region involving all the countries shénedrespa Lakesrea.

Chapter 22: Regional policy and coordination of structural instruments

Regb n a | policy is the EU’ s main investment
growth. Member States bear responsibility for implementation, which requires adequate
administrative capacity and sound financial management of project design and @xecuti

North Macedoniais moderately preparedin thearea of regional policy and coordination of
structural instrumentd.imited progress was made over the reporting period, particularly
with the adoption of theLaw on balanced regional developmertlost of 202
recommendations remain valid. In the coming year, the country should:

- upgrade the administrative and technical capacity across the IPA operating structures,
adopt a retention policy and put in place a permanent cagmadlting mechanism for all
structures involved in the management of the EU funds, and improve the dymamics
implementation of the E#unded projects, including planning, management | and
monitoring of the infrastructure investments and, particularly for the ongoing Economic
and InvestmenPlan projects, such as railway corridor VIII and waste water treatment
plant in Skopje, and ensure the sustainability of project results

- ensure the implementation of the legal and strategic framework for regional development
upgrade the local and regional project planning and implementation capacity and put in
place an integated system to monitor national investments at local level;

- keep fiscal decentralisation high on the agenda in order to build aédongsustainable
financial framework for municipalities, based on predictable resswand collection @
local taxes.

—h

On thelegislative framework, limited progress was made in aligning the public financial
management and control framework with the &tdjuis The organicdbudget law introduces
fiscal rules, mui-annual expenditure framework apdogrammebased budgetingna the
public internal financial control law defines strengthened managerial accoiiptamt
internal audit functions, has not been adopted and is signficantly delayed.

Regional policy improvedvith the amended Law on balanced regional developmeaist
adopted inJanuary 2021, commting 1% of the GDP to regional development, the Strategy
for balanced regional development (262131) and the national programme upscaling the
state funds for regional development. The integrated system allowing plannimagengent

and monitoring of the national investments in regional development is yet to be put in place.
Progress is still needed on decisional, operational and fiscal decentralisation.

The institutional framework for the management of the EU funds is esshield and
functioning. The new manuals for the National Authorising Officer and the Management
Structure improve the procedures for electronic management and strengthen control,
verification and expenditure certification. The annual management decldmat@00 for all
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ongoing programmes certifies the reliability of the accounts, the use of the EU funds for the
intended purposes, and the legality and regularity of the transactions.

The administrative capacity continues to deteriorate and no progress was made on staff
retention policy and on training and capacity building function. Following the 2021 workload
analysis, which highlighted the need to urgently fill the vacant managerial positions and
recruit additonal 82 persons across the operating structures, the country developed and put in
place an action plan, which is still to be implemented.

On programming, North Macedonia has further strengthened the sector pokgyng and
strategic planning process, whiwas reflected in the preparation of the Strategic Response to
the IPA 1l programming framework. The National Investment Committee upgraded the
single project pipeline with digital connectivity and sustainable energy projects. However,
delays with the ppgramming of the funds under the mudtinual programme for transport

and environment have not been overcome yet and the risks for decommitment of EU funds
have increased.

On monitoring and evaluation, the participation of North Macedonia in the bilateral
dialogue with the EU has improved with the involvement of the line ministers in the IPA
Monitoring and Sectoral committees. However, the track record in addressing the
recommendations and strengthening the role of National IPA Coordinator on monit@ring th
implementation of the conclusions of the bilateral dialogue with the EU needs to improve.
The monitoring and supervision of infrastructure investments needs to be considerably
improved.

Financial management and controlis based on welkstablished andufictioning systems,
which, however, continue to be under pressure due to low staffing levels and vacant
managerial positions across all IPA structures. As a result, the procurement, evaluation,
contracting, control, monitoring and implementation functiareat stress, which impacts on

the quality of the aid management and produces delays in the implementation, particularly of
the multrannual programme on environment and transport (2029). All flagship projects

have been delayed, which is an issueasfcern.

The internal and externaudit functions are in place and measures are ongoing for
strengthening the audit skills, capacities and methodology. More efforts are needed to
improve the coverage and quality assurance of the internal audit. The Auithiority
performs to a good standard, following sound audit methodology and achieving good audit
coverage. The Strategic Plan (262123) adopted in January 2021 encompasses adequate
capacity development measures. The audit findings identified througiotgleted regular
(systems, operations and accounts) and felipwaudits still need to be addressed. The
institutional capacity for fighting fraud and protecting the financial interests of the EU needs
to be significantly strengthenesegéChapter 32— Financial contro).

Chapter 33: Financial and budgetary provisions

This chapter covers the rules governing the
These resources mainly consist of: (i) contributions based on the gross national income of
each Member State; (ii) customs duti¢s) the nonrecycled platic resouce and (v) a

resource based on vaksglded tax. Member States must have the appropriate administrative
capacity to adequately coordinate and ensure the correct calculation, collection, payment and
control of own resources.

Preparations in this area aream early stage. Limited progresswas achieved during the
reporting period. National accounts and gross national indmsed (GNI) calculations were
further aligned and customs declarations and excise documents are fully electronically
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processed. The itisutional setup to ensure the efficient functioning of the own resoufces
system has not yet been established.

Since the recommendations from the 2020 report were not fully implemented, in the coming
year, North Macedonia should:
- further harmonise théegal basis for the underlying policy areas affecting the cofrect
application of the own resources system,;
- enhance the administrative capacities andorcination mechanisms among key
stakeholders in the system.

Limited progress was made on the speaifiren resources administrative conditions, as laid
down in the own resources regulations. Progress was made to harmonise the legal framework
in the underlying policy areas affecting the correct application of the own resources system,
especially on customgaxation, statistics and financial control. In particular, progress was
made in aligning national accounts and GNI calculatiamd customs legislatiorCustoms
declarations and excise documents are now fully electronically procddsedaneasures to

fight and reduce tax evasion, fraud and informal economy as well as to improve internal
control in public sector are not yet efficiently applied by the relevant autho(fiesfurther
information see developments under Chapter Téxation, Chapter 18 Staistics, Chapter

29 - Customs union and Chapter 3Zinancial control)

Preparatory worlon accounting and revenue allocation processes as per the EU provisions on
A and B accounts is ongoing. Progress was made on building up the operational and
administative capacities of the customs administration for enforcement of national legislation
and procedures, accounting management and IT services as a basis for the establishment of
the traditional own resources system. A detailed analysis of the currentspodties customs
administration for recording customs debt and customs duties in its IT system was elaborated.

The Tax System Reform Strategy 2629 was adopted in December 2020 and a 2021 annual
action plan was elaborated. Its implementation will be too&dl quarterly by an established
working group $ee also under Chapter 36T axatior).

With regard to theadministrative infrastructure , someprogress was made in building up
capacities of relevant key institutions in this area. However, further efforts are needed in order
to ensure timely and efficient functioning of the process of calculation, collection, payment
and control of own resourcess avell as to improve the reporting and-aalination
mechanisms among all bodies involved.

CLUSTER 6: EXTERNAL RELATIONS

Cluster 6 covers: external relations (chapter 30) and foreign, security and defence policy
(chapter 31)North Macedonia is moderdyeprepared in the areas covered by this cluster and
has made some progress during the reporting period. In its common commercial policy, North
Macedoniacontinued itsefforts to coordinate its positions and closely align its commercial
policies with thoseof the EU, including within the WTO. The country has increased its
alignment with the EU common foreign and security policy@® @nd its participation in EU

crisis management missions and operations.

Chapter 30: External relations
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The EU has a common trade and commercial policy towards third countries, based on
multilateral and bilateral agreements, and autonomous measures. There are also EU rules in
the field of humanitarian aid and development policy.

The countryis moderately prepared in the area of external relations anthde some
progressover the last yeaNorth Macedoniacontinued its good cooperation with the E
including within the World Trade Organisation (WTQhe Additional Protocol 5 on trad
facilitation was implemeted, including theexpansion of theconcept of authbrised
economic operators (AEO)The nstitutional capacity to fully participate in the E
commercial, development and humanitarian policies is still insufficient. In the coming
the countryshouldin particular:

- enhance its overall administrative capacity regarding trade policy, the Central Eu
Free Trade Agreement (CEFTA) and work in the WTO framework;

- implement the action plan for the development df@mmon Regional Marke2021-
2024;

- implement CEFTAProtocol 6 on trade in services, and negotiate and adopt CE
Protocol7 on dispute settlement.

In the area of theommon commercial policy North Macedonia continued to coordinate its
positions and align closely its policies with those offg including within the WTO, and is
supporting theE U’ s p r o WA O tefbrmns. The provisions of the Trade Facilitation
Agreement are fully applied and the National Committee on Trade Facilitation met twice in
2020. The country continued the negotiations for accession to the WTO Agreement on
Government Procurement byrpeipating in three sessions of its Committee in 2020. The
administrative capacity of the Ministry of Economy, in charge of trade policy, should be
further strengthened

North Macedonia continueid participate activelyn CEFTA and is chairing its acties in

2021. The country has committed to implement the action plan for the development of a
common regional market among the Western Balkan counftiesAdditional Protocol 5 on

trade facilitation was implemented, including tie expansion of theoncept of authrised
economic operators (AEOYhe Protocol 6 on trade in services was ratified in December
2020. In the wake of the COVHD9 crisis, the country took an active role in establishing the
green corridors, ensuring an uninterrupted flow of mt&segoods at the three key border
crossings with the neighbouring CEFTA countries.

The system for export control diual-use goodsand technologies functional. The country
aligned its list of dualise goods with the 2020/1749 EU Regulation on exptdssfer,
brokering and transit of dualise goods and technologies. Outreach is performed regtdarly
inform the industry about legislative changes.

39bilateral agreements with third countries (BITs) areforce (the agreement with India was
terminated), of which 19 are with EU Member States. An investment protection agreement
was signed with the United Arab Emirate&n Agreement on partnership, trade and
cooperation was signed with the United KingdofrGreat Britain and Northern Irelandhe
country is working on updating the existing model agreement for BITs.

There was no progress idevelopment policy and humanitarian aid. The country is
encouraged to establishpmlicy framework in the areas of devptoent and international
cooperation as well as humanitarian aid towardsEdrcountries in line with the applicable
EU policies and principles

Chapter 31: Foreign, security and defence policy
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Member States must be able to conduct political dialoguehdanframework of foreign,
security and defence policy, align with EU statements, take part in EU actions, and apply
agreed sanctions and restrictive measures.

The country continues to beoderately preparedin the area of common foreign, securjty
and defence policysome progressvas made during the reporting periedth an increased
alignment with the EU common foreign and security policy, padicipation in EU crisis
management missions and operatidnghe coming year, the country should in particular:

- further improve alignment with the EU common foreign and security policy

Regularpolitical dialogue on foreign and security policy issues between the EU and the
country continued. The i1institutional framew
common foreign and security policy (CFSP) ahd common security and defence policy

(CSDP) is in place

On the common foreign and security policy (CFSP)the country salignment rate with
relevantHigh Representativstatement®n behalf of the EU and Council Decisionas %%

as of August 2021 (compared to 92% in 2019 a4t ¢h 2020). This shows a posii trend,
reflecting the countr y’ Whiletheocouatey cootifiuessnotrtaa t e g i
align on restrictive measures against Russia related to the situation in Ukraine, it did align in
March 2021 with those related to serious human rightslations in Russia and Alexei
Navalny.

North Macedonia maintains a bilateral immunity agreement with the United States, granting
US citizens exemptions from the jurisdiction of théernational Criminal Court . In doing

so, the country does not complythvthe EU common positions on the integrity of the Rome
Statute or with the related EU guiding principles on bilateral immunity agreements.

On non-proliferation , North Macedonia participates in the Proliferation Security Initiative
and the Hague Code @fonduct but not in the Nuclear Suppliers Group, the Australia Group,
the Zangger Committee or the Missile Technology CofiReglime. The country is committed

to meet the requirements to join the Wassenaar Arrangement. The country is an active
member otthe Center for Security CooperatioRACVIAC) andis chairingits Multinational
Advisory Groupuntil October 2021.

North Macedonia continuedhe implementation of the 2018 Regional Roadmap for a
sustainable solution to the illegal possession, misuse anitknadf of small arms and light
weaponsand their ammunition in the Western Balkans.

North Macedoniacontinued to activelycooperate with international organisations The
countrysecuredts 2023 Chairmanship of the OSCIB.November 2020, the countbe@ame

the thirteenth member of the Black Sea Economic Cooperation Council (BSEC) -and co
chaired, with Bulgaria, the Berlin Process Foreign Ministers Meeting.

In terms ofsecurity measuresthe law on Classified Information, based on the 2013 Council
Decision is in force. Bylaws regulating the inspection supervision of work with classified
information as well as on personal security were adopteggleement on thexchange and
mutual protection ofclassifiedinformation was signed with Greece in Redry2021

The country continued to actively participateEhl) crisis management operations under the
common security and defence polic{CSDP), notably EUFOR ALTHEA in Bosnia and
Herzegovina. Since December 2020orth Macedonia participates in the rtaly training

mission in the Central African Republic (EUTM RCAk 2021, niitary personnel
participated ina military exercise in Germangndin Greece As a new NATO ally, North
Macedonia maintained a presence in a number of NAG®missions including KF OR’ i n
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Kosovo. North Macedonia withdrew its contingent from tResolute Suppaortmission in
Afghanistan together with other contributing stalidse country continues to participate in the
UNIFIL operation in Lebanon.

North Macedonia ratified thieechnical arrangement between the Ministry of Defence and the
Greek Ministry of National Defence on the protection of its air spaght Fnformation
RegionSKOPJE (LWSS).

On hybrid threats, North Macedonia engaged with three other Western Balkans pairiners

t he EU’ s hybrid risk survey. The objective
provide EU assistance in those areas where gaps discovdredNational Strategy on

building resilience and confronting hybrid threats (2@R25) was finalised @haims at
addresmg the recommendations from tB820 Hybrid Risk Survey

105



ANNEX | T RELATIONS BETWEEN THE EU AND NORTH M ACEDONIA

North Macedonia has been participating in 8tabilisation and Association processince

1999. The Stabilisation and Association Agreement (SAA) with the EU, signed in 2001, sets
the framework for relations with the EU, including political, economic and technical
dialogues. Experts met in seven Sudmmittees and one Special Group, adow to
schedule. The Stabilisation and Association Committee took place in June 2021. Discussions
focused on the decision to open accession negotiations and the progress made in advancing
EU reforms, in particular in the areas of the fundamentals andttbegthening of good
neighbourly relations.

North Macedonia is a candidate country since 2005, with consecutive recommendations by

the European Commission to open accession negotiations since 2009. On 26 March 2020, the
European Council endorsedthe@otti 1 > s decision to open acces :
Macedonia.

Visa liberalisation for citizens of North Macedonia travelling to the Schengen area has been
in force since December 2009. A readmission agreement has been in force since 2008. The

Comms sion’s August 2020 fourth report under
that North Macedonia continues to meet the visa liberalisation benchmarks.

North Macedonia continued to increase its alignment &ithcommon foreign and security
policy posiions and declarations. North Macedonia continued to actively participate in EU
crisis management missions and operations under the common security and defence policy.

The bilateral EU support for North Macedonia under th&trument for Pre-accession
Assistance Il (IPA 1) in 20142020 amounts to EUR 633 millipror 104% of the funds
allocated by the revised Country Strategy Pafisrimplementatiorhas progressed on the
grounds of the sector approach and inclusive programming. In response to the-C®VID
pandemic, EUR 4 million have been refocused for urgent medical equipment and EUR 62
million for socioeconomic recovery measures. In particular, the EUR 50 million performance
reward in 2020 was rdirected towards responding to the health needs, andigatimg the
economic and social effects of the crisis and to support the country in its EU integration
efforts. As part of the wider COVH29 response, the EU has also made available a Macro
Financial Assistance scheme of EUR 160 million, which has lhekn disbursed. The
Commission set aside EUR 70 milliamgrants from IPA 1l for the Western Balkan partners

to reimburse the Member States for the resale of doses they obtained under the EU Advance
Purchase Agreements with COMWI® vaccine producers, ofvhich North Macdonia
received EUR 8.2 million. Ae first vaccines provided under this grant were a total of 651,000
Pfizer doses for the regioin¢luding almost 120,00@or North Macedonia) facilitated by
Austria, which were delivered between May and August 2@G2&ther donations by EU
Members States brought the total provided by Team Europe to almost 350 000 by early
October.

IPA Il has continued to help thmuntry to deliver on key reformsincluding in the arean

rule of law, public finance management, economic governance and public administration. The
civil society and private sector benefits of important EU support providing opportunities to
grow and develop in gavourable environment. North Macedonia also benefits of dedicated
EU support for protecting the environment and boosting the connectivity with the EU
transport systems.
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North Macedonia continues to benefit frampport under the IPA mutountry and regional
programmes, as well as participates in five ctomsler cooperation programmes and in one
transnational cooperation programriibe EU also supports the participation of the country in
12 EU programmeswith EUR 40.3 million.

The IPA Ill Regulation for the 2022027 financial periotf will continue to provide financial
support to the region and will also finance the Economic Investment Plan (EIP) for the
Western Balkans. The EIP, accompanied by the Green Agenda for the Western Balkans, was
agreed by the Commission and the countriethefregion in October 2020 and aims to spur

the longterm economic recovery of the region, support a green and digital transition, and
foster regional integration and convergence with the European Union.

130J L 330, 20.9.2021
107



STATISTICAL DATA (as of 09.09.2021)
North Macedonia

Basic data Note 2008 2015 2016 2017 2018 2019
Population (thousand) 2045s 2 069 es 2071 es 2074 es 2075es 2077s
Total area of the country (km?) 1) 25436 w 25436 w 25436 w 25436 w 25436 w 25436 w
National accounts Note 2008 2015 2016 2017 2018 2019
Gross domestic product (GDP) (million national currency) 414 890 558 954 594 795 618 106 660 878 689 425 p
Gross domestic product (GDP) (million euro) 6772 9072 9 657 10 038 10 744 11 209 p
GDP (euro per capita) 3310e 4380e 4660 e 4840 e 5170 e :
GDP per capita (in purchasing power standards (PPS)) 8320e 10440 e 10820 e 10990 e 11560 e

GDP per capita (in PPS), relative to the EU average (EU-27 = 100) 32.3 36.3 37.3 36.8 375 :
Real GDP growth rate: change on previous year of GDP volume (%) 5.5 3.9 2.8 1.1 2.9 32p
Employment growth (national accounts data), relative to the previous year (%) 8 2 2 3 0 :
Labour productivity growth: growth in GDP (in volume) per person employed, relative to the -2 2 1 -2 3

previous year (%)

Unit labour cost growth, relative to the previous year (%) 11 0 5 5 3p

**3 year change (T/T-3) in the nominal unit labour cost growth index (2015 = 100) 13.9 2.2 9.1 10.8 13.4p

Labour productivity per person employed: GDP (in PPS) per person employed relative to EU 45 43 44 43 44

average (EU-27 = 100)

Gross value added by main sectors

Agriculture, forestry and fisheries (%) 13.3 11.1 10.6 9.1 9.8 9.3p
Industry (%) 16.1 19.3 19.7 20.5 215 20.7p
Construction (%) 6.6 8.1 8.0 7.5 6.2 6.4p
Services (%) 64.1s 61.6s 61.8s 62.9s 62.6 s 63.6 ps
Final consumption expenditure, as a share of GDP (%) 97.2 85.8 82.3 81.6 80.1 79.7p
Gross fixed capital formation, as a share of GDP (%) 25.8 23.8 24.4 225 20.0 212p
Changes in inventories, as a share of GDP (%) 2.1 6.5 8.1 9.7 12.2 13.3p
Exports of goods and services, relative to GDP (%) 43.2 48.7 50.7 55.1 60.4 62.3p
Imports of goods and services, relative to GDP (%) 68.3 65.0 65.5 69.0 72.8 76.5p
Gross fixed capital formation by the general government sector, as a percentage of GDP (%) : : : : : :
Business Note 2008 2015 2016 2017 2018 2019
Industrial production volume index (2015 = 100) 97.5 100.0 103.4 103.6 109.2 113.2
Number of active enterprises (number) : 54 738 w 55 469 w 55 359 w 58 231w 58 318 pw
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Birth rate: number of enterprise births in the reference period (t) divided by the number of 10.2 10.3 9.2 8.8

enterprises active in t (%)

Death rate: number of enterprise deaths in the reference period (t) divided by the number of 8.8 9.3 7.7 7.0

enterprises active in t (%)

People employed in SMEs as a share of all persons employed (within the non-financial 74.4 sw 75.4 sw 74.3 sw 74.2 psw

business economy) (%)

Value added by SMEs (in the non-financial business economy) (EUR million) 2413 ps 2 607 ps 2 698 sw 2 895 sw 3183 psw
Total value added (in the non-financial business economy) (EUR million) 3740 p 4031p 4 252 4579 4 836 pw
Inflation rate and house prices Note 2008 2015 2016 2017 2018 2019
Consumer price index (CPI), change relative to the previous year (%) 7.6d 0.1d 0.2d 2.1d 2.3d 0.7d
**Annual change in the deflated house price index (2015 = 100) : : : : : :
Balance of payments Note 2008 2015 2016 2017 2018 2019
Balance of payments: current account total (million euro) - 862.2w - 177.1 - 2755 - 102.9 - 7.1 - 3723
Balance of payments current account: trade balance (million euro) -1933.6w -1822.8 -1812.9 -1787.9 -1736.2 -1969.6
Balance of payments current account: net services (million euro) 188.0 w 348.8 340.7 377.0 370.9 349.8
Balance of payments current account: net balance for primary income (million euro) - 944w - 286.1 - 383.9 - 3975 - 450.7 - 519.6
Balance of payments current account: net balance for secondary income (million euro) 977.8 w 1583.0 1580.6 1705.6 1808.9 1767.1
Net balance for primary and secondary income: of which government transfers (million euro) : 54.3 90.8 112.8 109.1 38.0
**3 year backward moving average of the current account balance relative to GDP (%) - 15 - 1.9 - 20 - 1.3 - 15
**Five year change in share of world exports of goods and services (%) : : 22.3 42.1 51.7 39.7
Net balance (inward - outward) of foreign direct investment (FDI) (million euro) 409.4 w 202.8w 3169w 180.0 w 603.7 w 363.3w
Foreign direct investment (FDI) abroad (million euro) - 95w 18.2 21.7 1.8 10.4 35.5
of which FDI of the reporting economy in the EU-27 countries (million euro) : 54w 13.6 w 72w 0.4 27.2
Foreign direct investment (FDI) in the reporting economy (million euro) 399.9w 216.7w 338.4w 181.7 w 614.1w 398.8w
of which FDI of the EU-27 countries in the reporting economy (million euro) 2440w 224w 162.5w 86.0 w 290.4 w 220.2
**Net international investment position, relative to GDP (%) - 482w - 56.0w - 577w - 58.0w - 56.2w - 57.6 pw
Year on year rate of change in gross inflow of remittances (in national currency) from migrant 3.9 sw 2.3 sw - 7.5sw 0.4 sw 3.2 sw :
workers (%)

Public finance Note 2008 2015 2016 2017 2018 2019
General government deficit / surplus, relative to GDP (%) - 09w - 35w - 27w - 27w - 18w - 20w
General government gross debt relative to GDP (%) 20.5w 38.1w 399w 394w 40.4 w 40.7 w
Total government revenues, as a percentage of GDP (%) 329w 28.8w 285w 29.1w 28.6 w 29.2w
Total government expenditure, as a percentage of GDP (%) 33.8w 323w 312w 318w 30.4 w 312w
Financial indicators | Note | 2008 2015 2016 2017 2018 2019
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Gross external debt of the whole economy, relative to GDP (%) : 69.3s 74.7 s 73.4s 73.0s 72.7 ps
Gross external debt of the whole economy, relative to total exports (%) 114.8 w 142.2 w 146.7 w 133.8 w 121.4 w 117.2 w
Money supply: M1 (banknotes, coins, overnight deposits, million euro) 927.2 w 1694.2w 1867.8w 2053.3w 2436.7w 28574 w
Money supply: M2 (M1 plus deposits with maturity up to two years, million euro) 2958.8w 4130.8w 43959 w 4564.2 w 5103.4w 5609.3w
Money supply: M3 (M2 plus marketable instruments, million euro) 3229.8w 4936.7w 5240.6 w 5480.3w 6 072.6 w 6571.1w
Total credit by monetary financial institutions to residents (consolidated) (million euro) 2803.2w 46259 w 4632.0w 4883.0w 5237.6w 5552.3w
**Annual change in financial sector liabilities (%) : 55w 6.9w 19w 7.6w 122w
**Private credit flow, consolidated, relative to GDP (%) : : : : :
**Private debt, consolidated, relative to GDP (%) : : : : : :
Interest rates: day-to-day money rate, per annum (%) 2) 412w 0.99 w 1.02w 1.01w 0.99 w 1.00 w
Lending interest rate (one year), per annum (%) 3) 8.50 w 3.75w 425w 3.75w 3.00 w 2.75w
Deposit interest rate (one year), per annum (%) 3) : 0.25w 0.25w 0.25w 0.15w 0.15w
Euro exchangeratessaver age of period (1 euro = .. na 61.265 61.611 61.596 61.575 61.512 61.506
Trade-weighted effective exchange rate index, 42 countries (2010 = 100) : : : : : :

**3 year change (T/T-3) in the trade-weighted effective exchange rate index, 42 countries

(2010 = 100)

Value of reserve assets (including gold) (million euro) 3) 14949 w 2261.8w 2613.4w 2336.3w 2867.1w 3262.6w
External trade in goods Note 2008 2015 2016 2017 2018 2019
Value of imports: all goods, all partners (million euro) 4 664 5801 6177 6 825 7676 8 463
Value of exports: all goods, all partners (million euro) 2 698 4088 4 390 5007 5873 6 424
Trade balance: all goods, all partners (million euro) - 1967 -1714 -1786 -1818 -1804 -2040
Terms of trade (export price index / import price index * 100) (number) 4) 100.8 sw 100.0 sw 96.6 sw 95.3 sw 94.9 sw :
Share of exports to EU-27 countries in value of total exports (%) 63.6s 76.0s 78.8 s 79.7 s 80.3s 78.5s
Share of imports from EU-27 countries in value of total imports (%) 49.2's 524s 51.3s 52.8s 529s 50.8 s
Demography Note 2008 2015 2016 2017 2018 2019
Crude rate of natural change of population (natural growth rate): number of births minus 1.9 1.3 1.2 0.7 0.8 - 03
deaths (per thousand inhabitants)

Infant mortality rate deaths of children under one year of age (per thousand live births) 9.7 8.6 11.9 9.2 5.7 5.6
Life expectancy at birth: male (years) 72.4 73.5 73.4 74.1 74.6 74.7
Life expectancy at birth: female (years) 76.5 77.4 77.5 77.9 78.8 78.6
Labour market Note 2008 2015 2016 2017 2018 2019
Economic activity rate for persons aged 20-64: proportion of the population aged 20-64 that 69.4 70.2 69.6 70.3 70.4 71.5

is economically active (%)

*Employment rate for persons aged 20-64: proportion of the population aged 20—64 that are 46.3 51.9 53.3 54.8 56.1 59.2

in employment (%)
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Male employment rate for persons aged 20-64 (%) 56.2 61.5 63.7 65.6 66.6 69.7
Female employment rate for persons aged 20-64 (%) 36.2 42.1 42.5 43.7 45.2 48.4
Employment rate for persons aged 55—64: proportion of the population aged 55-64 that are 317 40.1 40.7 414 42.7 45.1
in employment (%)

Employment by main sectors

Agriculture, forestry and fisheries (%) 179s 16.6 s 16.2 s 15.7 s 139s
Industry (%) 23.4s 23.1s 23.3s 239s 24.1s
Construction (%) 7.1s 7.2s 7.2s 74s 7.0s
Services (%) 516s 53.0s 53.2s 52.9s 55.0s
People employed in the public sector as a share of total employment, persons aged 20-64 : : : : :
(%)

People employed in the private sector as a share of total employment, persons aged 20-64

(%)

Unemployment rate: proportion of the labour force that is unemployed (%) 33.8 26.1 23.7 22.4 20.8 17.3
Male unemployment rate (%) 33.5 26.8 24.4 22.8 21.3 16.5
Female unemployment rate (%) 34.2 25.1 22.8 21.8 19.9 18.4
Youth unemployment rate: proportion of the labour force aged 15-24 that is unemployed (%) 56.4 47.3 48.2 46.7 45.4 35.6
Long-term unemployment rate: proportion of the labour force that has been unemployed for 28.7 w 21.3 19.1 17.4 155 12.4
12 months or more (%)

Unemployment rate for persons (aged 25—-64) having completed at most lower secondary 40.0 29.9 28.8 25.6 23.1 23.7
education (ISCED levels 0-2) (%)

Unemployment rate for persons (aged 25-64) having completed tertiary education (ISCED 18.7 18.9 17.6 17.1 16.6 13.3
levels 5-8) (%)

Social cohesion Note 2008 2015 2016 2017 2018 2019
Average nominal monthly wages and salaries (national currency) 16 096 w 21906 w 22342 w 22928 w 24 276 w 25213 w
Index of real wages and salaries (index of nominal wages and salaries divided by the inflation 80w 98 w 100 w 101 w 106 w 109 w
index) (2016 = 100)

GINI coefficient 34 34 32 32 31
Poverty gap : 33.1 32.9 37.3 37.7 32.0
*Early leavers from education and training: proportion of the population aged 18-24 with at 19.6 114 9.9 8.5 7.1 7.1
most lower secondary education who are not in further education or training (%)

Standard of living Note 2008 2015 2016 2017 2018 2019
Number of passenger cars relative to population size (humber per thousand population) 128.0 185.0 190.0 194.0 200.0 205.0
Number of mobile phone subscriptions relative to population size (number per thousand 5) 12234w 1005.9w 989.9 w 968.3 w 935.9 w 924.8 w
population)

Mobile broadband penetration (per 100 inhabitants) 5) 545w 57.4w 61.1w 60.9 w 65.1w
Fixed broadband penetration (per 100 inhabitants) 5) 18w 18w 19w 19w 22w
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Infrastructure Note 2008 2015 2016 2017 2018 2019
Density of railway network (lines in operation per thousand km?) 1) 27.5 sw 275s 26.9s 26.9s 26.9s 26.9s
Length of motorways (kilometres) 237 259 259 259 287 335
Innovation and research Note 2008 2015 2016 2017 2018 2019
Public expenditure on education relative to GDP (%) : : : : : :
*Gross domestic expenditure on R&D relative to GDP (%) 7) 0.22 sw 0.44 0.44 0.35 0.36 0.37
Government budget appropriations or outlays on R&D (GBAORD), as a percentage of GDP :

(%)

Percentage of households who have internet access at home (%) 29.0 69.0 75.0 74.0 79.0 82.0
Environment Note 2008 2015 2016 2017 2018 2019
*Index of greenhouse gas emissions, CO; equivalent (1990 = 100) 6) 84.8w 70.3 w 65.4 w : : :
Energy intensity of the economy (kg of oil equivalent per 1 000 euro GDP at 2015 constant 388.5 293.3 290.0 293.0 267.2 284.1
prices)

Electricity generated from renewable sources relative to gross electricity consumption (%) 13.8 21.7 24.1 24.8 24.8 23.8
Road share of inland freight transport (based on tonne-km) (%) 84.3w 96.0 w 96.9 w 96.4 w 97.2 w 96.7 w
Energy Note 2008 2015 2016 2017 2018 2019
Primary production of all energy products (thousand TOE) 1647 1271 1121 1166 1148 1143
Primary production of crude oil (thousand TOE) 0 0 0 0 0 0
Primary production of solid fuels (thousand TOE) 1378 876 745 849 800 860
Primary production of gas (thousand TOE) 0 0 0 0 0 0
Net imports of all energy products (thousand TOE) 1404 s 1395s 1590 s 1553s 1514s 1664 s
Gross inland energy consumption (thousand TOE) 3032 2661 2706 2763 2593 2844
Gross electricity generation (GWh) 6311 5 646 5630 5 600 5607 5870
Agriculture Note 2008 2015 2016 2017 2018 2019
Agricultural production volume index of goods and services (at producer prices) (2010 = 100) 97.6 w 106.4 w 1122w 99.9w 111.8w :
Utilised agricultural area (thousand hectares) 1064.4 1264.4 1267.1 1266.0 1264.1 1264.6
Livestock numbers: live bovine animals (thousand heads, end of period) 253.5w 253.0 255.0 255.0 256.0 219.0
Livestock numbers: live swine (thousand heads, end of period) 246.9 w 195.0 203.0 202.0 196.0 136.0
Livestock numbers: live sheep and live goats (thousand heads, end of period) : 822.0s 825.0s 832.0s 844.0s 771.0s
Raw milk available on farms (thousand tonnes) : 4174 w 477.4 462.2 478.5 456.1
Harvested crop production: cereals (including rice) (thousand tonnes) 615.1 483.8 640.9 447.7 598.3 563.1
Harvested crop production: sugar beet (thousand tonnes) 0.0 0.0 0.0 0.0 0.0 0.0
Harvested crop production: vegetables (thousand tonnes) 581.8 844.9 810.0 769.6 792.9 772.7
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Source: Eurostat and the statistical authorities in North Macedonia

: = not available

d = definition differs

e = estimated value

p = provisional

s = Eurostat estimate

w = data supplied by and under the responsibility of the national statistical authority and published on an "as is" basis and without any assurance as regards
their quality and adherence to EU statistical methodology

* = Europe 2020 indicator

** = Macroeconomic Imbalance Procedure (MIP) indicator

Footnotes:

1) Datais harmonised with the surface area in the Register of territorial units that is maintained by Agency for Real Estate Cadastre, as the official source of the
surface areas of the territorial units in the country.

2) Data cover bilateral over-night transactions. The interest rates are calculated as weighted averages.

3) End of year (31 December).

4) Laspeyres unit value index. 2015 = 100.

5) Source: Agency for electronic communications (AEC).

6) Part of the greenhouse gas inventory prepared in the context of the Third National Communication (UNFCCC).

7) Total expenditures for R&D as published in statistical reviews for R&D activity.
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