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1. INTRODUCTION
1.1. CONTEXT

Implementation of the Stabilisation and Association Agreement (SAA) between North
Macedonia and the European Union, which entered into force in April 2004, continued. Since
2009, the Commission has continuously recommended that the Council open accession
negotiations with North Macedonia, a candidate country since 2005. In March 2020, the
European Council endorsed the Council’s decision to open accession negotiations with North
Macedonial. On 19 July 2022, the first Intergovernmental Conference on accession
negotiations took place with North Macedonia, following the approval of the Negotiating
Framework by the Council. The Commission immediately launched the analytical review of
the EU acquis (screening) process, which is the first step in the negotiating process.

The authorities have continued to demonstrate, including publicly, their commitment to
advancing on their EU path. North Macedonia has also fully aligned with the EU positions on
the war in Ukraine, demonstrating thereby once more that it is a reliable partner. The
country’s existing challenges have been exacerbated by the impact of the COVID-19
pandemic and by new risks stemming from Russia’s aggression against Ukraine, including
high energy, commodity and food prices, combined with supply-chain disruptions. North
Macedonia has taken measures to mitigate the impact of the war.

1.2. SUMMARY OF THE REPORT?

The reporting period was characterised by intense efforts, which led to the start of the
accession negotiation process. The holding of the first Intergovernmental Conference in July
2022 was a historic moment and marked a new phase in the EU accession process for North
Macedonia. This was a clear recognition of the determination of North Macedonia to
implement EU related reforms.

On the political criteria, North Macedonia continued its efforts to strengthen democracy and
the rule of law, despite some challenges. The country has shown its commitment to
continuing to deliver results in key areas of the fundamentals. Local elections took place in
October 2021. The Office for Democratic Institutions and Human Rights of the Organisation
for Security and Cooperation in Europe (OSCE/ODIHR) assessed that they were competitive
and fundamental freedoms were widely respected. However, limited progress was made over
the reporting period in addressing the outstanding recommendations made by the
OSCE/ODIHR and the Venice Commission. As mentioned in the previous reports, the
electoral legislation should be comprehensively reviewed to address existing inconsistencies
and the relevant laws need to be adopted in a timely, inclusive and transparent manner, well
before the next elections. In this regard, the authorities need to step up their efforts and show
political will to further improve the electoral process.

The work of Parliament was marred by political polarisation, which delayed the adoption of
many pieces of legislation. Following intense debates, Parliament adopted conclusions on the
proposal which paved the way for the opening of accession negotiations. Parliament needs to

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

2 This report covers the period from June 2021 to June 2022. It is based on input from a variety of sources,
including contributions from the government of North Macedonia, the EU Member States, European Parliament
reports and information from various international and non-governmental organisations. This also includes the
results of comparative assessments and indices produced by other stakeholders, in particular in rule of law.

The report uses the following assessment scales to describe the state of play: early stage, some level of
preparation, moderately prepared, good level of preparation and well advanced. To describe progress made
during the reporting period, it uses the following scale: backsliding, no progress, limited progress, some
progress, good progress and very good progress. Where appropriate, also interim steps have been used.
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play an active and positive role in the EU accession negotiation process. Joint and prompt
efforts by all parties are needed as a matter of priority to strengthen Parliament’s role as a
forum for constructive political dialogue, particularly on the EU reform agenda. Parliament
and government committed to launch and achieve as a matter of priority the relevant
constitutional changes, with a view to including in the Constitution citizens who live within
the borders of the state. Proper planning and consultations are necessary to limit the use of
fast-track procedures in order to allow for effective scrutiny of and consultation on legislation.
Oversight of the executive through parliamentary questions to ministers should be conducted
on a more regular basis. The proposals for internal reform of Parliament agreed during the
third round of the ‘Jean Monnet Dialogue’ in early 2020 should be implemented without
further delay. Criminal responsibility for those who orchestrated or committed violence in the
attack on Parliament on 27 April 2017 continued to be established, including with second
instance verdicts. The government continued to work on the EU reform agenda and on
addressing the consequences of the COVID-19 pandemic and of the war in Ukraine. Decisive
efforts are needed to build momentum for reforms and move forward on the EU accession
negotiation process. Particular focus is needed on ensuring the effective implementation of
existing legislation rather than launching ad hoc initiatives. Inter-ethnic relations remained
stable and the Ohrid Framework Agreement continued to be implemented.

Civil society organisations (CSOs) continue to operate in an enabling environment, including
with the adoption of the strategy of cooperation with and development of civil society 2022-
2024. Civil society continued to play an important role in decision-making processes and in
monitoring the activities of the state. However, efforts are needed to improve transparency in
policymaking and the inclusiveness of consultation processes. The legal and financial
frameworks still need to be improved and implemented in practice.

North Macedonia implemented a comprehensive reform of its intelligence services.
However, the country needs to strengthen its capacity for parliamentary oversight over the
intelligence services.

North Macedonia remains moderately prepared in terms of its public administration reform.
It made limited progress in implementing last year’s recommendations. It adopted the new
2022-2025 public financial management reform programme. However, the adoption of the
legislation on organisation and operation of state administrative bodies and the new legal
framework for human resources management (revision of the Law on Administrative Servants
and the Law on Public Service Employees and a new Law on Top Management Service) have
been delayed. The new framework aims to improve the management of human resources
across the administration and provide greater assurance for merit-based recruitment,
promotion and dismissal, including at senior management level. The new organic budget law
was adopted in September 2022. The State Commission for Prevention of Corruption has
been proactive in addressing cases of nepotism, cronyism and political influence in the
process of recruiting public sector employees and in appointing members of supervisory and
management boards.

The judicial system of North Macedonia has achieved some level of preparation / is
moderately prepared. Some progress was achieved in the field of the judiciary, through the
steady implementation of the judicial reform strategy, thereby addressing the
recommendations made by the Venice Commission and the Senior Experts’ Group on
systemic rule of law issues. The preparation of a new judicial reform strategy has started, in
an inclusive manner, building upon the lessons learnt from the previous one. Implementation
of the updated action plan on the judicial reform strategy has continued but needs to become
more systematic. The judiciary has demonstrated its commitment to protect its integrity and
independence. The pace of implementation of the human resources strategies for the judiciary
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and prosecution services needs to be stepped up. Judicial institutions have implemented
consistently the new rules for the appointment, promotion, discipline and dismissal of judges
and prosecutors. Promotions in the higher courts faced a delay and scheduled retirements
further decreased the number of judges and prosecutors. The Judicial Council and the
Council of Public Prosecutors continued implementing the strategic plans. Any new draft law
on the Academy for Judges and Prosecutors should maintain the Academy as the sole entry
point to the judiciary and prosecution and should ensure that access to these professions is fair
and transparent. Work was undertaken to upgrade the software system aiming at putting into
practice the provisions of the Law on case flow management for automatic and random
distribution of cases in the courts, through the automated court case management information
system (ACCMIS).

The country has achieved some level of preparation / is moderately prepared in the prevention
and fight against corruption. Some progress has been made as the country continued to
consolidate its performance on investigating, prosecuting and trying several corruption cases,
including at a high level. The cases initiated by the former Special Prosecutor’s Office (SPO)
continued to move forward, establishing accountability for the illegal wiretaps. A number of
cases were subject to first-instance rulings. In line with previous years’ recommendations, the
State Commission for the Prevention of Corruption (SCPC) has been proactive in providing
policy guidance to public institutions on preventing corruption and it opened several cases,
including cases against high-level officials. The conclusions of its regular reports should be
addressed in full. Efforts to improve the functioning of the SCPC should continue with a
further allocation of financial and human resources. Additional human and financial resources
should be made available to the Public Prosecution Office, investigative centres and law
enforcements units in charge of investigating corruption. Sectors most vulnerable to
corruption require targeted risk assessments and dedicated actions.

North Macedonia has some level of preparation in the fight against organised crime. It has
made some progress, mainly in operational cooperation with international partners, as well as
in improving the coordination of activities to combat organised crime. More needs to be done
to improve the effectiveness of law enforcement in fighting certain forms of crime, such as
money laundering and financial crimes. The investigative centres at the Basic Public
Prosecution Office need to be strengthened to achieve their objectives of increasing the
efficiency of investigations and improving coordination between prosecutors, the police and
other relevant bodies.

Some progress has been made in the fight against terrorism and preventing/countering
violent extremism in line with the objectives set out in the joint action plan on counter-
terrorism for the Western Balkans and the bilateral implementing arrangement. A national
strategy for the prevention of money laundering and financing terrorism (2021-2023) was
adopted in 2021. Work should continue on reintegration and resocialisation of returnees as
well as on de-radicalisation in prisons.

The legal framework on the protection of fundamental rights is largely in line with European
standards. The deinstitutionalisation process is progressing with the resettlement of persons
with disabilities to community-based care. The Ministry of Labour and Social Policy
continues to invest in community services, including support for victims of gender-based
violence. It is of particular importance to implement all the provisions of the Law on
prevention and protection from violence against women and domestic violence. Continued
improvements can be noted in gender mainstreaming and respect for women’s rights. The
recommendations made by the European Committee for the Prevention of Torture regarding
the treatment of detainees and convicts were not adequately addressed. Implementation of the
legislation on hate speech and of the national action plan for the Istanbul Convention’s
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provisions needs to be improved. The civilian external oversight mechanism over the police is
still not fully functional and it lacks representatives from civil society organisations.

North Macedonia has achieved some level of preparation/ is moderately prepared in the area
of freedom of expression. Overall, it made limited progress during the reporting period to
address the previous recommendations. The general context is favourable to media freedom
and allows for critical media reporting, although there were some tensions during the 2021
local elections. Action on self-regulation of the media should resume and produce practical
results in advancing professional standards of journalism. Greater transparency is needed to
regarding media advertising by state institutions and political parties. The authorities need to
step up their efforts to reform the public service broadcaster, ensuring its independence,
professional standards and financial sustainability. The reform process of the public service
broadcaster, in line with its five-year development strategy, is constrained by delays in
appointing members of its programming council. The council of the Agency for Audio and
Audiovisual Media Services still needs to be appointed. The labour rights of journalists still
need to be addressed.

On regional cooperation, the country maintained good relations with other enlargement
countries and continued its engagement in regional initiatives. Existing bilateral agreements,
including the Prespa Agreement between North Macedonia and Greece as well as the Treaty
of Friendship, Good Neighbourliness and Cooperation with Bulgaria, need to be implemented
in good faith by all parties.

On the economic criteria, North Macedonia has made some progress and has achieved a
good level of preparation in developing a functioning market economy. In 2021, the economy
largely recovered from the COVID-19 pandemic. The government continued to implement
fiscal support measures to help the recovery. Helped by rebounding tax revenue, the fiscal
deficit fell to 5.4 % of GDP in 2021, while debt levels stabilised after rising significantly in
2020. With the rise in food and energy prices accelerating in early 2022, the government
adopted a new set of fiscal measures to contain the negative impact on the economy, though
the fiscal measures could have been better targeted. The central bank tightened its policy
stance in view of rising inflationary pressures. Important policy reforms to improve fiscal
governance and the sustainability of public finances stalled. After long delays, the new
organic budget law, which provides for fiscal rules and a fiscal council, was adopted by the
Parliament in mid-September. The management of public investment needs further
improvement. The banking sector remained sound. Regulatory measures to ease borrowing
requirements were phased out in 2021. The business environment continues to be held back
by the large size of the informal economy and by slow progress in streamlining para-fiscal
charges.

North Macedonia has made some progress and is moderately prepared to cope with
competitive pressure and market forces within the EU. Integration with the EU in trade and
investment remained at a high level in 2021, in spite of lockdowns and disruptions of supply
chains domestically and in trade partner countries. The share of high-value products in
exports increased further. There was further progress towards improving vocational
educational training, but major skills shortages persist to meet labour market needs, entailing
a long school-to-work transition. These issues, as well as large gaps in transport and energy
infrastructure, low investment and innovation spending are holding back the country’s
potential for growth. The digitalisation of the economy is advancing, but the competitiveness
of domestic businesses could be improved through a wider offering of public e-services.

As regards its ability to assume the obligations of membership, North Macedonia is
moderately prepared in most of the areas covered by Cluster 2 on the internal market,
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namely the free movement of goods, services and capital, intellectual property, competition
policy, financial services and consumer and health protection. The country has achieved a
good level of preparation on company law, although it is still at an early stage on freedom of
movement for workers. In the reporting period, North Macedonia made good progress on free
movement of capital and some progress on company law and financial services. No progress
was made on competition policy. Overall, more progress is needed in the coming year in the
areas covered by this cluster as it will feed into North Macedonia’s preparations to meet the
requirements of the EU’s internal market. Work on this cluster is highly relevant for the
development of the Common Regional Market.

Overall, North Macedonia is moderately prepared in most of the areas covered by Cluster 3
on competitiveness and inclusive growth, including in digital transformation and media,
taxation, enterprise and industrial policy, education and culture and economic and monetary
policy. It has achieved a good level of preparation in science and research and in the customs
union. Some progress was made in most of the areas covered by this cluster. Good progress
was made in the area of economic and monetary policy, following the adoption of the Organic
Budget Law in September 2022. More efforts are needed, however, particularly in areas
where limited progress was made, such as digital transformation and media as well as
education and culture.

On Cluster 4 on the Green Agenda and sustainable connectivity, North Macedonia has
achieved a good level of preparation in trans-European networks. The country is moderately
prepared on transport policy and energy and has achieved some level of preparation on
environment and climate change. Some progress was made in the areas of environment and
climate change. Substantial efforts are needed in the areas where limited progress was made
such as in energy, transport policy and trans-European networks. The country needs to
accelerate the implementation of the Economic and Investment Plan and of the Green Agenda
for the Western Balkans over the upcoming period.

North Macedonia is moderately prepared in most areas of Cluster 5 on resources,
agriculture and cohesion. It has achieved a good level of preparation in the area of food
safety, veterinary and phytosanitary policy and is at an early stage of preparation in financial
and budgetary provisions. Over the reporting period, some progress was made in agriculture
and rural development and in food safety, veterinary and phytosanitary policy. However,
further efforts are needed, in particular in areas where limited or no progress was made, such
as in fisheries, financial and budgetary provisions, and in regional policy and the coordination
of structural instruments.

Concerning Cluster 6 on external relations, North Macedonia is moderately prepared in the
area of external relations and has reached a good level of preparation with regard to the
common foreign and security policy. The country made limited progress during the reporting
period on common commercial policy. North Macedonia has made very good progress by
fully aligning with the EU common foreign and security policy, following Russia’s aggression
against Ukraine. By doing so, North Macedonia has shown it can be a reliable partner.

North Macedonia remains one of the main transit routes for migration movement. The country
continues to play a constructive role in the management of mixed 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 in the country continued. The registration of
migrants and adequate protection-sensitive profiling remains a priority and needs to be carried
out in a more systematic manner. In August 2022, the Commission negotiated a status
agreement with North Macedonia that would allow the European Border and Coast Guard



Agency (Frontex) to deploy the European Border and Coast Guard standing corps to the
country. The agreement is expected to be signed before the end of the year. The country
should take a more systematic approach to fighting the smuggling of migrants.

2. CLUSTER 1: THE FUNDAMENTALS OF THE ACCESSION PROCESS

2.1. FUNCTIONING OF DEMOCRATIC INSTITUTIONS AND PUBLIC ADMINISTRATION
REFORM

2.1.1. Democracy

The reporting period was characterised by intense efforts, which led to the start of the
accession negotiation process. The holding of the first Intergovernmental Conference in July
2022 was a historic moment and marked a new phase in the EU accession process for North
Macedonia. This was a clear recognition of the determination of North Macedonia to
implement EU related reforms. The country continued its efforts to improve democracy and
the rule of law, despite some challenges.

Elections

Overall, the legal framework remains conducive to the organisation of democratic elections.
However, limited progress has been made over the reporting period in addressing and
implementing the outstanding recommendations made by the OSCE/ODIHR and the Venice
Commission. As mentioned in previous reports, the electoral legislation should be
comprehensively reviewed to address existing inconsistencies and the relevant laws need to
be adopted in a timely, inclusive and transparent manner, well before the next elections. In
this regard, the authorities need to step up their efforts and show political will to further
improve the electoral process.

Local elections took place on 17 and 31 October 2021. Overall, VMRO-DPMNE? won 42
mayoral posts (against five in 2017) and SDSM* won 16 (against 57 in 2017). The ethnic
Albanian parties broadly retained their positions won in 2017. Only two women were elected
as mayors. Political parties should take further steps to encourage the participation of women
in the electoral process.

According to the final report by the OSCE/ODIHR, the elections were competitive and
fundamental freedoms were widely respected. However, there are still numerous gaps and
inconsistencies in the electoral legal framework. The frequent and often unaligned changes to
the Electoral Code, which were adopted in a hasty manner and just prior to elections, are
contrary to international good practices. Candidates could campaign freely, but negative
rhetoric, frequently targeting women, was noted. While the voting procedures were generally
respected, frequent issues were identified with the use of biometric identification devices.

A comprehensive reform of electoral legislation, in line with all outstanding OSCE/ODIHR
recommendations and following a broad consultative process, needs to be finally completed
well in advance of the next elections. The accuracy of the voter register should be improved
through systematic data updates.

In both rounds of the local elections, the State Election Commission met most legal
deadlines, despite the short timeframe to adapt to the amendments to the Electoral Code
adopted in September 2021. The State Election Commission needs to be allocated the
necessary resources in a timely manner to carry out its mandate efficiently and independently.

3 Internal Macedonian Revolutionary Organisation — Democratic Party for Macedonian National Unity
4 Social Democratic Union of Macedonia




Parliament

The work of Parliament was marred by political polarisation, which delayed the adoption of
many pieces of legislation. Following intense debates, Parliament adopted conclusions on the
proposal which paved the way for the opening of accession negotiations. The Parliament
needs to play an active and positive role in the EU accession negotiation process. Joint and
prompt efforts by all parties are needed as a matter of priority to strengthen Parliament’s role
as a forum for constructive political dialogue, particularly on the EU reform agenda. Proper
planning and consultations are needed to limit the use of fast-track procedures in order to
allow for effective scrutiny of and consultation on legislation. Oversight of the executive
through parliamentary questions to ministers should be conducted on a more regular basis.
Parliament should implement without further delay the proposals for internal reform agreed
during the third round of the ‘Jean Monnet Dialogue’ in early 2020. Criminal responsibility
for those who orchestrated or committed violence in the attack on Parliament on 27 April
2017 continued to be established. Some political parties took steps to improve their internal
democracy. Further efforts are needed to increase the transparency of the funding of political
parties.

Following the replacement of Members of Parliament, who became mayors after the 2021
local elections, and ministers after the restructuring of the government in January 2022, the
number of women Members of Parliament (50 out of 120, i.e. 42%) increased by three and is
now the highest ever. The number of MPs from the non-majority communities remained
unchanged (42 out of 120, i.e. 35%). Alternativa joined the ruling coalition in January 2022,
while BESA moved to the opposition — see Governance.

After difficult and tense debates, Parliament adopted in July 2022 the proposal that paved the
way for the start of the EU accession negotiations. As a negotiating country, North Macedonia
has new opportunities and responsibilities. In this regard, Parliament has an important role to
play in the EU accession negotiation process. The governing coalition and opposition need
to work together constructively within Parliament and focus on concrete steps in the
negotiation process, including by taking forward EU related reforms in the interests of
citizens. Over the reporting period, Parliament has remained the main forum for political
dialogue. In March 2022, Parliament adopted with cross-party consensus a Declaration
Condemning Military Acts which Jeopardise the Territorial Integrity and Sovereignty of
Ukraine. The opposition supported several laws and a set of economic measures to address the
consequences of COVID-19. The National Council for EU Integration, chaired by the
opposition, has the responsibility for securing broad consensus on the EU agenda. It held
three sessions during the reporting period.

However, the work of Parliament was marred by persisting polarisation between the ruling
parties and the opposition, which escalated into disruptions and attempted physical altercation
on some occasions. Since May 2022, VMRO-DPMNE started an ‘active blockage’ of
Parliament. Following the opening the accession negotiation process, the main opposition
party submitted in September 2022 to Parliament an initiative for a referendum about the law
on ratification of the Treaty of Friendship, Good Neighbourliness and Cooperation between
Bulgaria and North Macedonia. This initiative was rejected by the Speaker. Controversies
surrounding the composition of the Committee on Issues of Elections and Appointments
delayed the work of that committee and of other committees. A lack of consensus further
delayed important appointments of four new judges of the Constitutional Court, five deputy
ombudspersons, two members of the Council of Public Prosecutors, members of the
programme council of the public service broadcaster and the council of the Agency for Audio
and Audiovisual Media Services, and a member of the Commission for Protection and




Prevention against Discrimination. Appointments to these positions must be based on merit
and not on political grounds.

Challenges remain in terms of planning the law-making process more efficiently. In 2021,
Parliament adopted 213 laws, of which 113 were under the regular legislative procedure, 81
under shortened procedure and 19 ratifications. The opposition challenged the use of the ‘EU
flag’ procedure, a fast-track procedure aiming at aligning legislation with the EU acquis, and
it blocked several draft laws at the level of committees. The number of laws adopted in
shortened procedure decreased slightly but remains still high. These need to be significantly
limited as they reduce opportunities for inclusive legislative processes and meaningful debates
—see 2.1.2. Public Administration Reform.

Parliament oversight of the executive continued with seven sessions for parliamentary
questions in 2021. Such sessions were halted prior to the October 2021 local elections and
resumed only in April 2022, more than three months after the new government took office.
Two motions of no confidence in ministers of the former government were not debated as
new ministers took on those portfolios. The plenary and relevant committees discussed the
annual reports of regulatory, monitoring and supervisory bodies.

There was no significant progress in implementing the commitments made during the third
round of the ‘Jean Monnet Dialogue’ in early 2020. These include amending the rules of
procedures, including on the constitutive session, greater governmental oversight, public
hearings, the parliamentary calendar and procedures for EU-flagged laws. While the working
group on the ‘Jean Monnet Dialogue’ met twice in 2021 and one more time in 2022 to discuss
the implementation of the commitments made, limited progress has been made and the Rules
of Procedure remain unchanged. The process should be completed without further delay to
ensure a better functioning of Parliament.

As regards the protection of human rights and fundamental freedoms, Parliament approved
with cross-party support the new organisation of the Ombudsman’s Office. The Club of
Women MPs and inter party parliamentary groups on youth, LGBTIQ, people with
disabilities and Roma implemented numerous activities in close cooperation with relevant
civil society organisations. Parliament and government committed to launch and achieve as a
matter of priority the relevant constitutional changes, with a view to including in the
Constitution citizens who live within the borders of the state.

Work continued to establish the accountability for the violent attacks in Parliament in April
2017. The Court of Appeals in Skopje upheld first instance sentences for those who
committed violence.

Efforts should continue to improve the efficiency of the democratic system, including
transparency on the funding of political parties, to address the recommendations made by
the Group of States against Corruption (GRECO). See Chapter 23 — Judiciary and
fundamental rights. Political parties should also improve their internal democratic processes.
SDSM® held direct elections for a party leader for the second time.

Governance

The government continued to work on the EU reform agenda and on addressing the
consequences of the COVID-19 pandemic and of the war in Ukraine. Decisive efforts are
needed to build momentum for reforms and move forward on the EU accession negotiation
process. Work should focus on ensuring that the existing legislation is implemented
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effectively rather than launching ad hoc initiatives. Inter-ethnic relations remained stable and
the Ohrid Framework Agreement continued to be implemented.

In January 2022, 62 of 120 Members of the Parliament supported the new government, led by
a new Prime Minister. The new ruling coalition is composed of SDSM (together with its
electoral coalition partners from smaller parties), DUI®, Alternativa and DPA’. In the
government, 19% of ministers, 12% of deputy ministers and 36% of state secretaries are
women.

The main priorities of the government programme for 2022-2024 focus on sustainable
economic growth, social inclusion and human capital development, rule of law and good
governance, promoting democracy and freedom as well as NATO and EU integration.

Following the start of the EU accession negotiations process, government adopted in
September the Structure for Negotiation, led by the Chief Negotiator. It is important to
ensure that this structure functions smoothly and effectively, while including the relevant
stakeholders in a transparent and inclusive manner.

The inter-ethnic situation remained calm overall. The Committee on Inter-Community
Relations accelerated its efforts to improve inter-ethnic relations by holding regular sessions
despite the COVID-19 pandemic, and by implementing intercultural activities between
students from different ethnic communities. The 2001 Ohrid Framework Agreement, which
fosters the multi-ethnic character of the society, continued to be implemented.

The country needs to finalise the reform process of the local self-government system. The
amendments to the law on financing local self-government units aim at securing additional
financial resources for municipalities and strengthening public finance management at local
level. Building on this, the government should progress with the overall reorganisation of
competencies between the central and the subnational level. Municipalities have encountered
severe financial difficulties as a result of inflation and increased energy costs. The
polarisation between municipalities, mostly led by the opposition after the October 2021 local
elections, and the government has complicated the negotiations to agree on measures to
address this issue.

Civil society

Civil society organisations (CSOs) continue to operate in an enabling environment, aided by
the adoption of the strategy of cooperation with and development of civil society 2022-2024.
Civil society continued to play an important role in decision-making processes and in
monitoring the activities of the state. However, efforts are needed to improve transparency in
policymaking and the inclusiveness of consultation processes. The legal and financial
frameworks still need to be improved and implemented in practice.

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

Civil society has played an essential role by monitoring government policies and providing
important information for both citizens and state institutions. Civil society organisations
continued to promote human rights and fundamental freedoms by being steadfast in their roles
as watchdogs and through their involvement in policy-making. Despite the negative economic
and social impact of the COVID-19 pandemic, civil society organisations have demonstrated
a unified response in supporting activities to provide assistance to people in need.

8 Democratic Union for Integration
7 Democratic Party of Albanians
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The Council for Cooperation between the Government and Civil Society continues to be the
main structural channel for consulting and involving civil society in policy dialogue and
decision-making. However, further efforts are needed to involve civil society in policy and
structural policy-making in a more inclusive and transparent manner. The representatives of
the civil society organisations have boycotted the work of the Council since March 2022. The
authorities did not reinstate standard allocations for state funding of the annual programme for
cooperation with civil society in the supplement to 2022 state budget.

The strategy for cooperation with and development of civil society 2022-2024, adopted in
December 2021, aims to improve the legal and institutional environment for civil society,
with an adequate financial framework for activities of CSOs and a sound state-funding model.
An effective monitoring framework is needed to implement the strategy. Local authorities are
encouraged to involve civil society organisations in policy-making processes.

Civilian oversight of the security/intelligence sector

Parliamentary oversight of the intelligence services was exercised more regularly, but further
work is needed to improve efficiency. The relevant committees carried out inspections of the
institutions of the security sector. However, the delay in employing the technical experts
impeded the performance of the Committee on Interception. The Civilian Oversight Council
is not fully functional and needs to be allocated sufficient administrative and financial
resources to carry out its mandate, as a matter of urgency.

2.1.2 Public administration reform

North Macedonia remains moderately prepared in terms of its public administration reform.
It made limited progress in implementing last year’s recommendations. It adopted the new
2022-2025 public financial management reform programme. However, the adoption of the
legislation on organisation and operation of state administrative bodies and the new legal
framework for human resources management (revision of the law on administrative servants
and the law on public service employees and a new law on top management service) have
been delayed. The new framework aims to improve the management of human resources
across the administration and provide greater assurance for merit-based recruitment,
promotion and dismissals, including at senior management level. The new organic budget law
was adopted in September 2022. The State Commission for Prevention of Corruption has
been proactive in addressing cases of nepotism, cronyism and political influence in the
process of recruiting public-sector employees and in the process of appointing members of
supervisory and management boards.

As last year’s recommendations were not sufficiently addressed, they remain valid. In the
coming period, the country should, in particular:

— adopt the law on administrative servants, the law on public service employees and the law
on top management service and start their implementation;

— adopt the law on organisation and operation of state administrative bodies and related
secondary legislation in line with the recommendations for the new organisation of state
administrative bodies and start their implementation;

— ensure full implementation of the law on general administrative procedures with a focus
on electronic exchange of documents.

Strategic framework for public administration reform

Implementation of the 2018-2022 public administration reform strategy and its monitoring
and reporting continued with some delays. Only some of the planned activities were fully
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implemented. The 2018-2021 public financial management reform programme ended in
December 2021. In June 2022, the government adopted a new programme for the period
2022-2025.The high-level Public Administration Reform Council and the Public Financial
Management Council continued to provide both political support for and supervision of
reforms. The Ministry of Information Society and Administration still lacks a properly staffed
public administration department to drive the reforms at technical level. Efforts to improve
managerial accountability (see Chapter 32 — Financial control) should be further enhanced.
Implementation of both strategies continues to depend largely on donor funding. However,
the annual budget allocation for the public administration reform increased noticeably.

Policy development and coordination

The legal framework and the institutional structures provide for a coherent policy-making
system and include, an electronic system for strategic planning and preparation of the
government’s annual work plan. Efforts continued to clarify the responsibilities of some
policy-making institutions and ensure their proper functioning and in streamlining reporting
lines. Medium-term budgetary planning and fiscal policies are consistent with the
government’s strategic priorities. The government adopted a new methodology for preparing,
monitoring and reporting on sector strategies in May 2022 with the aim of strengthening
policy planning. The General Secretariat’s central coordination and quality control role
remains insufficient. The new 2021-2025 National Programme for the Adoption of the Acquis
was adopted in June 2021, reflecting the revised enlargement methodology. No report has
been published on its implementation yet. Progress in EU-related reforms is addressed as a
pre-agenda item at each government session.

Evidence-based policy and legislative development continue to be partially ensured. There
are still institutions that have not digitalised their registers, which hinders the quality of
administrative data. The sharing of administrative data needs to be expanded and simplified in
order to be more consistently used in the decision-making process. Regulatory impact
assessments continued to be formally used for all laws that the government sent to Parliament
in regular procedure, but not for the laws that were adopted in shortened procedure. All
regulatory impact assessments, irrespective of the legislative procedure, should be sent to
Parliament. Efforts are ongoing to improve the use and quality of regulatory impact
assessments, in particular budgetary impact assessments. The Ministry of Information Society
and Administration, which is responsible for the process, should strengthen its capacity to
carry out more effective and consistent quality control. The national electronic consultation
system allows for the inclusive participation of all stakeholders in public consultations.
However, quality control and follow-up to the public consultation process needs to be further
improved. The share of laws adopted under shortened procedures fell slightly, to 38% in 2021
(see 2.1.1. Democracy). These laws did not undergo a proper public consultation process and
were not regularly accompanied by impact assessments. The quality of legislative drafting
needs to be improved. Frequent legislative amendments create legal uncertainty and impede
proper implementation. The use of the ‘EU flag’ procedure needs to be consistent and clearly
linked to laws that aim primarily at aligning national law with the EU acquis (see 2.1.1
Democracy).

Public scrutiny of government work is ensured through government press releases and the
publication of the agendas and minutes of government sessions. Documents adopted at
government sessions are not published. The publication of the 2020 and 2021 annual reports
on the work of the government has also been delayed.
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Public financial management

The national authorities have completed implementation of the 2018-2021 public financial
management reform programme. There were some delays due to the COVID-19 pandemic,
unrealistic planning and the delayed adoption of the organic budget law. The law was finally
adopted in September 2022. The country submitted the 2022-2024 Economic Reform
Programme in good time, which aims to stabilise debt in the medium term by curbing current
expenditure. In June 2022, the government adopted a new public financial management
programme for the period 2022-2025 (see also Chapter 17 — economic and monetary policy).

The Ministry of Finance continued its efforts to improve the transparency of public finance
management. It continued to publish data on the revenue and expenditure of public and state-
owned companies on a quarterly basis. It also launched a new transparency tool on public
debt and published quarterly reports on execution of local government budgets.

The Ministry of Finance must invest further in increasing public participation at every phase
of budget preparation, execution and reporting. Budgetary transparency and public
expenditure effectiveness need to further improve through the efficient implementation of
the new organic budget law as well as the development of an integrated financial management
information system. The System is also foreseen in the 2022-2025 public financial
management reform programme. The 2022-2024 Economic Reform Programme foresees the
development of an integrated tax information system to improve the digitalisation of the
public administration.

Public service and human resources management

North Macedonia needs to adopt the revised law on administrative servants and law on public
sector employees and the new law on top management service, with the aim of ensuring
merit-based recruitment and fair promotions and dismissals at management level.
Amendments to these laws since they were adopted in 2014 have led to inconsistent
application of recruitment and promotion procedures. Contradictory rules in the law on
internal affairs that allow for employees to be excluded from the scope of the law on
administrative servants still apply. The administration still frequently uses procedures to
convert temporary or service employment contracts into permanent contracts. The grounds for
dismissal also need to be made more transparent. A proper follow-up should be ensured to the
recommendations of the State Commission for Prevention of Corruption on improving public-
sector recruitment procedures (see Chapter 23 — Judiciary and fundamental rights).

The Ministry of Information Society and Administration coordinates and monitors the
management of human resources across the public administration. The commitment and
capacity of all the institutions involved need to increase to ensure the systematic application
of relevant legislation. The use of the Human Resources Management Information System by
line institutions increased. The remuneration system is yet to be revised. A number of
institutions still maintain the practice of paying salary supplements although for lower
amounts under the Law on Execution of the 2022 budget.

According to the register of public-sector employees, which does not include staff of
institutions such as the army and law enforcement agencies, as of December 2021, 55.3% of
all public service employees were women. However, women are by far less represented in top
management positions, accounting for 14% of all management staff in June 2022. A resource
centre for gender-responsive policy-making and budgeting was set up in March 2022 in the
Ministry of Labour and Social Policy. Equitable representation of minorities remains
inconsistent across the public sector and across all categories of civil servants. Concerns have
been expressed, including by the State Statistical Office, over the initiative of the Ministry of
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Information Society and Administration to revise the percentage in the formula of the so-
called ‘BalancER’. This is a human resources tool, which determines the proportion of public
employees from each ethnic group. The transfer of employees from the Ministry of Political
System and Relations between Communities to various institutions was not completed, thus
continuing to undermine the principles of merit and effectiveness.

Professional development is not systematic and the government still lacks a centralised
database of all trainings offered by the various institutions. It upgraded the regulations on
integrity in the public service at both central and local level and adopted a methodology for
assessing the risk of institutional corruption in November 2021. The State Commission for
Prevention of Corruption is working on strengthening professional integrity in the
municipalities. Whistle-blower legislation is in place but there is no data on whether and how
whistle-blowers are protected from retaliatory action. According to the annual report of the
State Commission for Prevention of Corruption, the institutions reported 44 whistle-blower
instances in 2021 and sent nine reports directly to the State Commission.

Accountability of the administration

Following the functional review of 139 central government institutions, in March 2022 the
government adopted a report with recommendations and proposals on the reorganisation of
functions per policy area, selecting three institutions in which to run a pilot. The government
is currently working on adopting a new law on state organisation to streamline the
institutional framework, eliminate overlapping competences, improve the administration’s
efficiency and improve the lines of accountability. The delegation of decision-making
authority to middle management both at central and at local level is still limited. Further
efforts are needed to efficiently mainstream managerial accountability across the public
administration (see Chapter 32 - Financial Control).

Legislation provides for scrutiny by independent oversight bodies, in particular the State
Audit Office and the Ombudsperson. However, the effectiveness of these bodies needs to be
improved. There needs to be more systematic follow-up to their findings and
recommendations. Citizens’ right to access public information is enshrined in legislation.
The proactive disclosure of information and datasets on official websites should be further
encouraged, however. The Agency for Protection of Free Access to Public Information
increased its staff and training offers and created two new portals for applicants and
information holders. The COVID-19 pandemic was the main reason for delays in responding
to requests for public information by many institutions.

The legal framework covering citizens’ right to good administration provides for
administrative and judicial reviews. Most of the decisions continue to be based on procedural
considerations and not on merit, which in combination with lengthy procedures, discourages
citizens from pursuing administrative justice. There were delays in enforcing administrative
court rulings by the respective institutions, which were themselves rarely decided on merit.
The legislation gives citizens the right to seek compensation and stipulates the liability of
public authorities in cases of wrongdoing. In 2021, courts awarded compensation for damages
in eight cases.

Service delivery to citizens and businesses

Most administrative services for citizens and businesses are offered both offline and online —
through the national e-portal for service, including facilities for people with special needs.
Efforts are ongoing to upgrade the e-portal to bring in 135 new services in an attempt to
develop a more user-oriented service delivery. The number of both registered users and
completed services on the portal increased in 2021, but remains below expectations. State
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institutions offering services to citizens need to demonstrate more commitment to providing
services through the e-portal. The population register was used to crosscheck the 2021 census
data. The quality of data in the register needs to improve as it is used as the principal register
in the country. The government encouraged all state institutions to use the interoperability
framework to its full potential.

North Macedonia made no progress on simplifying administrative procedures. The law on
general administrative procedures is not yet systematically implemented across the
administration.

2.2. RULE OF LAW AND FUNDAMENTAL RIGHTS
2.2.1 Chapter 23: Judiciary and fundamental rights

The EU’s founding values include the rule of law and respect for human rights. An effective
(independent, high quality and efficient) judicial system and an effectively fighting against
corruption are of paramount importance, as is the respect for fundamental rights in law and
in practice.

North Macedonia has achieved some level of preparation / is moderately prepared to
apply the EU acquis and European standards in this area. Overall, it has made some progress,
including through strengthened judicial independence. Implementation of the judicial strategy
reached its final stage and a new strategy is being prepared. The Law on the Public
Prosecutor’s Office continued to be implemented consistently, thereby ensuring the
accountability for crimes arising from and related to the illegal wiretaps. This resulted notably
in important verdicts in high level cases. The State Commission for the Prevention of
Corruption continues to carry out its mandate proactively. Corruption remains prevalent in
many areas and is an issue of concern. North Macedonia continues to meet its general
obligations on fundamental rights but there are challenges in implementing existing
legislation. The Ombudsman’s Office increased budget has enable it to recruit specialised
staff, in order to better accomplish its role. It is essential to complete the long-drawn
appointment of members of independent and regulatory bodies, based on merit. The
functional independence of the human rights bodies must be guaranteed at all times, including
by allocating sufficient financial resources to enable them to carry out their mandate properly.
The situation in prisons remains dramatic. Systemic solutions to improve detention conditions
should be implemented with the utmost urgency. Freedom of expression and pluralistic
viewpoints continued to thrive, but challenges remain. The country needs a strategy on further
media reforms, elaborated with the support of all relevant stakeholders.

Functioning of the judiciary

The judicial system of North Macedonia has achieved some level of preparation / is
moderately prepared. Some progress was achieved in the field of the judiciary, through the
steady implementation of the judicial reform strategy, thereby further addressing the
recommendations made by the Venice Commission and the Senior Experts’ Group on
systemic rule of law issues. The preparation of a new judicial reform strategy has started, in
an inclusive manner, building upon the lessons learnt from the previous one. Implementation
of the updated action plan on the judicial reform strategy has continued but needs to become
more systematic. The judiciary has demonstrated its commitment to protect its integrity and
independence. The pace of implementation of the human resources strategies for the judiciary
and prosecution needs to be stepped up. Judicial institutions have implemented consistently
the new rules for the appointment, promotion, discipline and dismissal of judges and
prosecutors. Promotions for higher courts faced a delay and scheduled retirements further
decreased the number of judges and prosecutors. The Judicial Council and the Council of
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Public Prosecutors continued implementing the strategic plans. Any new draft law on the
Academy for Judges and Prosecutors should maintain the Academy as the sole entry point to
the judiciary and prosecution and should ensure that access to these professions is fair and
transparent. Work was undertaken to upgrade the software system aiming at putting into
practice the provisions of the Law on case flow management for automatic and random
distribution of cases in the courts, through the automated court case management information
system (ACCMIS).

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

— finish implementing the judicial reform strategy and the updated action plan, with a
specific focus on adopting a new law on civil procedure, in line with European standards
and on preparing the new strategy on judicial reform (for 2023-2027) without delay;

— step up implementation of the human resources strategies for the judiciary and public
prosecution network, and use them as an indicator to forecast upcoming recruitment;

— deploy all the necessary resources to ensure that the automated court case management
information system (ACCMIS) is fully functional and compatible with the new measure
of complexity of court cases and the method for assessing judges and presidents of courts.

Strategic documents

Implementation of the strategy on judicial reform (2017-2022) entered its final phase and an
assessment report on implementation of the strategy was prepared. Its findings will need to
feed into the preparation of the new strategy on judicial reform for the period 2023-2027,
which started in September 2022. The Council for Monitoring the Implementation of Judicial
Reform met twice during the reporting period, in December 2021 and April 2022 and
approved the 2021 annual implementation report. Several legislative measures remain
pending in the Parliament, including a new draft law on civil procedure. The implementation
of the Law on the Public Prosecutor’s Office continued, following its entry into force in 2020.
There was limited progress in implementing the strategies for human resources management
in the courts and in the Public Prosecutor’s Offices.

Management bodies

Parliament elected a new member of the Judicial Council in December 2021. In line with the
method for qualitative assessments of judges and presidents of courts, the Judicial Council set
up commissions to assess candidates for higher courts and court presidents. In September
2022, judges elected three new members of the Council, replacing those concerned with
scheduled retirements. In September 2021, the administration adopted the method for
determining the complexity of court cases by analysing the indicative number of cases to be
heard each month by a judge. In September 2022, the Judicial Council adopted its programme
and action plan for the prevention of corruption in the judiciary for 2022-2025. The Council
needs to strengthen its role as guardian of the independence and impartiality of judges, and to
improve its transparency.

In March 2022, Parliament elected a new member of the Council of Public Prosecutors. The
members of the Council elected its new President in September 2021. Scheduled retirements
concerned one member of the Council and there are two vacancies in total. The Council
should provide reasoning for its decisions and ensure regular access of the media to its
sessions, which was not always possible due to the limited space and COVID-19 restrictions
in place. The budget allocation for the Council increased to EUR 371,000 but it still lacks
sufficient staff and the IT resources needed to perform its tasks effectively.
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Independence and impartiality

Judicial independence is enshrined in the constitution. The President of the Supreme Court,
the Judicial Council, practitioners and some civil society organisations (CSOs) reacted against
the proposed reopening of several judicial cases, included in the government programme, at
the request of a coalition partner. Both Councils need to continue pursuing their commitment
to full respect for the principle of independence of the judiciary and increasing transparency
needs to continue in both Councils. It is important to ensure that the judiciary is shielded from
any risk or perception of undue external interference. The Declaration on Open Judiciary
signed in March 2022 by 12 different judicial institutions, CSOs and professional
associations, led by the Supreme Court, should help improve transparency and public trust in
the judiciary.

The software system aiming at putting into practice the provisions of the Law on case-flow
management for automatic and random distribution of cases, through the automated court
case management information system (ACCMIS), is being upgraded. The administration
needs reliable statistical data, in line with the recommendations and methodology of the
Council of Europe European Commission for the Efficiency of Justice (CEPEJ), on the
performance of both the judiciary and the prosecution.

Accountability

The Advisory Body for Judicial Ethics of the Association of Judges met four times since June
2021 and issued four opinions. The initial training programme at the Academy for Judges and
Prosecutors for 2022/23 includes lectures on ethics, business culture and deontology.

In 2021, the Judicial Council received 142 requests to determine the responsibility of a judge
or president of court (two more than in 2020). Since June 2020, the Judicial Council has
dismissed six judges, and the Council of Public Prosecutors upheld the decision of the Chief
Prosecutor on the dismissal of one prosecutor. The general reason provided for such
dismissals was related to unprofessional performance. The Judicial Council issued a written
reprimand to one judge and fined a president and a judge.

In 2021, the State Commission for the Prevention of Corruption issued misdemeanour
payment orders against three judges or court presidents of courts for failing to submit asset
declarations or reports on the change of their property status and interests.

Professionalism and competence

The Judicial Council started to apply the new methodology for professional evaluation for
the appointments and promotions with decisions on 97 candidates for judges and four for
Presidents of courts. Scheduled retirement of three members of the Judicial Council further
delayed election of judges for higher courts whereas vacancies for posts of Presidents of
Courts in smaller cities were difficult to fill.

The Council of Public Prosecutors appointed five prosecutors in the Public Prosecutor's
Office for Prosecuting Organised Crime and Corruption (OCCPPO) and appointed two heads
of basic PPOs. A total of 1,639 professionals participated in 47 in-service training sessions
organised by the Academy for Judges and Prosecutors.

Quality of justice

It is important that any new law on the Academy for Judges and Prosecutors maintains the
Academy as the sole entry point to the judiciary and prosecution, to ensure a fair and
transparent access to these professions in line with the recommendations of the 2018 peer
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review mission on judicial training. It is equally important that the Academy heeds the
European Commission’s recommendations not to shorten the initial training.

The initial training of 59 students of the seventh intake is underway. The 97 students in the
eighth intake, selected on 15 April 2022 started their training in May. The Academy marked
its 15" anniversary and is actively cooperating with the European Judicial Training Network
(EJTN) and the Academy for European Law (ERA). The total budget allocated to training
initiatives at the Training Centres and to other initiatives implemented directly by courts and
prosecution offices in 2021 amounted to EUR 1,193,036, a 38 % increase on the previous
year. No new employees were recruited.

The Supreme Court and the four Courts of Appeal continued their efforts to improve the
consistency of judgments and to harmonise court practices. In December 2021, the Supreme
Court adopted its new Rules of Procedure. In 2021 it has adopted 35 principle legal opinions,
stances and conclusions, all published on its website.

At the end of 2021, there were 473 judges, (26 per 100,000 inhabitants) 61% female judges
and 170 prosecutors (nine per 100,000 inhabitants), 55% female prosecutors, less than in
2020. According to the European Commission for the Efficiency of Justice (CEPEJ), the
European averages are 21 judges and 12 prosecutors per 100,000 inhabitants. The 2021
budgetary allocation for the judicial system was about EUR 40 million. The retirements from
June 2022 decreased further the number of judges by 48 and of prosecutors by 11. It is
essential to speed up implementation of the human resources strategies for the courts and
public prosecutors' offices and to plan ahead for staffing needs. The Council for Digitalisation
in the Judiciary intensified the work to implement the IT strategy. Five pilot courts received
IT equipment provided by foreign donors. The recruitment of additional IT staff depends on
offering working conditions that are competitive with those in the private sector.

In December 2021, Parliament adopted a new law on mediation, which promotes the quality
of mediation and unifies the application of the law by all licensed mediators. Work is needed
to continuously promote mediation and the use of other alternative dispute resolution
methods, including through the relevant chambers, the Academy for Judges and Prosecutors
and the Association of Judges.

Efficiency

Most of the courts continued the positive trend of maintaining a clearance rate of 100% or
higher, with the exception of administrative cases with 86.56% in first instance and 111.01%
in appeal for the same cases. The number of unfinished cases under the old procedural laws
continued to fall. No efforts were made to address the Venice Commission recommendations
to re-examine the provisions of the Law on the use of languages related to bilingualism in
judicial proceedings. There is a need for a comprehensive and prompt solution to the issue of
salaries in the judiciary, considered inadequate. The claims of the judicial administration,
including for career advancement, remained pending. No steps were taken to tackle the
overall cost and duration of the enforcement process.

Fight against corruption

The country has achieved some level of preparation / is moderately prepared in the
prevention and fight against corruption. Some progress has been made as the country
continued to consolidate its track record on investigating, prosecuting and trying several
corruption cases, including at a high level. The cases initiated by the former Special
Prosecutor’s Office (SPO) continued to move forward, establishing accountability for the
illegal wiretaps. A number of cases were subject to first-instance rulings. In line with last
years’ recommendations, the State Commission for the Prevention of Corruption (SCPC) has

19




been proactive in providing policy guidance to public institutions on preventing corruption
and it opened several cases, including against high-level officials. Efforts to improve the
functioning of the SCPC should continue, and a further allocation of financial and human
resources is needed. Additional human resources and financial means should also be made
available to the Public Prosecution Office, investigative centres and law enforcements units in
charge of investigating corruption. The sectors most vulnerable to corruption require targeted
risk assessments and dedicated actions.

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

— continue action to fight corruption by increasing support to the bodies responsible for
implementing the national strategy for the prevention of corruption and conflict of
interests and effectively enforce GRECO’s recommendations;

— allocate sufficient resources to the Office of the Basic Public Prosecutor for Organised
Crime and Corruption, including financial experts, in order to ensure effective
accountability for high-level corruption cases;

— continue to increase the number of final convictions in high-level corruption cases,
including the confiscation of criminal assets, value-based confiscation, extended
confiscation and third-party confiscation.

Track record

North Macedonia has continued to make progress in investigating, prosecuting and trying
corruption cases, including for high-level corruption cases. The cases of the former Special
Prosecutor’s Office (SPO) continued to be tried mostly by the Public Prosecution Office for
Organised Crime and Corruption. So far, there have been final convictions in seven cases
against 17 defendants. Trials are ongoing for most of the remaining cases. First-instance
verdicts have been issued in 11 cases.

The courts issued first-instance convictions including against prominent former government
officials such as the former Prime Minister, the former Minister of Transport, the former
Minister of Interior and the former Director of the Bureau of Security and Counterintelligence
(UBK). Three of those found guilty remain at large.

In the case brought by the former SPO, called ‘Titanic 1°, eight out of the 21 defendants
pleaded guilty to parts of the charge. In February 2022, four defendants were sentenced in
first instance to prison: the former Minister for Transport and Communications to four years
and six months, the former Minister of Interior to two years and six months, one defendant to
one year and another to three years. The remaining four, including the former Head of
Cabinet, the former Deputy Minister of Justice, and the former Secretary General of the
government, were sentenced to probation.

In another former SPO case named ‘Toplik’, the Basic Criminal Court of Skopje found the six
defendants guilty of abuse of official position and authority in relation to the selling of land
for the construction of a residential complex. In April 2022, the Court sentenced on a first
instance verdict a former Minister of Transport and Communications to three and a half years
in prison, one member of the Ministry’s public procurement commission was sentenced to
three years in prison. The four other members of the commission were sentenced to two years
in prison, and suspended for five years.

In another case of the former SPO, called ‘Tariff’, the Skopje Court of Appeal annulled, in
November 2021, the first-instance verdict from December 2019 and ordered a retrial. The
former director of the state-owned electricity company, AD ELEM, was accused of having
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made unlawful payments to the consortium that had won the tender for providing a software
system.

In April 2022, the Court ruled at first instance on the ‘Vodno Construction Land’ case and
found five defendants out of six guilty. A former Prime Minister was sentenced in absentia to
a concurrent prison sentence of seven years and a fine for money laundering and unlawful
acquisition of property. The former Director of the Bureau of Security and
Counterintelligence (UBK) was sentenced to one year and three months in prison, two
defendants to two years in prison, suspended for five years, and a businessman to one year in
prison. The charges against the sixth defendant were dropped. The court also ordered the
confiscation of all real estate property that had been temporarily seized.

In July 2021, the Basic Public Prosecutor’s Office for Organised Crime and Corruption
charged four people in relation to the tender for Skopje’s double-decker buses. A former
Minister of Transport and Communications and a former director of the Public Transport
Enterprise of Skopje (JSP), who is currently Member of Parliament, are accused of having
used their official position to obtain gains for the economic operator from China to procure
202 buses, causing damage to the state budget of approximatively EUR 4.77 million. In
March 2022, a former Minister of Transport and two other defendants pleaded guilty and were
sentenced to two years’ probation. The trial is ongoing for the former director of JSP.

In June 2022, the Supreme Court rejected the requests from the former Special Prosecutor for
an extraordinary review of the ‘Racket case’, thereby upholding the verdicts in which the
former Special Prosecutor was sentenced to seven years’ imprisonment.

In June 2022, in the former SPO ‘Talir 2’ case, the Court convicted in first instance a former
Prime Minister to six years’ imprisonment and a former Secretary General of the government
to two years’ suspended sentence for abuse of their official position enabling a legal entity to
build the headquarters of a political party, at a time when the company had concluded public
procurement contracts with state bodies and public institutions or companies. This was in
breach of the Law on political parties, the Law on the financing of political parties and the
Law on obligations. The ruling also ordered the confiscation of the party headquarters and
other premises across the country, owned by the political party.

In February 2022, the Supreme Court quashed on procedural grounds the decision taken by
the Court of Appeals in Skopje against the former President of the Skopje Criminal Court for
manipulation of ACCMIS. In May 2022, the Court of Appeals in Skopje, in a repeated
procedure, decided to uphold his conviction of two and half years’ imprisonment. In July
2022, the Supreme Court rejected the request for extraordinary review of the final decision.

In 2021, the Public Prosecutor for Prosecuting Organised Crime and Corruption opened
investigations into seven cases of alleged corruption against 25 suspects (14 high-profile
investigations involving 49 individuals in 2020). Investigations are ongoing against 21
individuals regarding alleged abuse of official position and against nine individuals on alleged
money laundering. Charges were filed in eight cases against 38 individuals. Trials are ongoing
in 54 cases against 244 individuals. 48 individuals were convicted in first-instance judgments
(50 individuals in 2020). 14 individuals were convicted in second-instance judgments.

In 2021, the financial police office investigated 27 cases, which led to criminal charges
related to corruption. In three cases, high-value movable and immovable assets were
temporarily frozen. In four cases, valuable assets for a total value of approximately EUR
256,000 were confiscated after the first-instance judgments.

The State Commission for the Prevention of Corruption (SCPC) continued to fulfil its role
proactively and opened several new cases. In 2021, the SCPC processed a total of 106 cases
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of alleged conflict of interest, of which 17 were initiated by the SCPC itself and 89 at the
request of other parties. In 2021, 152 cases were closed (149 in 2020), of which 12 dated from
2019 and six from 2020. In 2021, a conflict of interest was established in two cases for which
the initiatives submitted to the competent authority were to determine responsibility, resulting
in one disciplinary procedure. In one case, the SCPC submitted an initiative for criminal
proceedings against two responsible officials, and issued a public reprimand for failure to
remedy a conflict of interest. The SCPC has issued opinions on all 85 requests received. The
SCPC found grounds for suspected breaches of the Law on the prevention of corruption and
conflict of interest, resulting in 32 misdemeanour payment orders.

The SCPC also submitted four requests to the SCPC Misdemeanour Commission to initiate
misdemeanour proceedings against officials, due to lack of payment after payment orders
were issues. In 2021, the SCPC received 1411 declarations of conflict of interest to verify. In
2021, 7 758 asset declarations were accessible on the SCPC website (7 362 in 2020). 2,006
assets declarations were submitted to the SCPC. As regards irregularities in asset
declarations, in 2021, the SCPC issues 86 misdemeanour payment orders, all of which were
related to non-submission/late submission, except one which was related to failure to report
an increase in property. 29 requests to initiate misdemeanour procedures were submitted to
the SCPC for unpaid fines.

In 2021, a total of 599 cases of corruption were initiated, 16 at the initiative of the SCPC and
583 based on reports submitted by third parties. 404 cases were addressed. Of the cases
submitted on the basis of reports, the SCPC found grounds for suspected breaches of the
Criminal Code in seven cases and submitted initiatives to the public prosecutor (two cases in
2020). The SCPC launched initiatives before the competent authorities to ascertain the
responsibility of officials in five cases.

To address the recommendations made by the Council of Europe Group of States against
Corruption (GRECO) in the Fifth Evaluation Round report, North Macedonia adopted
amendments to the law on internal affairs and to the law on police in April 2022. The changes
to the legislative framework include the obligation to submit asset declarations, the ban on
employees being members of a political party or a body of a political party, a new integrity
test, and of objective and professional criteria for the appointment of the director of the public
security bureau (head of the police).

Institutional framework

In January 2022, the incoming government created a new post of Deputy Prime Minister
responsible for good governance policies. Implementation of the anti-corruption action plan
titled ‘Action 21° is ongoing, as planned.

Preventive measures

The State Commission for the Prevention of Corruption continued to fulfil its role proactively
and boosted its capacity to verify statements of interest and assets. However, the authorities
should make more efforts to fully address the conclusions of the SCPC reports. The Law on
Prevention of Corruption and Conflict of Interest needs to be fully implemented and the
SCPC needs to be strengthened, supported, and adequately resourced. By the end of 2021, the
SCPC had a total of 34 employees out of the 64 planned. New IT software solutions are in
place to increase information sharing with all public institutions for the prevention of
corruption and to increase integrity in the public sector, provide protection to whistle-blowers
and monitor implementation of the national strategy for the prevention of corruption.

Efforts continue to improve the transparency and integrity of public institutions. The SCPC
adopted an integrity policy with guidelines for state bodies and public sector institutions, and
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guidelines for the local self-government. As of June 2022, 66 municipalities, 15 state bodies
and public sector institutions, including the Ministry of Interior, have also adopted an integrity
policy. Public campaigns were held to raise awareness on integrity, on whistle-blower
protection, and more generally on the fight against corruption.

In June 2021, the Customs Administration adopted a new code of conduct for customs
officers. In September 2021, the Ministry of Interior adopted its regular internal anti-
corruption programme with an action plan and provided training on related topics, including
on the protection of whistle-blowers and ethics for staff members.

Law enforcement

The main institutions dealing with law enforcement are the Public Prosecutor's Office for
Prosecuting Organised Crime and Corruption (OCCPPQO) within the Public Prosecutor's
Office and the Department for Serious and Organised Crime within the Ministry of Interior.
The OCCPPO inherited most of the former Special Prosecutor’s Office (SPO) high-profile
cases. The OCCPPO has not yet moved to the allocated new premises. Together with the State
Audit Office, the investigative centre/judicial police in the prosecutor’s office and the police
need sufficient resources allocated in order to pursue high-profile cases properly. In March
2022, five public prosecutors were elected in the OCCPPO. Staffing levels are insufficient to
fully tackle cases of corruption and organised crime.

The Chief Public Prosecutor suspended the Head of the OCCPPO from office in August 2022
pending a disciplinary procedure initiated following a criminal complaint by the former
Acting Director of the Financial Police. The Council of Public Prosecutors (CPP) rejected the
appeal of the Head of the OCCPPO, as being groundless, thus confirming her suspension
from office.

In 2021, assets were confiscated in four cases for a value of approximately EUR 256,000.
Real estate, movable and immovable property, and shares were frozen in temporary measures
in three cases of alleged corruption.

Legal framework

The country is party to all international anti-corruption conventions, including the United
Nations Convention against Corruption.

The Law on the financing of political parties stipulates how financial means can 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 (SAO) carries out ex-post checks
and publishes annual reports on its website. Seven audit reports were submitted to the State
Election Commission (SEC) and the State Commission for the Prevention of Corruption
(SCPC) following the 2021 local elections.

The Law on free access to public information allows applicants to obtain information on the
public financing of political parties.

Following the June 2021 adoption of the new Law on lobbying, the SCPC adopted
implementing legislation and internal acts to prepare for the law to enter into force in June
2022. The law extends the competences of the SCPC adding the responsibility to keep a
register of lobbyists and lobbying organisations, which became operational in June 2022. The
Law on the protection of whistle-blowers still needs to be further aligned with the EU acquis
including to provide for civil, criminal and/or administrative liability of an official who
recommended or participated in retaliation, and to reverse the burden of proof.

Strategic framework
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Implementation of the national strategy for the prevention of corruption and conflict of
interest (2021-2025) and the related action plan has been slow. Only 20% of the activities
planned for 2021 were implemented in full by the end of year. In order to be effective,
implementation of the National Strategy should be carried out at all levels of the
administration, not only at the level of the line ministries.

Fundamental rights

The legal framework on the protection of fundamental rights is largely in line with European
standards. The deinstitutionalisation process is progressing with the resettlement of persons
with disabilities to community-based care. The Ministry of Labour and Social Policy
continues to invest in community services, including supporting victims of gender-based
violence. It is of particular importance to implement all the provisions of the Law on
prevention and protection from violence against women and domestic violence. Continued
improvements can be noted in gender mainstreaming and respect for women’s rights. The
recommendations made by the European Committee for the Prevention of Torture on the
treatment of detained and convicted persons were not adequately addressed. Implementation
of the legislation on hate speech and of the national action plan for the Istanbul Convention’s
provisions needs to be improved. The civilian external oversight mechanism over the police is
still not fully functional, lacking representatives from civil society organisations.

Last year’s recommendations were addressed only partially and remain valid. In the coming
year, the country should, in particular:

— allocate the necessary financial and human resources enabling the Commission for
Prevention and Protection against Discrimination to become fully functional and increase
the cooperation with the Ombudsman Office;

— the recommendations of international monitoring bodies, especially with regard to the
rights of persons in detention/prison and the dramatic conditions in prisons should be
implemented with utmost urgency and efforts should be stepped up to promote
alternatives to incarceration;

— provide adequate support and community services to vulnerable categories of children,
especially children victims of violence, Roma children and children with disabilities.

North Macedonia has ratified most international human rights instruments. In June 2021,
the Parliament ratified the Council of Europe Protocol amending Convention 108 for the
Protection of Individuals with regard to Automatic Processing of Personal Data. In November
2021, the country became the 35" Member State party of the International Holocaust
Remembrance Alliance. The country submitted periodic reports under the UN Convention on
the Elimination of All Forms of Racial Discrimination, as well as the answers to the questions
from periodic reports under the Convention on the Rights of Child.

In June 2022, there were 813 applications pending before the European Court for Human
Rights (ECtHR). The ECtHR delivered 11 judgements and found breaches of the European
Convention on Human Rights in three cases (against 14 in 2021), relating to the right to a fair
trial, the prohibition of torture and the freedom of expression. In the reporting period, there
were 370 new applications allocated to a decision body. Currently, there are 11 cases under
enhanced supervision by the Committee of Ministers.

The Ombudsman’s Office remains the central body for the promotion and enforcement of
human rights. In 2021, the Ombudsman’s Office issued special reports on the
implementation of the principle of equitable representation and on gender representation in
the public sector. Five deputy ombudspersons need to be appointed by Parliament, without
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further delay. Cooperation with the CSOs needs to improve. The Office’s budget was 8%
higher than it was in 2020, and a new systematisation of staff was approved in April 2022.
Out of 2,686 complaints received, breaches were confirmed in 35.8% of cases (2,448
complained received in 2020). These predominantly concerned the rights of the child
(18.4%); judiciary and other legal professions (10.9%); social protection (8.8%); consumer
rights (8.3%); finances (6.2%) and labour rights (5.4%). Following the involvement of the
Ombudsman’s office, all six complaints related to the conduct of the population census were
addressed. There was a slight increase in the responsiveness of the administrative and other
bodies with public competences (66.2% of the cases, against 63% in 2020), which is still
lower than the 80% achieved in previous years.

North Macedonia still needs to implement the recommendations made by the European
Committee for the Prevention of Torture (CPT) published in 2021. The July 2021 CPT report
reiterated past findings on the prevention of torture and ill treatment. The main
shortcomings of the prison system remain: the poor prison management system and staff
performance, low staffing levels, poor quality healthcare provided to inmates, inter-prisoner
violence, squalid material conditions, a lack of purposeful activities and endemic corruption.

The external oversight mechanism for the police, including the prison police, is still not fully
functional, with the three civil society organisations’ representatives still to be selected by the
Parliament. Past issues affecting the effective participation of civil society representatives
must be resolved, including the extension of their one-year mandate. In 2021, the
Ombudsman’s civil control mechanism acted on eight complaints, two against police officers
and six against members of the prison police, a decrease since the previous year when it took
action on 21 complains. It submitted one request to the Public Prosecutor’s Office to initiate a
procedure for determining criminal responsibility, against ten similar requests sent in 2020.
This led to one case being brought before the Basic Criminal Court Skopje for harassment in
the act of duty by a police officer.

In 2021, the dedicated section in the Public Prosecutors’ Office opened 91 new cases
(criminal charges) against 213 persons with police powers or members of the prison police
suspected of having committed criminal offences. As a result of the investigations, 33 persons
were charged, 20 criminal order proposals were submitted, and first-instance verdicts against
50 persons (six imprisonment sentences, 36 conditional sentences, four fines and four
acquittals) were issued in 2021. There needs to be greater awareness-raising of the external
oversight mechanism over the police to achieve a good understanding of the system.

All reported cases must be investigated without delay and the safeguards against ill treatment
by police must be implemented systematically. In 2021, the Department for Internal Control
and Professional Standards at the Ministry of Interior handled 63 complaints on the use of
excessive physical force by police officers (65 complaints in 2020), of which 19 were found
to be ungrounded and 40 lacked evidence. Three criminal charges were filed for ill treatment
in the act of duty and one notification was submitted to the Public Prosecution Office. In
2021, 112 reports on the use of means of coercion against sentenced persons were submitted
by the prisons to the Directorate for Executions of Sanctions, of which 27 cases concerned the
use of physical force, leading to inspections. In one reported case, the use of physical force in
Idrizovo prison was established, but the prison did not submit a report to the Directorate for
Executions of Sanctions. Cooperation with civil society organisations in stamping out ill
treatment continued during the reporting period.

North Macedonia should urgently tackle the persistent issue of inadequate detention
conditions in prisons, police stations, social care and psychiatric facilities, in line with the
recommendations in the last CPT report. In 2021, the National Preventive Mechanism made
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33 visits to police stations, prisons and educational correctional institutions as well as places
where foreigners and asylum seekers are accommodated or detained. Issues raised in the
previous years remain pending, especially the lack of information and access to a lawyer in
police stations and the lack of adequate healthcare in prisons.

Although infrastructure was renovated and medical equipment was delivered to a number of
penitentiary facilities, the conditions of detention in parts of the Idrizovo Penitentiary-
Correctional Facility and other detention facilities of the prison system remain inhumane.
Reported overcrowding raises additional concerns for the 2,462 persons sentenced and
detained (data of March 2022). Renovating the most derelict building in line with the CPT
recommendations should be a priority. To professionalise prison management it is important
that the appointment of prison directors, including interim directors, is made solely on the
basis of the 2019 Law on the execution of sanctions. Regular inspections of prisons should
continue. Corruption in prisons is also a recurrent issue. In February 2022, an annual plan to
combat corruption was adopted and needs to be implemented. Following adoption of the
programme for initial and continuous training and specialisation of officials, the prison
training centre in Idrizovo is finally operational and an initial training session for new
employees has been organised. The lack of adequate healthcare or measures to treat drug
addiction in prisons remains an issue of serious concern, to be addressed by the Ministry of
Health.

In order to be fully implemented, the strategy for the development of the penitentiary system
2021-2025 requires funds, additional staff and political commitment. An inter-ministerial
group was set up to monitor and evaluate the implementation of the strategy. The process of
releasing convicts back into the community should be prepared through inter-institutional
cooperation between prisons and the post-penal assistance.

The probation system continues to develop and the number of cases is increasing. In 2021,
451 probation cases (276 in 2020) were recorded, most of which were community service,
suspended sentences with protected supervision and supervision for conditional release.
Cooperation between the public and private sector and civil society, and interagency
cooperation should continue. Coordination has improved between probation officers, judges,
public prosecutors, prison staff and other institutions before a convict is released and this
should continue, as should awareness raising on the benefits of probation. No progress has
been made in adopting amendments to the legal framework regarding alternative sentences
and alternative procedures to increase their use. These measures are necessary to improve the
resocialisation and rehabilitation of convicts and to lower the risk of re-offending, including
for juveniles. No meaningful progress has been made to address the overall lack of purposeful
educational, recreational and vocational activities for sentenced and remand prisoners.
Educational and resocialisation services, and treatment programmes, should be run in all
penitentiary facilities and educational correctional facilities.

Regarding the protection of personal data, the full application of the Law on Personal Data
Protection (LPDP) started in August 2021. The new law aims to align its data protection
framework with the General Data Protection Regulation. Additional amendments are under
preparation with a view of further alignment.

Continued understaffing in the Personal Data Protection Agency (PDPA) has a serious
negative impact on implementation of the law. It is also undermining the PDPA’s ability to
perform its tasks effectively and independently.

Despite this situation, in 2021, the PDPA carried out 304 supervisions (a 29% increase on
2020). 62 supervisions were in the public sector and the remaining in the private sector. The
PDPA also received 540 complaints, of which 45% were related to alleged breaches of
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personal data protection rights on social networks. The PDPA issued 17 opinions on draft
laws and implementing legislation and one order in the field of personal data protection. It
initiated amendments to three laws in order to harmonise them with the LPDP. The PDPA is
not systematically consulted on sectoral laws or implementing legislation and its advice is not
always taken on board.

Several improvements are needed in the field of data protection in the electoral sector. The
Electoral Code brought in the use of biometric data, but the procedure did not include prior
consultation with the PDPA. However, the State Election Commission addressed some of the
supervision irregularities identified by the PDPA.

In the reporting period, the PDPA carried out another supervisory check in the Operational-
Technical Agency (OTA) into the interception of communications. Progress was made in
terms of compliance with regulations on personal data protection. The OTA took action on 6
out of 12 obligations and took partial action on other obligations.

Freedom of thought, conscience and religion is guaranteed by law and in practice, and
discrimination on grounds of religion is prohibited. The Commission for Relations with
Religious Communities and Groups is encouraged to organise inter-religious dialogue and to
improve cooperation between the religious communities.

Freedom of expression

North Macedonia has achieved some level of preparation/ is moderately prepared in the
area of freedom of expression. Overall, it made limited progress during the reporting period
to address the previous recommendations. The general context is favourable to media freedom
and allows for critical media reporting although there were some tensions during the 2021
local elections. Action on self-regulation of the media should resume and produce practical
results in advancing professional standards of journalism.

Greater transparency is needed regarding media advertising by state institutions and political
parties. The authorities need to step up their efforts to reform the public service broadcaster,
ensuring its independence, professional standards and financial sustainability. The reform
process of the public service broadcaster, in line with its five-year development strategy, is
constrained by delays in appointing members of its programming council. The council of the
Agency for Audio and Audiovisual Media Services still needs to be appointed. The labour
rights of journalists still need to be addressed.

Last year’s recommendations remain valid. In the coming year, the country should:

— revise the legal framework governing the media in accordance with the EU acquis and
European standards, in particular by continuing work to align national laws with the
revised European Directive on Audiovisual Media Services;

— step up action to implement the strategy to reform the public broadcaster and finalise
appointments for the public service broadcaster's programme council and the media
regulator's council;

— promptly address all instances of threats and acts of violence against journalists and
ensure that the perpetrators are brought to justice.

Freedom of expression and pluralistic viewpoints continued to thrive in a generally favourable
overall political context. Despite this, the media reforms expected stalled due to a lack of
political consensus and a shift in focus due to the COVID-19 pandemic. Challenges remain in
implementing the legal framework encompassing the work of media, especially on the Law
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on audio and audiovisual media services. Although instances of physical and verbal violence
decreased, online threats against journalists and media workers are increasing. The working
conditions for media workers remain challenging, especially their labour and social rights.
The authorities and the media regulator supported media outlets during the COVID-19
pandemic. The country now needs to draw up a strategy on reform of the media, with the
support of all stakeholders.

Intimidation of journalists

In 2021, the Ministry of Interior recorded eight cases of attacks against journalists (ten cases
in 2020). Criminal charges were brought in three cases (for a crime committed during a
protest, a breach of copyright and related rights and an online threat). Investigations for the
remaining five attacks are ongoing. The association of journalists recorded five attacks, three
of them against female journalists. During the 2021 local elections, the number of incidents
involving journalists increased, which was condemned by the Agency for Audio and
Audiovisual Media Services and the association of journalists.

The existing legal framework and commitment to international standards provided sufficient
mechanisms for law enforcement authorities and the Public Prosecutor’s Office to bring
perpetrators to justice. Further action is needed to ensure impartial, speedy and effective
investigations. A TV station complained of prolonged financial investigations and its
journalists being invited for information talks by the prosecution office. Politicians from all
levels of governance and public officials should constantly set an example of high standards
for the respect of freedom of media in their interactions with journalists. Online harassment
and verbal attacks on journalists, notably on social media, have continued. Old cases of
physical attacks against journalists remain unresolved.

Leqgislative environment

In 2021, the authorities and the media regulator continued supporting the media to alleviate
the impact of the COVID-19 pandemic.

The process of alignment of the Law on audio and audiovisual media services with the EU
acquis needs to continue. In September 2021, Parliament adopted amendments to the
Electoral Code related to the media and to paid political advertising. The OSCE/ODIHR
report on the local elections recommended that regulations on paid political advertisement in
the media should be reconsidered, in order to allow unimpeded access to the media based on
reasonable and objective criteria.

The practice of providing paid political advertising in broadcast, print and online media
funded from the state budget continues to be a concern among media associations, due to the
risk of political influence on media independence. Affected by a declining media market and
the pandemic, some media outlets have lobbied actively to remove the ban on government
advertising in the private media, in order to increase their revenues. However, media
associations have criticised the prospect of amending the Law on audio and audiovisual media
services, which would allow advertising of public institutions in the media, highlighting the
risk that it could undermine the independence of the media and disrupt the media market.

In March 2022, in the context of disinformation concerning the war in Ukraine, the
government banned the retransmission of Russian TV channels by amending the Law on
restrictive measures based on the Council Regulation. The government continued cut funding
for the regulator, the public broadcaster and the public enterprise for broadcasting, using the
provisions of the Law on audio and audiovisual media services. Parliament also delayed the
appointments of the new members of the public service broadcaster's programme council and
media regulator's council, thereby demonstrating the absence of political consensus on media
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reforms. Hate speech is prohibited both online and offline, but it persists online. In December
2021, an online threat to journalists published on social media was sanctioned by a court
judgment.

Implementation of legislation/institutions

During the 2021 local elections, the Agency for Audio and Audiovisual Media Services
monitored the media coverage and reported no breaches of the Electoral Code. As part of its
legal obligations, the regulator continued its supervisory role over the broadcasters, print
media, operators of public electronic communication networks and providers of on-demand
media services, as well as on illicit media concentration and ownership transparency. The
regulator continued working with civil society organisations and media outlets to promote
media literacy and human rights topics such as gender equality and the inclusion of persons
with disabilities.

The financial stability and independence of the media regulator needs to be consolidated
following the harmonisation of national legislation with the EU Audiovisual Media Services
Directive. In 2021, the Council of Media Ethics received 109 complaints for breaches of
ethical standards, 90% of which concerned online cases. The self-regulatory body noted
breaches of the Code of Journalists in 48 cases. The Council of Media Ethics reported
increased pressure over its work from political and economic actors, but also from media
representatives. In 2021, the association of journalists reported a decrease in court cases for
insult and defamation involving journalists, from 30 cases in 2020 to around 20 ongoing
cases. In 2021, a total of 81 court rulings were issued in connection with Article 10 of the
European Convention for Human Rights, against 57 in 2020 and 99 court rulings in 2019
respectively.

Public service broadcaster

The comprehensive reform of the public service broadcaster was further delayed. Despite the
requirements of the Law on audio and audiovisual media services specifying the amount of
public funding for the public broadcaster as a percentage of the state budget to be 1% as of
2021, the actual rate only reached 0.59% in July 2022 because of the authorities’ use of the
discretionary powers granted by law. This was insufficient. The total budget of the Public
Service Broadcaster in 2021 amounted to 13.4 million EUR, while in 2022 it is 15 million
EUR. The financing of the public broadcaster has seen a steady decline over the last few
years. The continuous decrease in funding is hindering implementation of the public service
broadcaster development strategy, creating uncertainty in planning processes and affecting the
overall quality of performance. Solutions for the public service broadcaster’s old debts
towards state institutions were not found, including on the implementation of favourable court
rulings with regard to the public service broadcaster’s premises. The independence and
sustainability of the public broadcaster, both financially and as regards the legal framework,
has yet to be fully ensured.

Economic factors

The COVID-19 outbreak exacerbated the ongoing trend in lower income for the media
industry, leading the government to adopt measures to help the industry. Concerns about
media integrity and independence continue to be raised by media associations due to the
precarious financial viability of media entities. Additional steps are needed to support
professional and investigative journalism. The Media Agency monitors media ownership on a
regular basis. Efforts must be made to safeguard the media's independence from political
intrusion. Advertising by the government on commercial channels is prohibited. Media
associations continued to express their concern about the prospect of amending Article 102 of
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the Law on audio and audiovisual media services to allow state-funded public-interest
campaigns. The media associations also expressed concern over the prospect of political
parties using state funding to advertise in the media as a potential way to gain political
influence on editorial lines.

Out of twenty publishers of print media, there are five daily newspapers, including two in the
Albanian language. The authorities continued to support the print media by allocating EUR
500,000 in 2021. The Agency for Audio and Audiovisual Services publishes a register of
broadcasting and print media, including information on the number of employees and type of
employment.

Internet

Online media is not governed by a specific law, and there are differing views on the need for
regulation, especially in view of the growing threats from disinformation. Online media and
social media platforms are the main source of disinformation, misinformation, hate speech,
breaches of professional standards and intellectual property rights infringements. Campaigns
are needed to boost the understanding of stakeholders and the general public and increase
their resilience in the face of disinformation, are needed. Media associations continued to
promote the established registry of online media (promedia.mk) in order to increase
professionalism and standards of online journalism. With regard to access to information, the
Agency for the Protection of Free Access to Public Information received 798 complaints, of
which 608 were predominantly from civil society organisations, while 190 complaints were
filed by individuals.

North Macedonia has signed up to the Declaration for the Future of Internet of 28 April
20228, Signed by 60+ international partners to date, the Declaration sets out the vision and
principles of a trusted Internet.

Professional organisations and working conditions

Journalists’ labour and social rights are represented by the Independent Trade Union of
Journalists and Media Workers. Journalists working for of the public service broadcaster and
of news information agencies are organised in separate unions. The unions’ dialogue with the
government needs to be improved, in order to find acceptable solutions to persisting
challenges, such as the high number of short-term or part-time contracts without health and
social insurance. Most media workers’ income is lower than the national average salary.
Labour rights, such as the right to annual leave, paid overtime hours and paid night shifts, are
often disregarded.

Numerous media outlets lack an internal code of ethics, as well as professional and career
opportunities for professional training. Many journalists have a vulnerable contractual status
and difficult socio-economic conditions which contributes to a culture of self-censorship and
creates openings for media owners to strongly influence editorial policy. Further efforts are
needed to protect journalists’ professional and labour rights, freedoms and security.

In 2021, the total number of employees in the broadcasting media was 2,449, of which 1814
in full-time employment and 635 employed part-time. There is no comprehensive data on the
overall number of journalists due to the fact that the online media is currently not covered.
Additional measures to promote gender equality in the media industry are needed.

(See also Chapter 10 - Digital transformation and media)

8 Declaration for the Future of Internet | Shaping Europe’s digital future (europa.eu)
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The right to freedom of assembly and association is guaranteed by the constitution and the
government respects the law on citizens’ associations and foundations, which remains
unchanged. More efforts are needed to implement all the rulings of the European Court of
Human Rights with regard to the registration of associations. The legislation is in line with the
EU Charter of Fundamental Rights and the European Convention on Human Rights.
Restrictions on assembly rights were put in place at various times during the COVID-19
pandemic. Despite short periods of restrictions, several lawful assemblies and gatherings took
place without hindrance, respecting existing health and safety protocols due to the pandemic.
However, incidents occurred in September 2021 when hundreds of protestors gathered in
Tetovo after a COVID-19 hospital caught fire, resulting in five people being detained.

Several protests were held in July 2022 against the proposals designed to remove the
obstacles to the opening of EU accession negotiations. Between 7,000 and 15,000
demonstrators participated in the protests, which on some occasions degenerated into clashes
between demonstrators and police.

The naming of the Bulgarian Cultural Club opened in Bitola in April 2022 caused deep
concerns amongst citizens. Public officials in North Macedonia strongly condemned the
incident of June 2022, when there was an attempt to set on fire the premises of the Cultural
Club. The national authorities have investigated the case and the Court convicted the
perpetrator to a suspended prison sentence.

Issues of labour and trade union rights are covered in Chapter 19 - Social policy and
employment.

North Macedonia did not make any significant improvements in the procedures for enforcing
property rights, which remain lengthy and expensive for citizens, due to the lack of a central
institution and the lack of coordination between institutions dealing with these rights. Despite
announcements, the administration has still not developed a national strategy on property
rights. Property 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 cases resolved. The registration of land and properties has been completed and laser-
scanning has been conducted across the whole country. The administrations that handle
restitution, compensation and legalisation processes still struggle to manage their caseload,
mainly due to understaffing and a lack of funds. Over 6,000 denationalisation cases are still
open and form the bulk of complaints addressed to the Ombudsman’s Office, even though this
process was officially declared closed in 2013.

Regarding non-discrimination, numerous logistical and financial challenges continued to
hamper the work of the equality body — the Commission for the Prevention and Protection
against Discrimination. The government has cut the annual budget of this Commission again
and the recruitment of administrative staff has not been completed. These issues affect the
enforcement of the Law on prevention and protection against discrimination and need to be
addressed as a matter of urgency. There has been criticism concerning the lack of
independence of the Commission as regards budgetary expenditure due to inconsistencies in
the law. Parliament failed to fill a vacancy in the Commission. Commissioners and civil
society have also criticised the lack of diversity in the new Commission, notably as regards
gender and persons with disabilities.

Despite existing challenges, in 2021, the Commission adopted its internal acts and strategic
documents and worked on 167 complaints. It confirmed discrimination in 60% of the cases
brought against the public sector. Based on its wide-ranging powers, including ex officio
powers, the Commission acted as amicus curiae in two court proceedings and submitted two
requests for a misdemeanour procedure. The Commission suggested improvements to the law
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on the prevention of and protection against discrimination. A new strategy for equality and
non-discrimination 2021-2026 was adopted. The new members of the National Coordinative
Body for Equality and Non-discrimination have not been appointed which prevents the
institution from functioning at its full potential. The Ombudsman’s Office received 43
complaints on grounds of discrimination (62 in 2020), predominantly concerning work and
labour relations, and it issued 23 opinions. In collecting statistics by areas and grounds of
discrimination, the Ombudsman followed the law on the prevention and protection against
discrimination. The Ombudsman's department for anti-discrimination protection remains
understaffed. The Ombudsman’s Office and the Commission for the Prevention and
Protection against Discrimination still need to establish regular and effective coordination in
order to ensure that the non-discrimination principle is properly addressed.

The Ministry of Interior manages a website for citizens to report hate crime, hate speech and
other forms of violence, but the follow-up actions are not fully transparent. There should be a
systematic practice of collecting data on hate speech. A more proactive and holistic approach
in addressing hate speech and hate crime is needed.

Some progress was made on gender equality by developing a normative framework for
alignment with the Istanbul Convention and a policy framework to integrate gender
perspectives and align national law with the EU gender equality acquis. With the adoption of
the National Strategy for Gender Equality 2021-2026, in July 2022, good progress was made
towards establishing an effective system for gender mainstreaming. However, adoption of the
draft law for gender equality is still pending. The cross-institutional mechanisms designed to
implement and monitor policies promoting gender equality need strengthening, notably by
improving the organisational arrangements, boosting its technical capacity, budget and
professionals trained according to the international standards.

Further alignment with the provisions of the Istanbul Convention on preventing and
combating violence against women and domestic violence remains a challenge. Action is
pending to align related laws and adopt implementing legislation to the Law on the prevention
of and protection from violence against women and domestic violence. In April 2022, North
Macedonia submitted its first Report to the Group of Experts on Action against Violence
against Women and Domestic Violence (GREVIO).

The Ministry of Justice still needs to amend the Criminal Code in order to provide full
protection to victims from all forms of violence including femicide. Services for victims of
gender-based violence need to be expanded and a proper budget is needed to meet the Istanbul
Convention standards, including access for women with disabilities and respecting different
cultural, ethnic, and religious factors when reporting violence. The country lacks clear cross-
institutional protocols and the police and health workers lack the capacity to fully assess the
consequences of violence and to take adequate measures. The state budget supports only the
existing five operational shelters, one crisis centre and three centres for victims of sexual
violence. The provision of psychosocial and other prevention services remains uncoordinated
and dependent on financing from local self-government, foreign donors and the business
community. A specialised 24/7 team for the urgent protection of vulnerable groups operates
only in the capital. Due to the overburdened health system during the pandemic, the lack of
adequately trained staff and the limited number of accommodation facilities, victims of
gender-based and domestic violence faced serious challenges in accessing health services.

In March 2022, the Ministry of Labour and Social Policy opened a resource centre for gender-
responsive policymaking and budgeting to increase the capacity of public administration to
implement measures related to the EU Directive 2006/54/EC on the implementation of the
principle of equal opportunities and equal treatment of men and women in matters of
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employment and occupation and include gender mainstreaming in institutional planning,
programming and actions. However, the administration lacks proper gender-strategic planning
and budgeting tools are lacking, which limits the opportunities for effective gender
mainstreaming in policymaking and for integrating the gender perspective into sector dialogue
and public finance management.

The lack of reliable gender-disaggregated data across sectors creates significant constraints in
developing evidence-based policies and measures. The first National Gender Equality index
was published in 2019 but has not been updated. Collecting and analysing gender statistics
requires boosting the capacity of relevant institutions and improved institutional coordination.

Gender gaps and stereotypes remain evident in public and political life (see 2.1.1.
Democracy).

The two ‘Public Room’ cases, where explicit photos and private information of girls and
women were shared on an online platform, resulted in a court ruling against the founder and
administrator of the platform for the production and distribution of child pornography (female
minors). There are still gaps in the related legislative framework as the Criminal Code and
related implementing legislation is not being harmonised with the Istanbul Convention.
Follow-up by the institutions in cases of rape and domestic violence needs to be improved by
clear cross-institutional protocols and standardised reintegration services for the victims.

The administration amended the legal framework governing the protection of the rights of the
child in line with international standards. However, a wider societal and inter-party consensus
is needed on key legislative reforms to bridge legal gaps, following the needs and best
interests of children. Discrepancies between the family law provisions on adoption and
international standards have not been addressed. An action plan for children, including a
sufficient budget and sectoral models to provide effective services for children, has yet to be
prepared.

Further efforts are needed to address structural challenges, such as the lack of resources by
state institutions dealing with child rights, the lack of strategic documents on child rights and
functioning of the statutory body responsible for overseeing implementation of the
Convention on the Rights of the Child. Consultations of young people in policymaking needs
to be improved. There is a need to improve cooperation among institutions to better
understand and address the challenges faced by different groups of children are facing, such
as children with disabilities or children from the Roma community.

In 2021, 254 complaints were filed with the Ombudsman related to breaches of children’s
rights, nine of which concern children with disabilities. The Ombudsman issued 139 opinions,
which were accepted in 93 cases. However, institutions need to put in place systemic changes
following the Ombudsman’s recommendations. Parents/caregivers continue to file the
majority of complaints, rather than children themselves. The National Coordinating Body for
the Protection of Children from Violence adopted a Protocol on the actions of multi-sector
teams for the protection of children victims of abuse, neglect and violence. Training for multi-
sector teams was provided in 12 cities across the country.

However, challenges remain to fully implement the national strategy to end violence against
children (2020-2025). The authorities should allocate sufficient resources to the child
protection system to address the increasing challenges of online violence and abuse (cyber-
bullying). Further efforts are needed to raise awareness of violence against children among
the general public and professionals to recognise abuse and report it. The country needs to
bring in programmes to support the rehabilitation, resocialisation, or reintegration of children
victims of violence.
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The COVID-19 pandemic demonstrated that the digitalisation of services should go in parallel
with increased efforts to educate and facilitate the access to these technologies for vulnerable
groups, who often lack digital skills.

Despite the substantial set of social and child protection measures to combat the socio-
economic consequences of COVID-19, analysis has demonstrated that relative child poverty
has increased, putting an additional 19,000 children at risk. Further efforts are needed to make
the social protection system more child-sensitive based on a child-centred service delivery
model, including by strengthening professional development and supervision in the delivery
of good quality child protection services. Local governments and civil society organisations
should improve cooperation with social work centres to develop and support new community
services around the country, including services to support children at risk, Roma children and
children with disabilities who are victims of discrimination and segregation.

North Macedonia continued its work to fully include children with disabilities in mainstream
schools and pre-schools continued. However, the change from a medical-based to a social
model of disability assessment based on human rights has not been brought in systematically.
Despite the improvements in the legal framework, action to provide equal access to education
for children with disabilities is at an early stage. With regard to children without parental care,
investments were made to strengthen the childcare system, particularly in foster and
community-based care homes. Community-based services and sub-regional centres for foster
family assistance were made available throughout the country and no children remain now in
institutionalised care.

The authorities identified six child victims of trafficking in human beings in 2021. An
additional five children were identified as being potential victims of trafficking in human
beings. More measures are needed to ensure that vulnerable children are protected from
sexual exploitation. It is necessary to expand the legal education provided to judges and
public prosecutors is necessary on issues such as discrimination based on disability, gender-
based and sexual violence against women, and violence against children.

The law on juvenile justice requires systematic implementation. Access to justice, legal
representation and the capacity of public officials involved with child victims, child witnesses
and children in conflict with the law are still inadequate. The inter-sectoral approach to
implementation of the legal framework needs to be systematised and streamlined among
professionals of juvenile justice. The legal framework should also be further updated in line
with international standards and EU directives, including the Directive (EU) 2016/800 on
procedural safeguards for children who are suspects or accused persons in criminal
proceedings®.

The detention conditions for boys in the juvenile educational-correctional facility near Tetovo
have improved. However, between September 2021 and June 2022 they have not had access
to education. The facility is in a remote location, making it unfit for resocialisation and
rehabilitation purposes. Girls have been detained for one year in the educational correctional
facility in the female ward of Idrizovo, prison which did not allow for appropriate care,
education, resocialisation and rehabilitation support. The legislation should be amended to
find a long-term solution for educational correctional measures for girls.

North Macedonia made limited progress in improving the rights of persons with disabilities.
The mechanism to monitor the implementation of the Convention for the Rights of Persons

9 Directive (EU) 2016/800 of the European Parliament and of the Council of 11 May 2016 on procedural
safeguards for children who are suspects or accused persons in criminal proceedings, OJ L 132, 21.5.2016, p. 1-
20.
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with Disabilities is functioning within the Office of the Ombudsman. The National Strategy
on Achieving Equal Rights for the Persons with Disabilities is in place. Preparatory work has
started to draft the national strategy on the rights of people with disabilities. The government
adopted the action plan to implement the deinstitutionalisation strategy for 2022-2024. Work
continues to resettle the beneficiaries from the Special Institute Demir Kapija continues. The
Ombudsman signed a memorandum for cooperation with 22 civil society organisations, part
of the National Monitoring mechanism. However, the mandate of the national coordination
body for implementing the Convention and its capacity to influence decision-makers in state
structures remains minor. In 2021, the Commission for Prevention and Protection against
Discrimination took action on six complaints related to discrimination on the basis of
disability. 911 students with special needs have been enrolled in general primary schools and
312 in secondary education, supported by educational assistants to assist inclusive teams.
Persons with disabilities continue to face considerable discrimination, both direct and indirect,
due to infrastructure-related barriers, a lack of information and services, discriminatory
attitudes and social exclusion. (see also Chapter 19 — Social policy and employment)

The promotion of equality and the condemnation of hate speech, hate crime, discrimination
and intolerance against lesbian, gay, bisexual, transgender, intersex and queer (LGBTIQ)
should be systematic. Despite having a legal framework that protects against discrimination
and hate crime on the grounds of sexual orientation and gender identity, the implementing
these laws remains challenging. Following a European Court for Human Rights’ judgment
(January 2019), authorities prepared amendments to the law on civil registry to bring in the
legal gender recognition procedure. However, the draft law was withdrawn from
parliamentary procedure in March 2022, for additional changes. The legal framework does
not allow for the official recognition of same-sex couples.

Several politicians have made homophobic and discriminatory statements. Investigations into
the attacks in 2012, 2013 and 2014 on the LGBTIQ support centre have not progressed. In
November 2021, the office of an LGBTIQ organisation in Tetovo was vandalised and
activists received death threats. The absence of systematic data collection on hate crimes
based on sexual orientation and gender identity and their ineffective follow-up by the
authorities remains a serious issue. Hate crime cases are registered in the civil society
database leading to reports. Action is needed to increase the capacity and awareness of law
enforcement officers and legal professionals to effectively prevent and prosecute all instances
of violence, hate crimes and hate speech. There was no progress made to remove of the
negative stereotypes and hate speech toward LGBTIQ people in textbooks, or to adopt the
national action plan for LGBTIQ for 2021-2025. In June 2021, the authorities facilitated the
successful organisation of the Pride Parade, attended by the President of North Macedonia
and a number of ministers. Hate speech and derogatory terms for LGBTIQ persons continue
to be prevalent in the online space. Serious efforts are needed to protect and ensure people can
exercise their LGBTIQ rights.

Concerning procedural rights, the country remains partially aligned with the EU acquis. The
authorities should take concrete steps to adopt the draft law on the compensation for victims
of crime, including victims of trafficking in human beings. The draft law was withdrawn from
parliamentary procedure, for additional consultations.

As regards free legal aid, the Ministry of Justice has intensified its efforts to provide access to
primary and secondary legal aid to the citizens who cannot afford to hire an attorney. Free
legal aid is accessible through the 34 regional branch offices of the Ministry of Justice, civic
associations authorised to give legal aid, legal clinics within the faculties of law and lawyers
certified to give secondary legal aid. A register of associations and individual lawyers who
provide legal aid is available on the website of the Ministry of Justice. Increasing numbers of
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requests have been submitted and approved for primary and secondary legal aid. The system
of legal aid in criminal proceedings needs to be reformed to improve access to justice, mainly
to revise the criteria to access legal aid in criminal proceedings (in cases of mandatory
defence, defence of indigent persons and cases of representation of the interests of victims of
crime). The budget allocated for legal aid in 2021 amounted to EUR 81,000. The budget
implemented for legal aid in 2021 amounted to EUR 28,000.

The authorities should also take concrete steps to adopt legislation in line with the Directive
(EU) 2016/800 on procedural safeguards for children who are suspects or accused persons in
criminal proceedings.

As regards the protection of minorities, the authorities continued to implement the national
strategy ‘One Society for All and Interculturalism’. The Agency for Protection of Non-
majority Communities moved to the premises of the Ministry of Political System and Inter-
Community Relations, which ought to accelerate the communication between this body and
the authorities responsible for rights of persons belonging to smaller ethnic communities. In
the course of 2021, the Agency started to provide funds to finance projects run by civil society
organisations working to promote and protection of the rights of non-majority communities.

Coordination between the Permanent Advisory Body of the government and the Coordination
Body of the Prime Minister’s office is ongoing, though it still lacks transparency. More efforts
are needed to ensure the full independence of the Agency for Communities Rights Realisation
and the Language Implementation Agency in terms of protecting their focal interest group, the
smaller ethnic communities. Both institutions remain understaffed and insufficiently funded.
The local authorities should make use of the national strategy to improve the situation at the
municipal level, where the representation of non-majority communities remains insufficient.

There was some progress on the inclusion of Roma. North Macedonia adopted the new
strategy for Roma inclusion 2022-2030 covering antigypsyism, education, employment, social
care and healthcare, housing, civic registration and culture was adopted. The strategy does not
systematically address participation, empowerment and capacity building. The country also
adopted the action plan for the protection, promotion and fulfilment of the human rights of
Roma women and girls 2022-2024 was also adopted. The remaining action plans in other key
areas still need to be prepared. The government appointed an adviser to the Prime Minister in
charge of Roma inclusion issues. In the school year 2021/2022, 420 Roma children, of which
208 coming from families at social risk, attended kindergartens in 15 municipalities. 1,601
Roma children aged six were enrolled in primary school for the school year 2021/2022. The
annual dropout rate per grade for Roma children in primary education is 4% and for
secondary education is 5%. No measures were taken to prevent irregular attendance of Roma
children in primary education, to reintegrate children who are not enrolled in education on
time or have left education without completing it. There are no systematic measures to
address the issue of street children. The Minister of Education and Science hired 30 Roma
educational mediators to work in 17 municipalities. Segregation in school remains high.

Pursuant to the Law on unregistered persons in the birth registry adopted by the end of
January 2020, of the 700 identified unregistered persons, 318 applications for registration in
the special birth registry were submitted, of which 292 people were registered. 15 displaced
families are from Kosovo*, including 60 children housed in temporary shelters in Vizbegovo.

The number of unemployed Roma is 12,990 which is a slight decrease from 13,703 in 2021.
The number of Roma benefiting from active measures for employment was 589 or 5.2% of all

* This designation is without prejudice to position on status and is in line with UNSCR 1244(1999) and the ICJ
Opinion on the Kosovo declaration of independence.
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beneficiaries. No new measures were brought in that take a targeted approach to Roma. The
2021 Youth Guarantee Plan included 979 Roma (488 were women). The government
completed a geographic mapping of Roma settlements was completed, which provides an
overview of the living conditions in Roma settlements in 14 municipalities with the largest
Roma population. The majority of Roma settlements are still not covered by urban plans. In
2021, the Commission for the Prevention and Protection against Discrimination recorded
seven cases of discrimination based on Roma ethnicity. Roma women and girls remain
particularly vulnerable, often due to unemployment. The government is working on the
priority actions identified in the November 2019 Roma seminars; monitoring and reporting is
ongoing. The commitment to implement the Poznan Declaration priorities remains
satisfactory.

EU citizens’ rights

In December 2012, North Macedonia amended the law allowing the acquisition of
citizenship for special economic interest. The migratory and security risks this scheme
could pose to the EU are being closely monitored, especially keeping in mind inconsistencies
in the criteria for granting citizenship. North Macedonia should refrain from enabling
systematic acquisition of citizenship based on 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. Schengen cooperation entails the lifting of border controls within the
EU. Member States also cooperate with North Macedonia in the fight against organised
crime and terrorism, and on judicial, police and customs matters all with the support of the
EU justice and home affairs agencies.

North Macedonia is moderately prepared to implement the EU acquis. Some progress was
made in this chapter and in addressing last year’s recommendations, mainly with the
implementation of the Joint Action Plan on Counterterrorism, as well as adoption of strategic
documents in the field of border management and migration. Measures to counter violent
extremism and fight terrorism need to continue. Registration of migrants needs to be carried
out in a systematic manner and protection-sensitive profiling needs to be improved. The
country should establish a proper system for managing irregular movement and stop the
practice of returning migrants outside a legal framework. Cooperation with the EU law
enforcement agencies remains good, and a liaison prosecutor to EUROJUST has been
appointed. Since only partial progress was made on last year’s recommendations, these
remain valid.

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

— continue the proactive implementation of the institutional reforms of the structures
fighting organised crime with a focus on increasing operational capacity and cooperation;

— continue to implement the Joint Action Plan on Counterterrorism, with a focus on
prevention of extremism, reintegration of former foreign terrorist fighters and
deradicalisation in prisons;

— systematically register migrants and improve protection-sensitive profiling, as well as
adopting a more systematic approach to fighting migrant smuggling; align national
legislation with the EU’s list of visa required third countries.

Fight against organised crime

| North Macedonia has some level of preparation in the fight against organised crime. Some |
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progress was made mainly in operational cooperation with international partners, as well as
in improving the coordination of activities against organised crime, but more needs to be done
to improve the effectiveness of law enforcement in fighting certain forms of crime, such as
money laundering and financial crimes. The investigative centres at the Basic Public
Prosecution Office need to be strengthened to achieve their objectives of increasing the
efficiency of the investigations and improving the coordination between prosecutors, the
police and the other relevant bodies.

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

— further improve its track record on investigating, prosecuting and convicting instances of
organised crime and money laundering with a focus on confiscation of proceeds of crime;

— adopt and implement the necessary legislation on asset recovery;

— prepare the necessary legislation on cybersecurity and set up a coordinated and unified
system for tackling cybercrimes.

Institutional set-up and legal alignment

The country has 330 police officers per 100 000 inhabitants, compared with an EU average of
333 (Eurostat, 2018-2020). In 2021, 590 police officers were employed, and 600 new public
vacancies were announced.

Key institutions in the fight against organised crime include specialised police units within
the Ministry of Interior, which deal with different types of organised crime and financial
investigation. In addition, there is a Financial Intelligence Unit under the Ministry of Finance
that collects information and helps identify suspicious transactions. Financial Investigation
units operate within the Customs Administration, the Financial Police 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 vocational training. The Ministry of Interior
has prepared a Strategic Plan for the period of 2021-2023 that determines the medium term
priorities and contains objectives for the development of the police force and replaced the
previous Police Development Strategy.

North Macedonia implemented a comprehensive reform of its intelligence services. The
National Security Agency (NSA) is still located in the premises of Ministry of Interior. The
technical conditions for the proper functioning of the system for the interception of
communications have been further improved. The Operational Technical Agency has
continued to provide connection in the system for the interception of communications.

The Asset Recovery Office (ARO) set up within the Public Prosecution Office, is
understaffed, employing only one public prosecutor, out of five foreseen. The law on the
Asset Recovery Office has still not been adopted.

The National Cyber Security Council is composed of the Ministers of Defence, Interior and
Information Society and Administration, but was not active in the reporting period. The
National Cybersecurity Strategy 2018-2022 and related action plan will expire in the end of
2022. The new strategy is under preparation and needs to take into account assessment of the
implementation of the previous strategy.

Regarding the legal framework, the Criminal Code is broadly in line with European
standards and criminalises trafficking in human beings, online child pornography, computer
crime and drug trafficking. North Macedonia is party to the Council of Europe ‘Budapest’
Convention on cybercrime and was among the 22 countries that signed its Second Additional
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Protocol on enhanced co-operation and disclosure of electronic evidence. In relation to the
negotiation for a United Nations convention on cybercrime based on resolution 74/247 of the
United Nations General Assembly, North Macedonia demonstrated voting patterns that are
fully convergent with the position taken by the EU and its Member States.

As regards the strategic framework, there is a National Strategy for the prevention of money
laundering and financing terrorism (2021-2023), and a National Strategy for capacity building
for financial investigations and confiscation of property (2021-2023) together with the Action
Plan. In June 2022, the Parliament adopted new legislation on the fight against money
laundering and the financing of terrorism that aims to align with the 5" Anti Money
Laundering Directive, including crypto-assets and to address the recommendations of the
Financial Action Task Force. Cooperation among institutions continues to increase, and new
tools have been set up to ease reporting and monitoring of suspicious transactions based on a
risk assessment approach. The Financial Intelligence Office strengthened its analytical
capacity for data processing and financial analysis. 15 people were indicted and 7 convictions
were reached against 16 perpetrators for money laundering in 2021.

A National Strategy for combating trafficking in human beings and illegal migration (2021-
2025) continued to be implemented. The National Commission for combating trafficking in
human beings and illegal migration is responsible for monitoring the implementation of the
strategy. The decentralisation of the National Commission, through the creation of local
commissions at the municipal level, still needs to be implemented effectively on the ground.
The National Strategy for Control of Small Arms and Light Weapons and Action Plan 2022-
2025 aiming to harmonize with the objectives of the 2018 Roadmap sustainable solution to
the illegal possession, misuse and trafficking of small arms and light weapons, and their
ammunition in the Western Balkans remains to be adopted.

Implementation and enforcement capacity

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

In 2021, investigations were launched against 119 people. There were indictments brought
against 55 persons. Financial investigations were conducted in 3 cases. There were 10 cases
with first instance decisions to confiscate assets (cars, money, mobile phones). There are 15
ongoing trials. In 2021, 173 verdicts for organised crime have been reached at all instances.

The external oversight mechanism is being 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 investigators. The
department registered cases of excessive use of force by law enforcement officials against 135
persons. Investigative procedures were against 31 persons and verdicts were passed against 18
persons.

The National Coordination Centre for the Fight against Organised Crime is operational but it
needs to improve its operational capacity. Its activity has contributed to shortening of the time
of exchange of data and information about the needs of the involved institutions; sharing of
information between institutions on the ‘need-to-know’ principle; coordination between
institutions in cases when there is a request for data and information on the same targeted
natural or legal person; as well as support for the international exchange of information,
especially in the area of international police cooperation, which is an important segment in the
fight against organised and serious crime. All participating authorities have access to their
respective databases, and all have nominated their representatives.
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The Basic Public Prosecutor’s Office for Organised Crime and Corruption has insufficient
human resources and lacks financial resources for expert services. Specialisation within the
Office is needed, as well as a pro-active approach in pursuing cases.

The investigative centres in the Basic Public Prosecution Office in Skopje, Kumanovo and
Tetovo and in the Basic Public Prosecutor’s Office for Organised Crime and Corruption are
operational, but still lack sufficient human and financial resources and adequate equipment to
perform properly. These investigative centres have still not achieved their objectives of
increasing the efficiency of the investigations and improving the coordination between
prosecutors, the police and the other relevant bodies.

The country participates in international police cooperation activities through 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 trafficking of human beings, weapons, and drugs. A secure
communication link for information exchange (SIENA) is established.

North Macedonia continued to cooperate with EU police services through the European
Network of Fugitive Active Search Teams (ENFAST), in which it has an observer’s status.
The country also participates in EMPACT (the European Multidisciplinary Platform Against
Criminal Threats). In 2022, North Macedonia committed to participate in 26 operational
actions in nine of the 15 EMPACT operational action plans (OAPS), including as co-leader for
1 operational action. In 2021, North Macedonia participated in 32 EMPACT operational
actions. North Macedonia appointed a National EMPACT Coordinator.

The country continued to participate actively in EMPACT Joint Action Days (JADs), such as
the JAD South East Europe 2021 (promoting closer cooperation in the work against firearms
trafficking, the smuggling of migrants and drugs trafficking), the JAD Mobile 4 (targeting
various modalities of motor vehicle crime, including smuggling of stolen vehicles via the
external borders, parts of vehicles, as well as associated document fraud) and the JAD Danube
6 (focused on combatting the smuggling of migrants, fighting trafficking in human beings and
document fraud).

The National Serious and Organised Crime Threat Assessment was adopted on 15 December
2021 in accordance with the EUROPOL policies EMPACT cycle 2022-2025.

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.

Confiscation of criminal assets is not sufficiently used in criminal proceedings with only four
cases of confiscation of property in 2021. The confiscation of criminal assets should become
a strategic priority in the fight against organised crime, terrorism and high level corruption in
the country.

On small arms and light weapons, there are visible results with 328 pieces of firearms
seized in 2021. In the same year, 178 criminal offences on illegal production, possession and
trading in weapons were detected, for which 195 perpetrators were criminally charged.

Regarding cybercrime, the cyber incident response unit and Ministry of Interior (Cybercrime
unit) are obliged to exchange cyber incident and cybercrime data in accordance with the
Criminal Code. Cybercrime statistics (criminal justice statistics) are published by Ministry of
Interior on an annual basis. There has been an increase in detection by 5.6 % with a total of
169 computer crimes detected. In 2021, the number of registered crimes of sexual exploitation
of children on the internet has increased by 37.5 % to 11 cases.
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Efforts in key areas of the implementation of activities of within the goals related to Western
Balkans in the EU Action Plan on firearms trafficking®®, which include harmonisation of
legislation with EU acquis, drafting of a new Small Arms and Light Weapons strategy and
action plan, defining new rules of procedure for the SALW Commission as well as in
improving the investigation and record keeping capacities. Activities on awareness raising,
outreach and education on the dangers and risks related to the misuse, illicit possession and
trafficking of firearms/SALW are limited, as well as reduction of illicit firearms through
legalisation, voluntary surrender, deactivation and destruction.

Cooperation in the field of drugs
Institutional set-up 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 limited. There is still no national early warning system to liaise with the European
Monitoring Centre for Drugs and Drug Addiction on new psychoactive substances and new
trends.

The 2021-2025 National Drug Strategy and the Action Plan 2021 - 2023 were adopted in July
2021. The Strategy is based on human rights, guaranteed security of all citizens, and aims at
providing quality services by state government bodies, the bodies of the local self-government
units, the institutions, and the civic associations. Proper implementation, monitoring and
evaluation of the Strategy need to be ensured.

A new law on Control of Narcotic Drugs and Psychotropic Substances has been drafted. Any
changes to the law must comply with the EU acquis and international standards.

Implementation and enforcement capacity

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

In 2021, there was a significant improvement in the prevention of drug trafficking. A total of
701 criminal offences were recorded against 840 perpetrators. 10 organised criminal groups
with 61 members were uncovered and supressed, while in the first half of 2022, 9 organised
groups of 36 members.

In 2021, the Ministry of Interior confiscated 18,301 stems of cannabis and as 6,960 ml of
alcoholic solutions of tetrahydrocannabinol from legal entities holding a License for
production of cannabis oil extracts for medical purposes, whose production premises and
equipment were used for illegal cultivation of the narcotic drug - cannabis and production of
oil extracts. The control of those entities by law enforcement authorities needs to be
strengthened.

Cooperation with neighbouring countries is good, including on ad hoc operations.
Fight against terrorism
Institutional set-up and legal alignment

There is a national coordinator for counter-terrorism and countering violent extremism and
two deputies responsible for the prevention of violent extremism and for the fight against

10 Aligned with the goals and key performance indicators of the 2018 Regional Roadmap for a sustainable
solution to the illegal possession, misuse and trafficking of small arms and light weapons and their ammunition
in the Western Balkans.
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terrorism.

The Office is responsible for coordinating inter-institutional cooperation, in the form of the
National Committee for the Prevention of Violent Extremism and the Fight Against
Terrorism, chaired by the National Coordinator. The committee includes representatives of
the key institutions countering terrorism and violent extremism. The new composition was
nominated in November 2021.

Responsibility for terrorism-related issues is with the Ministry of Interior’s Department for
the Suppression of Organised and Serious Crime.

The legal framework is broadly aligned with the EU acquis and international anti-terrorism
instruments. A bank account register is still not established. Legislation on the protection of
critical infrastructure is under preparation.

The national strategy for countering terrorism (2018-2022) and the strategy for countering
violent extremism (2018-2022), and related action plans, will expire at the end of 2022. The
drafting of new strategic documents has started, and those need to be aligned with the EU
policy and key principles on Preventing and Countering Violent Extremism (P-CVE),
following an evaluation and in consultation with relevant stakeholders and adopted.

A National Plan for reintegration, resocialisation and rehabilitation of foreign terrorist fighters
returnees and members of their families (women and children) continued to be implemented.
Further progress is needed to develop a single and comprehensive approach in dealing with
foreign terrorist fighters and their families.

The implementation of the Bilateral Implementing Arrangement of the Joint Action Plan on
Counter-Terrorism for the Western Balkans progresses well and the parties agreed to update
the arrangement. North Macedonia submitted the fourth interim report in March 2022. Further
efforts are required in order to implement the remaining activities envisaged in the
arrangement.

Implementation and enforcement capacity

There are currently 9 foreign terrorist fighters in prison. No prisoners were released in 2021
and two persons were released in the first half of 2022.

143 citizens of the country have left for conflict zones since 2012: of these 69 have returned,
38 have been killed. There are 5 active fighters in the conflict zones. No departures to the
conflict zone were registered in 2021 and 2022.

Local mechanisms for the prevention and countering of violent extremism are in place.
Community action teams are set up in four sensitive municipalities (Cair, Gostivar, Kicevo
and Kumanovo) and have prepared their own action plans.

Efforts were made to set up structures and mechanisms to deal with reintegration at the local
level with a whole-of-society approach and inclusion of civil society. Nine local
multidisciplinary teams have been set up in Skopje, Tetovo, Kumanovo, Gostivar, Ohrid,
Struga, Kicevo, Plasinca and Makedonski Brod in order to provide support to returnees and
their families and are starting with their activities. Coordination between the different bodies
established at local level is needed, as well as making them fully operational. A better
clarification of competences, tasks and responsibilities between local and central level on P-
CVE is needed.

Radicalisation in prisons remains a concern and more actions are needed in that respect.
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Judicial cooperation in civil and criminal matters

The liaison prosecutor with EUROJUST facilitated ongoing investigations of serious, cross-
border, organised crime, terrorism, given the increased number of cases that have connection
with the Western Balkans.

Progress was limited regarding the legal framework for cooperation in civil and commercial
matters. An Agreement for mutual legal aid in civil matters was concluded with Kosovo.
North Macedonia should ratify the four Hague Conventions that it has already signed. In
2021, there were 856 incoming and 233 outgoing requests for mutual legal assistance in civil
matters. The employees in the international legal aid department attended a workshop on the
application of the Hague Conventions.

There were 429 incoming and 141 outgoing requests for mutual legal assistance in criminal
matters. During 2021, the country has not sent out nor received any requests
for the transfer of sentenced nationals back to their country of origin or extradition requests.

Staff in the Department for Mutual Legal Assistance attended English courses. One of
employees in the unit for criminal matters is the EUROJUST contact point and another is
the European Judicial Network (EJN) contact point. The country has appointed a liaison
prosecutor for EUROJUST, who works only part time. The country participated in 32 new
cases at EUROJUST, most of them relating to organised property crime, money laundering,
terrorism and swindling and fraud. Steps were taken to establish cooperation with the
European Public Prosecutor’s Office (EPPO).

Legal and irregular migration
Institutional set-up and legal alignment

The legal framework is largely in line with EU standards. The declaration of a state of crisis at
the country’s borders was extended until the end of 2022, allowing for the continued
deployment of the army. The Ministry of Interior is the main actor in the field of migration.
The fragmentation of tasks between the institutions dealing with migration persists, making
management less effective. In December 2021, Parliament adopted a new Resolution on
Migration Policy and its Action Plan (2021-2025) which defines the country’s strategic
directions and measures in migration management. The country’s new migration profile 2021
was developed, which includes relevant statistics on legal and irregular external migration and
on internal migration, as well as analysis based on the perception of migration trends in the
last decade (2009-2019). The new strategy for integration of refugees and foreigners is still
pending adoption, as there is no political will to move it forward. The implementation of the
National Strategy for Cooperation with Diaspora 2019-2023 should be enhanced. The
readmission agreements with EU countries continue to be implemented.

Implementation and enforcement capacity

North Macedonia continues to play an active role in the management of mixed migration
flows on one of the main transit routes for irregular mixed movement. The contingency plan
to manage large migratory flows still needs to be finalised and adopted. With the support of
guest officers from EU Member States, effective control at the southern border has been
ensured.

While the registration of migrants apprehended in the country resumed at the beginning of
2021, the lack of proper protection-sensitive profiling and referral to national protection
mechanisms of all persons identified as needing international protection or having other
protection needs remains a concern. Registration of migrants needs to be carried out in a
systematic manner and protection-sensitive profiling needs to be improved. With the support
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of the national authorities, European Border and Coast Guard Agency developed an in-depth
assessment (Masterplan) for North Macedonia, providing a comprehensive, detailed and
feasible implementation plan for the development of IT systems and communication
infrastructure for the identification and registration of mixed migration flows in line with EU
requirements to support future interoperability with EU large-scale IT systems. In the absence
of effective readmission arrangements with the neighbouring countries, the practice of
returning apprehended migrants outside of the legal and/or procedural framework to
neighbouring countries continued and should be discontinued as a matter of priority. There is
a systematic substantial discrepancy between the figures of reported irregular crossings and
presence in the transit centres, which are often almost empty.

Irregular movements through the territory continued at a decreased pace compared with the
previous years. The number of irregular arrivals in 2021 was 20 874 persons, compared to
41 257 persons recorded in 2020, traveling predominantly from Greece towards Serbia (some
86 %), with the nationals of Pakistan (34 %) and Afghanistan (22 %) constituting the largest
groups, mainly single males. People in irregular movement remain targets of organised
criminal groups engaged in people smuggling, that often extort money and abuse them in
various ways. They are at risk of human rights violations along the route. Five migrants died
in 2021 while on the move in the country.

Although police operations were carried out and some arrests took place, smuggling of
migrants continues. 64 cases of smuggling of 815 migrants were detected. In comparison to
2020 the detected cases of migrant smuggling showed a decrease of 33 %, and there is also a
decrease of more than 70 % with regard to smuggled migrants. The number of migrants
smuggled remains high and combating smuggling networks must be improved as a priority.

Two temporary transit centres at the borders are still in function, offering short-term
accommodation for a total number of 2 810 persons (798 in Vinojug and 2 012 in Tabanovce)
in 2021. Neither of the transit centres are suitable for long-term stays, and the authorities
continue to be reluctant to provide for more than a temporary stay. The running costs of both
centres continues to be covered from non-governmental sources. The legal status of both
centres remains a serious gap that has led to the adoption of several practices not in line with
legal standards. There is no procedure or judicial oversight of the decision for accommodating
migrants in Vinojug that became a closed centre, with limited freedom of movement for
migrants. In 2021, the national authorities also used Vinojug to de facto detain migrants
intercepted during the smuggling incidents for the purpose of taking their statements as
evidence before the Criminal Court (many of them unaccompanied minors), while those
seeking asylum were processed within 3-4 days and transported to Vizbegovo Reception
Centre for Asylum Seekers.

The readmission agreement with the EU is being implemented in a satisfactory manner by the
country. In August 2021, the Protocol between the Government and the States of the Benelux
on the Implementation of the Readmission Agreement. The implementing protocols with ten
EU Member States continue to be efficiently implemented. In 2021, the decrease in the
number of return decisions issued to nationals of North Macedonia continued. (2 200 in 2021
compared to 2 360 in 2020, representing a 7% decrease), as well as in the number of people
effectively returned (940 in 2021 compared to 1 445in 2000, representing a 35% decrease). In
the first six months of 2022, 940 citizens of North Macedonia were ordered to leave, while
540 were effectively returned.

In 2021, North Macedonia temporarily hosted some 633 evacuees/refugees from Afghanistan.
The evacuees were hosted in local hotels, while awaiting resettlement to other countries. By
the end of November, 85 evacuees/refugees were resettled.
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As of March 2022, North Macedonia has started hosting refugees from Ukraine, mostly in
private accommodation, who have been granted a temporary protection status.

Refugees from Kosovo, mainly Roma estimated at 251, remain in limbo with an uncertain
status. Except for a limited number (14) of recognised refugees, the rest have either subsidiary
protection (87) or no status (150). While the national authorities are not returning or deporting
them, they remain without status and without access to rights. After two decades of living in
the country, with various statuses, there is a need for a sustainable solution. In 2021 through
the assisted voluntary return and reintegration programme, a total of 6 third country nationals
not in need of international protection, were assisted with their return to their countries of
origin, including Turkiye, Armenia and Iraq.

Asylum
Institutional set-up and legal alignment

The Law on international and temporary protection, is largely aligned with the EU acquis and
relevant by-laws are in place. A gap remains in the area of detention for people in irregular
movement, as the current legislation does not provide alternatives to detention. The absence
of personal identification numbers for asylum-seekers and persons under temporary protection
remains unaddressed and is a critical gap in the protection of rights guaranteed by the law,
such as the right to work, opening a bank account and managing property, certification of
education and others. The law provides the right for family reunification. Recognised refugees
can benefit from it immediately but concerns remain regarding delayed family reunification
for people under subsidiary protection, for two years following status recognition. Since
subsidiary protection is becoming a prevalent form of protection granted in the country,
including for 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.

The law on foreigners allows for granting long-term residence to people who have enjoyed
international protection, thus facilitating their local integration. However, they must still
present proof of regular income and a registered place of residence to benefit from this
provision. Given the extreme vulnerability of some applicants, there is a risk that the rights
under this provision remain only theoretical. Such requirements are especially difficult for
Kosovo Roma who are still under subsidiary protection. Their status is reviewed every year
and prevents them from acquiring long-term employment.

Implementation and enforcement capacity

The implementation of the asylum procedure is not yet in line with the EU acquis. The
arbitrary detention of people apprehended in irregular movements in the reception centre for
foreigners in the Gazi Baba municipality to ensure their testimony as witnesses in court cases
against smugglers continued. This practice is not in line with international standards. During
2021, a total of 197 adults (171 men and 26 women) were detained in the centre for foreigners
in Gazi Baba as well as 18 minors (3 accompanied and 15 unaccompanied). Following a
government decision of October 2021 to suspend construction activities for the new reception
centre for foreigners in Bardovci, no new location was found for this building. The only
remaining facility of this type is the old reception centre for foreigners in Gazi Baba. Regular
reception capacity remained unchanged and is adapted to current needs. The authorities did
not put in place alternative state-run accommodation facilities for persons with specific needs.
In 2021, the time spent in detention was between 29 and 50 days on average, which is
considered as too lengthy. There is still no effective judicial control over the detention
practices and migrants in detention do not benefit from legal counselling and assistance to
have effective access to justice and legal remedies.
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Access to the asylum procedure continued to be ensured. In 2021, 100 applications for asylum
were submitted (a decrease in comparison to 211 in 2020), out of which 22 % from Syria,
16 % from Pakistan, 9 % from Turkiye, 7 % from Cuba and 5 % from Chechnya. Asylum
claims were promptly registered and processed. By the end of 2021, the Sector for Asylum
conducted 25 online asylum interviews, granted subsidiary protection to four persons and
rejected 23 persons, while the procedures for the others were discontinued as the asylum-
seekers had absconded. Refugee status has not been granted to anyone since 2016. The
existing database on foreigners still needs to be upgraded through the development of a new
asylum module, which should provide a case-management tool for processing asylum claims.
There is no backlog of asylum cases, and the majority of cases are discontinued due to the
high rate of claim abandonment.

Despite some progress, the quality of asylum decisions remains of concern. Most of those
granted subsidiary protection are vulnerable persons and unaccompanied and separated
children without a proper consideration of the merits of the claim but rather of the
humanitarian needs. The length of the entire asylum procedure may last several years, which
is not efficient. Inter alia, credibility assessments, the legal reasoning of decisions, the
individual assessment of the personal circumstances of the applicants, the correct assessment
of relevant and updated country of origin information, and the prioritisation of manifestly
founded cases remain to be addressed. Although guaranteed by law, no favourable procedure
has been implemented in relation to persons with specific needs.

The Administrative Court and the High Administrative Court continue to take decisions on
procedural grounds rather than on the merit of the asylum claims. The cases returned to the
administrative authority remain unchanged despite the court ruling. Therefore, the asylum
procedure is prolonged with no effective remedy. The in-person hearing of attorneys and
asylum officials, but not of the asylum-seekers, continued. Decisions on status determination
are usually accompanied by an automatic ruling of expulsion without quality assessment of
whether an individual may be subject to persecution upon return.

In 2021, the Sector for Asylum continued the practice of terminating international protection
for refugees from Kosovo who were granted subsidiary protection. Between January and
December 2021, 43 Kosovo Roma (21 cases) lost subsidiary protection. Such practices
undermine the possibilities of finding a lasting solution for the remaining refugees from
Kosovo and closing this long-standing issue. There are no state-funded interpretation services
provided at any stage of the asylum procedure or for any language, and this represents a major
gap in the asylum procedure. Free legal aid foreseen under the amended Law on Free Legal
Assistance remained unavailable.

In 2021, the government continued to enrol asylum-seeking children in primary education
shortly after their arrival. However, proper inclusion in the educational process needs to be
addressed, providing that children undergo a procedure to determine their level of knowledge
as foreseen by the Law on Primary Education and are placed in the appropriate education
level. In addition, no systematic Macedonian language and extracurricular classes are offered
to foster an easy transition between education levels, including secondary education. Older
children continue to miss education opportunities due to these gaps. Teachers should benefit
from support and guidance in working with refugee children.

High level political will is needed to implement further improvements in the asylum system.
The country cooperates with the European Union Agency for Asylum (EUAA) through
implementation of a comprehensive Roadmap to support the establishment of asylum and
reception systems in line with EU standards for the period 2020-2022.
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Visa policy

The visa regime is largely aligned with that of the EU. The Commission’s fourth Report under
the Visa Suspension Mechanism*! of August 2021 concluded that North Macedonia continues
to meet the visa liberalisation benchmarks. The national legislation is not fully in line with the
EU list of countries whose nationals are subject to a visa for short stays in the EU. Short stay
visas have been unilaterally abolished for nationals of third countries who are national holders
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. North Macedonia has re-introduced the visa requirement for Russian nationals
in March 2022.

The visa policy needs to be further aligned for a number of countries currently on the EU
visa-free list, whose nationals are still required to have a visa to enter North Macedonia.

Schengen and external borders
Institutional set-up and legal alignment

The Department of Border Affairs and Migration is a specialised 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 borders is largely aligned with EU
standards. The National Strategy for Integrated Border Management 2022-2025 was adopted
in 2022 and is aligned with the 2006 EU concept on integrated border management. The Law
on Border Control remains to be amended in order to align it with Directive 2016/681 on the
use of passenger name record (PNR) data for the prevention, detection, investigation and
prosecution of terrorist offences and serious crime.

Implementation and enforcement capacity

Mixed police patrols are deployed at the southern border involving members of the border
police of Austria, Croatia, Czechia, Hungary, Poland, Slovenia, Slovakia and Serbia, to
manage migration flows. The national authorities cooperate with the European Border and
Coast Guard Agency (Frontex) and participate in joint operations. In August 2022, the
Commission negotiated a status agreement with North Macedonia that is expected to be
signed before the end of the year. In the meantime, the country cooperates with Frontex in
developing an operational plan, allowing for the rapid deployment of teams in the country.

North Macedonia’s National Coordination Centre for cooperation in the field of external
border surveillance is partially operational 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. Joint border patrols
with neighbouring countries and the joint police contact centres continued to regularly
exchange information. There were mixed patrols with Albania, Serbia and Kosovo. There are
currently two common border-crossing points for local traffic with Serbia and one with
Albania

All aspects of customs cooperation are now covered under Chapter 29 — Customs Union.

1 COM(2021) 602 final
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2.3. ECONOMIC CRITERIA

Table 3.1: 2013-18 2019 2020 2021
North Macedonia - Key economic figures average
GDP per capita (% of EU-27 in PPS)" 37 38 37 42
Real GDP growth 2.9 3.2 -6.1 4.0
Economic activity rate of the population aged 15-64 (%), total”  65.1 66.3 65.5 65.5
female 52.0 54.8 54.0 53.4
male 77.8 77.3 76.7 77.1
Unemployment rate of the population aged 15-64 (%), total” 25.2 17.4 16.6 15.8
female 24.7 18.6 16.1 14.7
male 25.5 16.6 16.9 16.6
Employment of the population aged 15-64 (annual growth %) 2.5 5.4 -0.5 0.2
Nominal wages (annual growth %) 2.5 5.1 8.3 5.7
Consumer price index (annual growth %) 0.8 0.8 1.2 3.2
Exchange rate against EUR 61.58 6151 61.67 61.63
Current account balance (% of GDP) -1.3 -3.3 -3.4 -35
Net foreign direct investment, FDI (% of GDP) 3.0 3.2 15 3.7
General govermment balance (% of GDP) -3.1 -2.0 -8.2 -54
General government debt (% of GDP) 38.3 40.5 51.9 51.8
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
years. The Commission's monitoring takes place in two processes: the Economic Reform
Programme exercise and the below assessment of compliance with the economic criteria for
accession. Each enlargement country prepares an Economic Reform Programme (ERP)
annually, which sets out a medium-term macro-fiscal policy framework and a structural
reform agenda aimed at ensuring competitiveness and inclusive growth. The ERPs are the
basis for country-specific policy guidance jointly adopted by the EU and the Western Balkans
and Turkiye at ministerial level in May each year.'

2.3.1. The existence of a functioning market economy

North Macedonia has made some progress and is at a good level of preparation in
developing a functioning market economy. In 2021, the economy largely recovered from the
COVID-19 crisis, partly reflecting fiscal support measures implemented to help the recovery.
Simultaneously, the government stepped up public investment although capital spending still
lagged behind plans. Helped by rebounding tax revenue, the fiscal deficit declined to 5.4 % of
GDP in 2021, while the general government and the public debt levels stabilised after a large
increase in 2020. With the rise in food and energy prices accelerating in early 2022, the
government adopted a new set of fiscal measures to contain the negative impact on the
economy. These measures were though not well targeted to those most in need. The central
bank tightened its policy stance in view of rising inflationary pressures.

Important policy reforms to improve fiscal governance and the sustainability of public
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finances stalled. The management of public investment remains to be improved; the new
framework for governing public-private partnerships has not yet been adopted by the
government; and the indexation of pensions has been changed to also reflect wage
developments alongside inflation, implying further expenditure pressures on the already
strained Pension Fund. After long delays, the new Organic Budget Law, which provides for
fiscal rules and a fiscal council, was adopted by the Parliament in mid-September.

The banking sector remained sound, liquid and profitable, and financial stability was
bolstered by progress on some key legislation. Credit growth to the private sector accelerated,
in particular to companies. Regulatory measures to ease borrowing requirements were phased
out in 2021. The business environment continued to be impeded by the large size of the
informal economy and slow progress in streamlining para-fiscal charges.

As the recommendations of last year were partly implemented and in order to improve the
functioning of the market economy, North Macedonia should in particular:

— Improve the targeting of fiscal support to help vulnerable households and companies
facing rising food and energy prices and ensure its the temporary nature; improve revenue
collection and broaden the tax base in line with the Tax System Reform Strategy,
including by streamlining tax exemptions;

— Implement the Organic Budget Law and ensure the timely establishment of the Fiscal
Council;

— To improve the business environment, widen the range of services available for businesses
and citizens on the government’s e-portal and streamline para-fiscal charges in line with
the established inventory.

Economic governance

The government provided large-scale fiscal support to the economy to cope with rising
price pressures, but progress on important reforms was slow. While continuing to
implement pandemic-related anti-crisis measures from six packages adopted in 2020 and
2021, the government agreed on a new set of measures, in March 2022, to ease the burden of
high food and energy prices on the economy. At the same time, it bolstered public investment,
by raising capital expenditure in 2021 and launched a new Growth Acceleration Plan for the
period 2022 to 2026, which foresees sizeable public investment to leverage additional private
financing. Yet, some important reforms have progressed only slowly or stalled, such as
improvements in public investment management; the broadening of the tax base; the
establishment of a fully functioning state-aid registry; and the adoption of a new legal
framework for public-private partnerships. The new Organic Budget Law, which provides for
fiscal rules, a fiscal council and a proper medium-term budgetary framework was submitted to
the Parliament in December 2021 and was finally adopted in mid-September 2022. There was
reform reversal with regard to the move back to a price and wage-linked indexation formula
for pensions, which is likely to raise the pensions bill considerably.

The policy guidance jointly agreed at the July 2021 Economic and Financial Dialogue
between the EU and the Western Balkans and Turkiye has been partially implemented. The
government fulfilled all conditions for the disbursement of the second tranche (EUR 80
million) of macro-financial assistance from
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dropped by 6.1 % in 2020, the economy rebounded by 4 % in 2021, driven by domestic
demand. Remittances from abroad returned to pre-crisis levels, bolstering household’s
disposable income, and wage subsidies from the government helped to keep employment
stable. COVID-19-related containment measures were gradually lifted. Growth dynamics
slowed down towards the end of 2021, as external demand weakened, disruptions in global
supply chains aggravated, and food and energy prices started to rise rapidly. Due to strong
import growth, driven by steeper global commodity prices as well as reinvigorated domestic
demand, net exports’ contribution to GDP growth turned negative in 2021. In the first half of
2022, annual GDP growth averaged 2.6%, driven partly by a robust rise in investment.
Convergence with EU income levels has remained sluggish. Real GDP per capita has
increased only marginally in the past five years, from 36 % of the EU-28 average in 2015 to
38 % in 2020.

The external position started to deteriorate in late 2021, as the post-pandemic recovery
strengthened while import prices rose sharply. In 2021, the current account deficit
remained at the same level as one year earlier, at 3.5 % of GDP, above its average of the
period 2017 to 2019 (1.5 %). However, since the last quarter of 2021, the merchandise trade
balance has deteriorated steadily, largely on account of rising energy prices, reflecting the
country’s high dependence on energy imports. This Graph 3.2: North Macedonia - Current account
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from a low 1.5 % in 2020, hence surpassing their average in the period 2017 to 2019 (3.5 %).
After having decreased each year between 2016 and 2019, the external debt ratio jumped by
7.3pps in 2020 to 80.3 % and it rose further to 81.4 % in 2021, mainly as a result of continued
foreign financing for crisis-induced needs. However, the structure of the debt implies
moderate risks. Long-term debt makes up about 70 % of the total, and the share of
intercompany debt and trade credits, which constitute less volatile components of foreign
debt, is high.

Foreign reserves came under pressure in early 2022 which abated somewhat over the
summer. Foreign reserves were bolstered in 2021 (+8.4 % year-over-year at end-2021,
representing five months of prospective imports) by financial inflows, including the second
tranche of macro-financial assistance from the European Union, a pickup in foreign direct
investment, as well as portfolio inflows. However, in the first quarter of 2022 and beyond, due
to a large increase in the energy trade deficit, domestic conversion pressures into euro-
denominated assets, and public debt repayments, foreign reserves declined. Partly due to a
seasonal increase in private transfers, reserves increased slightly over the summer. However,
at end-August they were still lower by 9.8 % compared to end-2021.

The central bank continued its accommodative monetary policy in 2021, but started
tightening in early 2022, in light of accelerating inflation. The central bank raised the key
policy rate four times between April and July 2022, from the historic low of 1.25% to 2.5%,
effectively putting an end to its accommodative
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including from sustained wage growth, which was further fuelled by an 18.5 % hike in the
minimum wage as of March 2022. The consumer price index rose by 3.2 % in 2021,
compared to 1.2% in 2020, with increases accelerating further each month since the
beginning of 2022, to an average of 11.6 % in the first eight months. The currency is in a
stable, de facto pegged exchange rate regime with the euro. Concerns arose about the
operational independence of the central bank, as it has not been exempted from the draft laws
on administrative servants and the law on public sector employees. Overall, the monetary
policy stance has been in line with current economic fundamentals, responding to market
expectations of further rising inflation, while mitigating the negative impact on the economy
stemming from the pandemic and the energy crisis.

Public finances improved in 2021, as tax revenue recovered. In the 5 years preceding the
pandemic, the general government fiscal deficit was declining each year, in terms of GDP,
partly on the back of under-execution of budgeted capital expenditure, before jumping to
8.2 % of GDP in 2020 as the COVID-19 crisis hit public finances. Driven by higher tax
income, public revenue recovered gradually through 2021 from the pandemic-related trough.
Capital spending, at 79 % of the revised budget, was, again, severely under-implemented, yet
much increased compared with 2020.> The deficit (5.4 % of GDP) remained below the
revised target, and substantially below the 2020 deficit. Implementation of measures in 2021
from the six sets of anti-crisis measures amounted to some 2.5 % of GDP. The 2022 budget
foresees a gradual phasing out of pandemic-related support amidst a large increase in capital
expenditure. In March 2022, the government adopted measures totalling some EUR 400
million, to mitigate the negative economic impact from rising food and energy prices. This
includes transfers to the state-owned electricity producer to subsidise prices on the regulated
market, as well as temporary reductions in the VAT rate on fuel, gas oil and liquified
petroleum gas (LPG) from 18% to 10 % (these measures expired on 1 June), and an extension
of the lower VAT rate on electricity, delaying the gradual return to the regular 18 % rate,** as
well as a temporary zero rate on basic food products. To accommodate this package, the
government, in May 2022, revised the budget, raising the deficit target to 5.3 % (+1pp
compared to the original 2022 budget), in spite of an inflation-driven boost to tax income in
the first quarter.

Debt levels stabilised in 2021 after the pandemic-induced surge in 2020. Both general
government debt and public debt declined marginally in 2021 as a share of GDP. Government
debt amounted to 51.8 % of GDP at end-2021 (-0.1pp y-0-y), after surging by 10.4pps y-0-y
in 2020. The share of foreign currency debt increased in both years, because financing
requirements were covered to a large part through borrowing abroad. Apart from funding the
still elevated budget deficit in 2021, the government needed to roll over a Eurobond worth
EUR 500 million, which it had refinanced through a new Eurobond issued in March 2021
(EUR 700 million). With no Eurobond maturing, debt rollover needs are benign in 2022, but
financing the still elevated budget deficit requires careful debt management amid tightening
global financial conditions.

Deficiencies in public finance management remain. Shortcomings in revenue collection
and a large number of tax exemptions eroding the tax base have contributed to a decline in
public revenue ratios in recent years. The rising pensions bill poses further risks to fiscal
sustainability, exacerbated by the recent change in the indexation formula, a steep rise in

12 However, this does not account for capital expenditure carried out by off-budget entities, the most significant
one being the Public Enterprise for State Roads, which is implementing a sizable multi-year investment
programme of over EUR 1 billion. Central and local government habitually accounts for about one third of total
public sector investment.

13 The planned increase from 5 % to 10 % has been postponed from July to December 2022.

51



minimum wages, and a one-off pension increase in the first half of 2022. Further fiscal risks
emanate from the recent resurgence of high budget arrears in the health sector.

Implementation of fiscal governance reforms has been sluggish. Implementation of the
Action Plan for improving public investment management (P1M) is heavily delayed, including
the setting up of a dedicated PIM unit in the Ministry of Finance. A draft law on public-
private partnerships (PPPs) to address shortcomings in the current framework governing PPPs
and concessions, was finalised in 2021, but is still awaiting adoption by the government. The
law, which also provides for improved monitoring of fiscal risks arising from PPPs, would
facilitate the planned increase in public investment. The government did not progress much
on the implementation of its March 2021 Action Plan operationalising the 2020-2023 Tax
System Reform Strategy. Rather, the tax base was further narrowed through new, partly
permanent exemptions, such as for personal income tax in the IT industry. In August, the
government announced plans for tax reforms aimed at expanding the tax base, including the
introduction of progressive income taxation, to be implemented in the period 2023-25.

Progress on the implementation of the Organic Budget Law is slow. The new Organic
Budget Law was adopted by the Parliament in September 2022 after a lengthy procedure,
requires substantial secondary legislation, the development of which is only in its initial
phase. Moreover, its implementation depends heavily on the introduction of the new
integrated IT system (IFMIS), which is yet to be established as well.

The policy mix aimed to cushion the impact of the pandemic and the rise in the cost of
living, but fiscal support could have been better targeted in view of the available fiscal
space. With pressures on the budget increasing, broad-based fiscal support, such as tax
exemptions for energy products, poses a risk to fiscal sustainability. The government faces the
challenge of targeting support to vulnerable households and companies, and to keep support
temporary. Shortcomings in the planning, implementation, and monitoring of measures, as
well as in their transparency and accountability, impact on their effectiveness.* The
government also needs to envisage a gradual return to fiscal consolidation once the recovery
is firmly entrenched. The recent tightening of monetary policy was appropriate, in light of
increasing price pressures.

Functioning of product markets

Business environment

Streamlining the array of para-fiscal fees has progressed slowly. After the government
took a first step in early 2021 towards reducing the number of para-fiscal fees, the process of
assessing and optimising the published list of 377 charges at central and local level has not
progressed much. The implementation of other key measures to improve the business
environment is also protracted, such as the implementation of the 2019 Law on inspection
supervision and implementing transparent and consistent procedures for inspections. The new
bankruptcy law, intended to facilitate market exit by reducing the cost and time of procedures,
has not yet been adopted. The use of fast-track procedures for public consultation has not
abated, while quality control and ex post follow up to consultations remains deficient. The
scope of digital services available on the national e-service portal with full electronic
interaction has not much increased, with implementation suffering from low institutional
capacity. In general, the government’s approach to simplifying the business environment is
not sufficiently systematic and consistent.

14 See also the findings of the April 2022 Performance Audit Report on the government’s COVID-19 measures
by the State Audit Office of North Macedonia.
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Challenges posed by the large informal economy are not addressed in a decisive manner.
The informal economy continues to pose an important obstacle to business operations for
regulated firms. According to IMF estimates, it could account for as much as 38 % of GDP.%®
Implementation of the government’s Strategy and Action Plan to combat the informal
economy remains sluggish, in particular regarding the formalisation of undeclared workers. In
October 2021, the government adopted a report assessing the implementation of this Plan, and
also adopted a new, 2021-2022 Action Plan. The country’s informal sector takes various
forms, of which the most prominent are unregistered labour, partially undeclared wages and
other irregularities in the enforcement of the Labour Relations Act.

State influence on the product market

Transparency and efficiency of state aid remains deficient. State aid was stepped up in
2020 (7.9 % of GDP) and 2021 (6.8 %), compared to the pre-COVID-19 period (average
2017-2019: 5.3 %), but its governance deteriorated further. While the authorities have ensured
public dissemination of information related to the adoption of the COVID-19 support
measures, including through a dedicated webpage, the information provided remains
incomplete and the criteria for the selection of beneficiaries are often unclear. Anti-crisis
measures suffer from inadequate planning, implementation and monitoring, as well as
transparency and accountability. There is little ex-ante analysis of potential impact and little
ex-post efficiency evaluation, as the April 2022 report from the State Audit Office found. The
government also provided liquidity support to companies, in the form of interest-free credit.
Overall, transparency and effectiveness of state aid is affected by the high number of state aid
providers, the lack of an updated registry, and the still marginal competences of the
Commission for the Protection of Competition (CPC) in state aid supervision. As a
precondition for the establishment of a state aid registry, the government is setting up a
management information system connecting different institutions, but overall, the process is
delayed. The energy market was fully liberalised in 2019. However, in 2021, reforms in the
energy sector slowed down since there was no tangible progress, either in the unbundling of
the gas transmission system operator GA-MA AD, although a long-standing dispute over its
ownership was finally settled. In 2021, 53.5 % of the electricity needs are provided on the
open electricity market. This share increased compared to 52.24 % in 2020. Over 20 000 retail
customers switched suppliers in 2021.

Privatisation and restructuring

The public sector’s stake in the economy remains low. In 2021, the number of companies
in full-state ownership went up by one (GA-MA AD Skopje, gas transmission), to 17,
compared to the three preceding years. The number of companies in partial ownership
decreased by one, to 39, most of these with a state ownership share of below 1 % of issued
capital).*® The total value of state ownership in enterprises amounted to some 10 % of GDP.
There are currently no plans for further privatisations.

Functioning of the financial market

Financial stability

The banking sector remained sound throughout the crisis. Banks are well-capitalised,
liquid and profitable. The capital adequacy ratio increased further in 2021 and was above its
level of five years earlier (+2.1 pps. at 17.3 % of risk-weighted assets), much exceeding the

15 The IMF figure is at the upper range of estimates.

16 The figures are based on information from the government. A new harmonised and internationally
standardised Global Database of State-Owned Enterprises (SOEs) by the World Bank shows that there are 88
SOEs, of which 35 owned by the Government of North Macedonia at 100 percent ownership.
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regulatory minimum. Liquid assets accounted for over one third of total assets at end-2021
and covered more than half of short-term liabilities. Return on equity (12.9 %) was higher
than one year earlier. Bank funding was stable, with the loan-to-deposit ratio unchanged year-
on-year (82 %). However, financial diversification progresses slowly, with banks accounting
for some 80.5 % of financial sector assets at end-2020, lower by 5.3pps. compared to end-
2015. The share of foreign equity in total bank equity has been consistently high in the past
five years, at about 75 %.

Demand for foreign currency deposits remains strong. The appetite of savers for euro-
denominated deposits, induced by, first, the COVID-19 crisis, followed by the energy crisis,
continued. The share of foreign currency in total bank deposits has increased each quarter
since end-2020, amounting to 47.4% at the end of the first quarter 2022 (+5.2pps. year-over-
year). This prompted monetary authorities, in late March 2022, to amend reserve
requirements, in order to promote local currency deposits in line with its 2018 denarisation
strategy. The share of foreign-denominated in total loans, on the other hand, dropped in the
same period. The ratio of non-performing loans (NPL in total loans to the non-financial sector
has been decreasing continuously since the end of 2013, to a record low of 3.1 % at the end of
the first quarter 2022. Households and corporates benefitted from regulatory easing with
regard to lending, including measures enabling banks to approve a temporary moratorium on
loan repayments, which were phased out in 2021.

Steps have been taken to strengthen the institutional framework for ensuring financial
stability. Amendments to the Financial Stability Law, which would assign the central bank
the leading role in developing and implementing macro-prudential and financial stability
policies remain to be adopted. A regulation to facilitate the sale of NPLs was adopted in
March 2022. Improved instruments to deal with NPLs are vital, as the economy might still
face a rise in NPL, following regulatory normalisation and renewed cost pressures on
companies from rising import prices and the war in Ukraine. Also, in July 2022, the National
Bank adopted a decision to increase the countercyclical capital buffer to 0.5% as of August
2023.

With a view to improving financial literacy, the financial regulators, led by the central bank,
adopted the first national Strategy for Financial Education and Financial Inclusion in 2021.
On this basis, the central bank adopted a Code of Good Practices for Financial Education,
establishing the principles to be respected by institutions offering financial education
programmes.

Access to finance

Bank lending has sped up, but financial deepening progresses only slowly. Central bank
action as well as liquidity support from the government have eased access to finance for
companies since the onset of the pandemic. Credit growth to the non-financial private sector
picked up in 2021 (+0.3pps year-over year to 6.2 % on average), and accelerated further in the
first three months of 2022. Unhabitually, growth in lending to corporates exceeded the
increase for households. Local currency lending rose faster than credit in foreign currency. At
88.3 %, the ratio of total assets of the banking sector to GDP was below its level of one year
earlier, but substantially above its level of end-2016 (74.8 %).

Functioning of the labour market

The recovery and government support measures have bolstered the labour market, but
structural problems remain. Wage subsidies and liquidity support from the government
bolstered labour market resilience also in 2021 and beyond. According to data for the second
quarter of 2022 from the Labour Force Survey, which has been based on the results of the
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2021 population census since the first quarter of 2022, the labour force (15-64) dropped by
14.2 % year-over-year (end of second quarter 2022), while the activity rate rose by 0.9 pps in
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for men rose by more during the pandemic than the rate for women. The gap widened by
2.5pps, to 25.8pps. (end of second quarter 2022), compared to the same period one year
earlier. Youth unemployment remains high, at 30.9 %, but is declining steadily (-6.9pps. year-
over-year. Compared to the first quarter of 2022, the unemployment rate for the age group 15-
24 years declined by 3.9pps, with the labour force in this cohort lower by 7.9%. Youth
unemployment has declined significantly since the government’s Youth Guarantee scheme
entered into force in 2018. Around 80 % of unemployed are so long-term, largely reflecting
an entrenched skills mismatch. Given limited human and financial resources in employment
agencies, the government faces the challenge of better targeting the vulnerable unemployed,
with a view to their participation in active labour market policies. The share of informal
workers in total employees remained high, at some 14 % in 2019, according to government
data, even though declining persistently since 2015. The 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 competitive pressure and market forces within the
Union

North Macedonia has made some progress and is moderately prepared to cope with
competitive pressure and market forces within the Union. Integration with the EU in trade and
investment remained at a high level in 2021, in spite of lockdowns and disruptions of supply
chains domestically and in trade partner countries. The share of high-value products in
exports increased further. There was further progress towards improving vocational
educational training (VET), but major skills shortages persist with regard to labour market
needs, entailing long school-to-work transition. These, as well as large gaps in transport and
energy infrastructure, coupled with low investment and innovation spending are restricting
potential growth. The digitalisation of the economy is advancing, but the competitiveness of
domestic businesses could be improved through a wider offering of public e-services.

As some of the 2021 recommendations have not been fully implemented, most requirements
stay the same and North Macedonia should in particular:

— Increase financial and human resources to speed up reforms of the VET system;

— Adopt and implement energy efficiency legislation, including implementing legislation to
the energy efficiency law and enhance related human and technical capacity;

— Set up an energy efficiency fund.

17 The new census implies a structural shift in labour market data, impacting the results of the LFS. Hence, as the
Statistical Office points out, this affects the comparability with data from preceding years. Compared with the
first quarter 2022, the labour force (15-64) rose slightly in Q2, by 0.1pps, and the unemployment rate declined
by 0.2pps., partly reflecting seasonal effects.
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Education and innovation

Progress in reforming education curricula and reducing skills mismatches is hampered
by lack of funding and capacity. While 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 demand. State financial support for
education is insufficient and coordination between the education sector and businesses is
weak. In 2020, public spending on education and training amounted to 3.3 % of GDP,
compared to an average of 3.7 % of GDP in the past five years. This is much below the EU-
level (5 %) and also below peer-country averages. It hinders an adequate implementation of
the 2018-2025 education strategy. Moreover, spending is highly inefficient, mainly on
account of outdated formulas for the redistribution of public education funds by the
municipalities. There was substantial improvement in the 2018 PISA ranking, compared to
2015, but the country still ranks in the lowest quartile. Vocational training (VET) curricula are
under revision since 2019, so as to adjust them to labour market needs. However, the
modernisation of the country’s three VET centers is hampered by slow parliamentary adoption
of necessary legislation. Innovation activity remains, overall, low. At 0.4 % of GDP, including
a small share from the private sector, the economy’s expenditure on research and innovation
has not increased over recent years, and remains significantly below the EU average. The
country remains an emerging innovator, according to the EU innovation scoreboard.

Physical capital and quality of infrastructure

Investment spending remains low in light of major needs to increase physical capital.
Gross capital formation (GCF) as a share of GDP rose to 33.8 % in 2021, up from 29.6 % in
2020. The share of gross fixed capital formation (GFCF) in GCF amounted to 76 % in 2020,
or 22 % of GDP (compared to 24 % in 2015). The share of investment in construction has
been rising in recent years and made up about 29.5 % of GFCF in 2020, followed by industry
(22 %). Trade, transportation, food and services accounted for 17 % of GFCF. In terms of
ownership, public sector investment makes up about 22 % of the total amount of GFCF,
mainly on account of road construction through the Public Enterprise for State Roads. In the
face of the current energy crisis, as well as the protracted works on a number of major road
and rail projects, the need to modernise the country’s capital stock, in particular the transport
and energy networks, appears ever more pressing.

Regional transport connectivity progresses slowly. There has been some progress on
upgrading major road sections to highway level, but the works on Rail Corridor VIII to
Bulgaria are still stalled. After the second deadline to complete the construction of the
Kicevo-Ohrid motorway was missed in June 2021, the period for completion was extended by
another two years. Works on Road Corridor X have restarted with a new contractor. The
construction of the Eastern end of Rail Corridor VIII towards Bulgaria, which suffered from
the termination of contracts in 2020 upon lack of progress on site and poor implementation
capacity, is still facing significant problems, and no new contractor has been selected.
Regarding Rail Corridor X, the joint agreement with Greece for facilitation of the rail border
procedures is still pending. There was some progress on the Joint Railway Border Station with
Serbia, with the tender procedure to be launched by end-2022. Maintenance and service of
regional and local roads and rail systems need to be improved.

The digitalisation of the economy is advancing further, but remains low compared with
the EU. The percentage of households with internet access at home increased by 10 pps.
between 2015 and 2020, to 79 %. A fixed broadband connection to the Internet is used by
88 % of household users, and by 92 % of enterprises with ten or more employees, but smaller
companies still face obstacles. Of the total number of enterprises, 54.5% had a
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website/homepage. Overall, there is a particular need to increase access to broadband; expand
available e-government services; and develop digital skills.

Energy diversification needs are pressing, while measures to improve energy efficiency
are lagging. The economy is characterised by high-energy intensity with low efficiency in
energy production and consumption. Electricity generation is highly dependent on coal, and,
with domestic coal reserves declining, on imports. The government plans to increase the share
of renewable energy sources to 35-45 % of energy consumption by 2040. The distribution of
natural gas, as an intermediate step in the decarbonisation process, is advancing, with efforts
made to increase the transmission and distribution network. The total distributed quantity in
2021 was around 426 million m® (+26.13 % compared with 2020). Gas accounts for some
11 % of electricity production, and 100 % of the country’s gas is imported from Russia
through a single connection. The connection to regional gas pipelines progresses only slowly.
Works on the gas interconnection with Greece have not yet started. This project would
support diversification of natural gas sources and facilitate access to transit pipelines. Further
improving energy efficiency, including in residential and public buildings, is important to
lower the economy’s dependence on energy imports and to allow for the reduction of fiscal
subsidies for energy. Yet, partly on account of limited technical capacity, the government has
not progressed with the adoption of the needed by-laws to implement the 2020 Law on
Energy Efficiency. Also, the legal and regulatory framework for the establishment of the
Energy Efficiency Fund remains to be adopted. The government is providing a range of
financial initiatives to support the private sector in its greening efforts, including the recently
adopted Plan for Accelerated Growth (2022-2026), which foresees two funds to finance green
economy projects.

Sectoral and enterprise structures

The economy’s output structure diversified further through the pandemic. Even through
the past two years, in which economic activity was troubled by pandemic-related restrictions,
the sectoral and business structure continued their gradual transformation towards a higher
share of services, including trade, in value added and in employment. The output structure,
too, is increasingly determined by the service industries, which together accounted for some
66 % of total value added in 2021 (compared to 60.4 % in 2016 and 64 % in 2020). The share
of manufacturing decreased slightly, compared to the preceding year, after having
progressively gained ground in previous years. It stood at 14.8 % of value added in 2021
(-0.3pps. year-over year). Construction, too, weighed more lightly, overall (5.8 % of value
added, compared to 6.2 % in 2020 and an average of 7.2 % in the period 2016-2020),
reflecting weak investment dynamics during the pandemic. The share of agriculture dropped
further in 2021, to 9 % (-0.8pps.).

Employment in services remained robust in spite of lockdowns. Although services were
badly hit by pandemic-related containment measures, they still accounted for over half of total
employment in 2021 (57.6 %), which is a stark increase compared to 5 years earlier (2016:
52.3 %), and higher than in 2020 (57 %), when lockdown rules were even stricter. In spite of
the weak performance of the manufacturing sector in 2021, its share in total employment
remained almost unchanged from the preceding year, possibly owing to government support
schemes such as wage subsidies and reduced working hours. It is significantly above its level
of five years earlier (19 %). The agricultural sector is gradually becoming less significant for
overall employment. Its share in total employment dropped further in 2021 (11.5 %, down
from 12 % in 2020 and 16.6 % in 2016). Overall, it is likely that financial support from the
government’s anti-Crisis measures, which prioritised certain sectors of the economy, to some
extent impacted on sectoral employment trends over the past 2 years.
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The number of businesses increased again in 2021, after the large drop in 2020. The
number of total companies in business decreased slightly further in 2021, on account of a
furth drop in micro companies (1-9 employees). On the other hand, the number of SMEs
increased (+1.4% year-on-year) again, after the pandemic-induced decline in 2020. Overall,
the share of SME and micro enterprises in total enterprises increased by 0.2 pps in 2021, to
99.8%, which is the average of the past five years. Micro and small companies account for
97.8% of total (+0.1pps), broadly stable compared to the pre-COVID-19 level.

Economic integration with the EU and price competitiveness

Trade openness remains relatively high. The economy posted a large increase in trade
openness (exports and imports in goods and services as a share of GDP), to 148 % of GDP in
2021, after a drop in 2020 (to 130 % from 138 % in 2019), when trade volumes declined by
more than GDP. The share of higher-value added products in the export structure rose further
in 2021, including chemicals (26.8 %) and machinery and transport equipment (31.5 %), at
the expense of the traditional exports such as iron and textile (below 20 %).
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Mainly reflecting the product trade structure, which was impacted by the pandemic and its
disruption of supply chains, exports to CEFTA countries increased, as a share of total, while
those to the EU remained the same. In 2021, exports to the EU accounted for 77.3 % of total
exports, which is only slightly less than in 2020, and partly due to the continued weakness in
automotive supply exports, for which EU economies are the most important destination
markets. The EU’s share of imports, at 46.2 % of total, was about the same as in the preceding
year. The share of exports to CEFTA countries (11.8 % of total exports) was higher by
0.8pps., while the share of imports from CEFTA countries remained about the same, at 9.5 %
of the total in 2021. EU countries remain the most important investors in North Macedonia,
accounting for some 56 % of total FDI inflows in 2021, but the EU-27 share in the total stock
of direct investment has been declining since 2015 (66.1%), and amounted to 61.9 % in 2020
(EU-27). Concerns over external competitiveness have increased as wage growth accelerated,
fuelled by the recent 18.5 % hike in minimum wages, coupled with compensating wage
subsidies to employers, and by increases in public sector wages. The real effective exchange
rate (CPI-based) continued to remain broadly stable also in 2021, appreciating somewhat in
the last quarter, and depreciating in spring 2022.

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

EU rules ensure that the public procurement of goods, services and works in any Member
State is transparent and open to all EU companies on the basis of non-discrimination and
equal treatment.
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North Macedonia is moderately prepared in the area of public procurement. Limited
progress was made with the adoption of the new Public Procurement Strategy 2022-2025 and
the launching of the new e-market system for low value procurement. Capacities of key
institutions, contracting authorities and economic operators have to be further enhanced
through continuous training. National authorities should implement more effective anti-
corruption measures in the procurement cycle. The Strategic Partnership Law for the
construction of Corridor VIII and part of Corridor X adopted last year raises concerns as it
exempts the project from the application of the law on public procurement.

As the recommendations from last year’s report were not fully implemented, in the coming
year, the country should in particular:

— adopt the Public-Private Partnership (PPP) Law and the Law on Concessions, to further
align the legal framework in these areas with the EU acquis;

— improve the co-ordination among key stakeholders and strengthen their capacities to
implement the principles of transparency, free competition, equal treatment and non-
discrimination;

— improve control of public procurement procedures through the efficient follow-up and
reporting of irregularities, cases of conflict of interest and fraudulent practices.

Institutional set-up and legal alignment

The legal framework on public procurement is largely aligned with the EU acquis. The
practice of ‘blacklisting” companies due to professional misconduct during the procurement
phase continued, which is not in line with the EU rules. In 2021, 33 negative references were
issued by contracting authorities, six negative references were removed by the Public
Procurement Bureau (PPB). The finalisation and adoption of the Public-Private Partnership
(PPP) Law and the Law on Concessions is delayed.

In July 2021, the law nominating a strategic partner for the construction of Corridor VIII and
part of Corridor X was adopted by the Parliament. The Law exempts the project from the
application of the law on public procurement and directly awards the contract without a
competitive procedure. The State Commission for the Prevention of Corruption initiated a
procedure to assess the constitutionality of this law. In December 2021, the Constitutional
Court did not accept the initiative.

The Public Procurement Strategy 2022-2026 accompanied by an action plan for the year 2022
was adopted in March 2022. The PPB continued to modernise and improve the public
procurement system in the country in order to enhance its performance and functionalities.
However, the monitoring and control competencies of the PPB need to be strengthened.

The cooperation among the PPB, the Ministry of Economy and the State Appeals
Commission (SAC) remains insufficient. A more effective exchange of data and information
should be ensured including with the State Commission for the Protection of Competition, the
State Audit Office (SAO) and the State Commission for the Prevention of Corruption.

The capacity of the Ministry of Economy, dealing with concessions and PPPs, remains
limited. During 2021, five new agreements establishing a PPP were concluded. The PPP
register and the register on concessions need to be established. In March 2021, four trainings
for public-private partnership were held, one for the media and non-governmental
organisations and three continuous general trainings for the employees of the central state and
local institutions.
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The electronic system for public procurement is functioning efficiently. The development of a
platform for e-marketplace, e-catalogues and further improvement of the SAC processing
system is ongoing. Annual procurement needs plans of the contracting authorities are
regularly published on the electronic system for public procurement. The electronic archive
module ensures the integrity of electronic procedures by keeping the documentation in
original electronic form, while the e-complaints module provides for an electronic exchange
of data with the appeals procedures.

Implementation and enforcement capacity

In 2021, the public procurement market amounted to 11% of the country’s GDP as
compared to 8.5% in 2020. It represented 32% of the state budget. Capacities of contracting
authorities on central and local level need to be strengthened.

In terms of award criteria used in public procurement procedures, the use of most
economically advantageous tender (MEAT) criterion is still limited. Continuous training of
contracting authorities on the application of this criterion needs to be organised.

On monitoring of contract award and implementation, the use of negotiated procurement
procedures increased to 8% in 2021, as compared to 5.4% in 2020. An assessment of the use
of centralised procurement and framework agreements by the PPB is ongoing. The proportion
of the overall value of public procurement awarded to SMEs decreased to 53% in 2021 as
compared to 63 % in 2020. Tender cancellation decreased to 28.8% as compared to 30.8 % in
2020.

The capacity to manage public procurement processes needs to be further enhanced,
especially at the local level, in order to ensure a more coherent approach in procurement cycle
management. The quality of tender documentation remains a challenge for smaller contracting
authorities.

The regulatory and institutional mechanisms regarding integrity and conflict of interest are
still insufficient. There is no risk assessment system incorporated in the procurement cycle in
order to ensure timely information on possible corrupt practices or irregularities.

Efficient remedy system

The legislation on the right to legal remedy is broadly harmonised with the EU acquis. The
implementation capacity of the SAC remains insufficient. In view of the significantly
increased number of appeals compared to the past years (1 109 in 2021, 1 076 in 2020 and
902 in 2019), there is a need for additional qualified staff in order to ensure timely processing
of the appeals. The resolution rate in 2021 was at 97.9 %.

Chapter 18: Statistics

EU rules require that Member States are able to produce good quality statistics in line with
the principles of the European statistics Code of Practice and based on professional
independence, impartiality, reliability, transparency, and confidentiality. Common rules are
provided for the methodology, production and dissemination of statistical information.

The country is moderately prepared in the area of statistics. Good progress was made, in
particular with the publication of the first batch of the population census data in spring 2022.
Improvements are noted in all statistical areas and in further aligning of sectoral statistics with
EU standards, including enhanced use of administrative sources. Continued efforts are needed
to improve the scope and data quality of macroeconomic and social statistics. As last year’s
recommendations were not fully carried out, in the coming year, the country should, in
particular:
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— publish all results of the population census by the end of 2022 and ensure that the results
of the census are considered in decision-making and resource allocation;

— urgently ensure adequate staffing and sufficient financial resources for the State Statistical
Office;

— continue to align financial accounts and quarterly national accounts with the European
System of Accounts 2010 (ESA 2010).

The legal framework for statistical infrastructure is broadly in line with the European
Statistics Code of Practice. In December 2021, the State Statistical Office (SSO) started
preparing the new programme for statistical surveys for 2023-2027 in consultation with
stakeholders. Regarding other main statistical producers, the central bank remains fully
committed to the European statistics code of practice. The Ministry of Finance has yet to
appoint a head of statistics. The SSO backup storage equipment was configured and made
operational at the national Disaster Recovery Centre in Prilep; the SSO data are backed up
daily. At the end of 2021, SSO adopted a new communication strategy to streamline the use
of social media. During the reporting period, the SSO has adopted several strategic papers
related to quality management such as the Quality Declaration, the Quality Policy and the
Roadmap for introducing Internal Quality Audit. Human resources of the state statistical
system continued to decrease and the SSO financial plan for new posts for 2021 and 2022 was
not approved. In 2021 and 2022, the SSO’s annual budgets for regular operations have been
reduced, continuing a negative trend.

On classifications and registers, the main classifications comply with the EU acquis and are
updated regularly. Progress was made in the use of administrative data sources, including for
carrying out the combined methodology of the population census. In June 2022, the SSO
started testing the new logical design of the Statistical Business Register. In October 2021, the
administrative register of agricultural holdings was re-designed and its data regularly feed the
Statistical Farm Register. Thanks to the census operation, data availability and quality have
improved, though there is still a need to further comply with new requirements. Data
transmission to Eurostat further increased but remains incomplete.

The country made good progress on macroeconomic statistics. The SSO continued to
improve the Excessive Deficit Procedure (EDP) tables in terms of coverage and consistency
between financial and non-financial data. The SSO transmitted the October 2021 EDP
notification for North Macedonia, including relevant annexes. Still, coverage of EDP and
government finance statistics supplied through the ESA 2010 transmission programme need
to be further expanded. In April 2022, trade by invoicing currency (TIC) statistics were
transmitted to Eurostat according to the latest EU requirements.

The National Bank continued to transmit to Eurostat the annual financial accounts stock data
(data series 2013 — 2020) and advanced in preparation of experimental quarterly financial
accounts data (stocks and flows), and annual flows data (by (sub)-sectors and financial
instruments). In September 2021, the National Bank transmitted to Eurostat more detailed
data for FDI income (by activity and geographical breakdown) and for FDI positions and
transactions (data with cross-tabulation by activities and geographical breakdown) for the year
2020.

On business statistics, good progress was made. On foreign affiliates statistics, data for 2019
were published. In June 2021 and in June 2022, the SSO conducted the first and second pilot
survey on International Trade in Services Statistics (ITSS) with a geographical breakdown.
Preliminary work to set up tourism satellite accounts (TSA) made good progress.
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Very good progress was made on social statistics. Progress made for the census of
population, households, and dwellings in North Macedonia, which was conducted between 5-
30 September 2021, is particularly relevant. All activities planned for the census were
completed on time despite challenges. An innovative combined census method of
administrative registers and field enumeration was applied. First results of the census were
published in March, April and June 2022. The full set of results of the census, including
household data and geographical grid statistics are being published in batches. This is a major
achievement: up-to-date data on population is essential for planning and implementing
adequate social, demographic, and economic policies for the benefit of all citizens. Data
transmission of the survey on income and living conditions and crime statistics has been
delayed due to shortage of staff. Progress was achieved in labour market statistics. Activities
are under way to source data from the administrative registers for education statistics.

In the area of agricultural statistics, the SSO has started preparations for the agricultural
census which was piloted in June 2022. The methodology is harmonised with EU standards.
Data for fishery statistics aiming at alignment with EU standards were produced and
published in June 2022. Statistics concerning organic production have improved. For forestry
statistics, SSO has re-designed the survey of forest fires and published the data of the ad hoc
survey in December 2021.

In the area of energy and environment statistics, environmental protection expenditure
statistics, waste statistics, water statistics, and environment-related taxes’ statistics were
further aligned with the EU acquis. In October 2021, for the first time, the SSO reported data
to Eurostat, including compiled Environmental Protection Expenditures (EPEA) tables and
quality reports with preliminary data compiled for Environmental Goods and Services Sector,
Air Emission Accounts and Physical Energy Flow Accounts. The compilation of tables for
environmental expenditure for the government is outstanding. Material flow accounts data are
regularly reported, although material flow balances are not yet included. The
comprehensiveness of energy balances needs to be increased with the inclusion of solar heat
energy. The results of a sample survey for energy consumption in households were published
in August 2021.

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 funds. The financial control rules further protect the
EU'’s financial interests against fraud in the management of EU funds and the euro against
counterfeiting.

The country is moderately prepared in the area of financial control. Limited progress was
achieved with the advancement of the internal control system and managerial accountability
in budget users both on local and central level and the adoption of the new organic budget law
in September 2022. The implementation of the public internal financial control (PIFC) policy
paper and action plan has been negatively influenced by the COVID-19 pandemic and the
limited capacity of key stakeholders. A new PIFC law is currently in parliamentary procedure.
The functioning of the financial inspection is still not sufficient. The independence of the
State Audit Office is not guaranteed by the Constitution. The efficiency of parliamentary
oversight of public funds management needs to improve.

The recommendations from last year’s report remain valid. In the coming year, the country
should in particular:
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— adopt the new PIFC law and methodological tools and start their implementation in order
to improve transparency, managerial accountability and sound management of public
funds;

— adopt the draft state audit office law which should enhance cooperation between the State
Audit Office and the Parliament and improve parliamentary scrutiny over budget
implementation and follow-up to the recommendations of the State Audit Office;

— ensure the establishment and efficient functioning of the anti-fraud coordination network
and improve the prevention, management and reporting of irregularities affecting EU
funds.

Public internal financial control

The PIFC policy paper links the PIFC-related priorities of the 2019-2022 public
administration reform strategy with those of the 2018-2021 public financial management
reform programme. The new 2022-2025 public finance reform programme continues to cover
the priorities defined in the PIFC strategic framework and the PIFC policy paper. During
2021, there were delays in the implementation of these strategies due to the COVID-19
pandemic, the limited capacity of key stakeholders and delays in the adoption of key
legislation, including the organic budget law and the PIFC law. The organic budget law was
finally adopted in September 2022. Reporting on the implementation of the PIFC policy paper
has been integrated the 2021 Annual Monitoring Report of the public financial management
reform programme.

Despite ongoing work to provide further guidance, the efficient implementation of
managerial accountability remains a challenge for budget users at central and local levels.
Coherent application of the manual on managerial accountability is yet to be ensured. The
legal framework on internal control is broadly harmonised with international standards. Its
implementation needs to be further strengthened.

Efficient functioning of the financial inspection is yet to be achieved. Further harmonisation
of the legal basis is needed as well as the development and implementation of methodological
tools, which will provide for sound financial management.

Fragmentation and inadequate staffing of the internal audit function undermine its
organisational capacity and quality assurance. A national certification system for internal
auditors should be introduced.

The Central Harmonisation Unit continued to provide methodological guidance and to
coordinate the development of financial management and control and internal audit in the
public sector. Its capacities remain insufficient, especially for monitoring and reporting on the
functioning of the overall internal control system, which amounts to 1380 public entities.

External audit

The State Audit Office law is largely harmonised with international standards. Further
harmonisation of the legal framework is ongoing in order to ensure an improved external
audit function in the public sector and enhance the financial and operational independence of
the State Audit Office. Its independence is not yet guaranteed by the Constitution.

The State Audit Office carries out a compliance audit on the final government accounts of the
core budget by June each year. In 2021, the audit coverage of the total audit expenditure was
80%. The structure of audited expenditure includes expenditure covered with regularity audit
for an amount of 129.48 million denars (i.e. 53%), expenditure covered with performance
audit for an amount of 61.84 million denars (i.e. 26%), and expenditure covered with
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compliance audit for an amount of 2.42 million denars (i.e. 1%). The 2020 annual report on
performed audits was adopted by the Parliament in March 2021 and published on the website
of the State Audit Office. The quality of audit work can be considered sufficient. In 2021,
the Office issued 109 final audit reports, which were sent to Parliament for deliberation and
published on the website of the State Audit Office.

With regard to its institutional capacity, the Office has continued to implement the 2018-
2022 development strategy and the 2020-2023 human resources management strategy. The
number of staff in 2021 increased by 15 people. The State Audit Office’s budget for 2022 was
approved as requested and compared to 2019, it has increased by 49.59 %. In 2022, six
additional staff members will be recruited as per the 2022 Annual Employment Plan of the
State Audit Office.

The State Audit Office continued the implementation of the annual plan for the professional
development and training of state auditors. Progress has been made in raising public
awareness of its activities, increasing the interest of the media, and implementing the 2020-
2023 Communication Strategy.

As regards the impact of the audit work, the State Audit Office’s recommendations are not
efficiently implemented by the auditees. In 2021, 88% of the audit recommendations were
implemented. The cooperation between the State Audit Office and the Parliament continued
to improve. However, parliamentary scrutiny over the budget preparation and implementation
still needs to be further enhanced. Transparency and accountability of public funds
management has to be strengthened on the basis of efficient monitoring mechanisms both by
the executive and by the Parliament, including an effective follow-up of the audit
recommendations of the State Audit Office.

Protection of the EU’s financial interests

The national legislation remains largely harmonised with the EU Directive 2017/1371 on the
fight against fraud to the Union’s financial interests by means of criminal law. The process of
alignment the relevant EU acquis and amendments to the Criminal Code are in parliamentary
procedure. The capacities of the anti-fraud co-ordination services (anti-fraud coordination
network) at the Ministry of Finance have been strengthened and it currently has five
employees. The legal basis for the establishment of the institutional framework of the system
for protection of the EU financial interests (anti-fraud coordination network) has been
developed. The 2022-2025 national anti-fraud strategy and the related action plan were
adopted by the government in June 2022. The national authorities reported 19 cases of
irregularities through the irregularity management system in 2021, out of which 18 cases were
qualified as irregularities and 1 case as suspected fraud. The national authorities should
continue their good cooperation with the European Commission on investigations. To ensure
this, in particular, the independence of the judicial authorities from any public pressure should
be ensured and the authorities should be provided with adequate modern equipment allowing
them the proper discharge of their duties.

Protection of the euro against counterfeiting

As regards EU acquis alignment, national legislation is to some extent harmonised with the
EU regulations defining the system for fight against counterfeiting of the euro. There has been
limited progress in the reporting period. In 2021, the National Bank continued to improve its
capacities through online trainings and by involving experts from all key institutions. The
capacities of the Ministry of the Interior to prevent, detect and investigate criminal offences
related to counterfeiting money, remain limited. An electronic system for exchange,
processing, analysis and reporting of cases still needs to be established.
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3. GOOD NEIGHBOURLY RELATIONS AND REGIONAL COOPERATION

Good neighbourly relations and regional cooperation form an essential part of North
Macedonia’s European integration process and contribute to stability, reconciliation and a
climate conducive to addressing open bilateral issues and the legacies of the past.

The country continued to participate in a number of regional cooperation initiatives, such as
the Central European Free Trade Agreement (CEFTA), the Energy Community, the Transport
Community, the South-East European Cooperation Process (SEECP) and the Regional
Cooperation Council. 1

Following the May 2022 Foreign Affairs Council, EU foreign ministers held, for the first
time, an informal exchange of views with Western Balkans counterparts. The EU and
Western Balkans Leaders Meeting on 23 June 2022 reaffirmed the EU perspective of the
partners in the region and gave impulse to intensify the cooperation and integration agenda.
Particular focus was placed on the integration of the Western Balkans into EU measures to
reduce the negative impact of the Russia’s aggression against Ukraine in terms of food and
energy supplies and independence, as well as to support capacity building for cyber security
and the social agenda, notably involving youth in the economy. The meeting was also an
opportunity to discuss closer political cooperation, including foreign policy alignment of the
Western Balkans with EU positions and restrictive measures.

At the EU-Western Balkans summit in Brdo pri Kranju in October 2021, the six Western
Balkans leaders reaffirmed their commitment to inclusive regional cooperation, strengthening
good neighbourly relations and investing more decisive efforts in establishing the Common
Regional Market. The summit announced a range of concrete deliverables benefiting the
Western Balkans, including the first set of actions under the Economic and Investment Plan;
the pledge to boost COVID-19 vaccination rates; the path towards lower roaming costs; an
innovation agenda for the Western Balkans; green lanes to reduce border waiting times and
Transport Community action plans for smart transport and sustainable connectivity.

The Common Regional Market, as agreed by the leaders of the Western Balkans at the 2020
Berlin process summit in Sofia, is critical in increasing the attractiveness and competitiveness
of the region. It will help North Macedonia to speed up the recovery 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. A number of important decisions to facilitate the movement of workers
remain blocked. It is important that all parties play a constructive role in building the
Common Regional Market and deliver on their joint commitments set out in its action plan.
Albania, North Macedonia and Serbia seek to deepen regional cooperation in a number of
areas, notably economic integration through the Open Balkan Initiative (OBI), implementing
de facto some elements of the Common Regional Market on which no formal agreement has
been reached yet between the parties. Four OBI summits have been held over the reporting
period.

In October 2021, North Macedonia along with other Western Balkan partners endorsed the
action plan for the Green Agenda for the Western Balkans, which aims at reflecting the
European Green Deal and contributing to the sustainable socio-economic development and

18 North Macedonia also participates in the ‘Brdo-Brijuni process’, the European Common Aviation Area
Agreement, the Regional Initiative for Migration and Asylum, the Regional School of Public Administration
(ReSPA), the European Strategy of the Adriatic lonian Region (EUSAIR), the Organisation of the Black Sea
Economic Cooperation (BSEC), etc. North Macedonia has the status of observer in the Danube process.
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the green recovery of the region after the pandemic. North Macedonia should contribute to
successfully implement this joint regional vision, with high level of ambition, putting
sustainable development, resource efficiency, nature protection and climate action at the
centre of all economic activities.

In June 2022, the second meeting was held of the Prespa Forum for Dialogue on the future of
the Western Balkans in the contemporary security architecture, including with the
participation of regional stakeholders. The aim of the forum is to promote dialogue, regional
cooperation and good neighbourly relations.

The country generally maintains good bilateral relations with other enlargement countries
and neighbouring EU Member States.

Bilateral relations with Albania remained good, including with frequent high-level visits from
both sides. The agreement between the government of North Macedonia and the Council of
Ministers of Albania on mutual recognition of approvals for Authorised Economic Operator
for Security and Safety (AEOS) was signed. In February 2022, new joint border crossing
points between Albania and North Macedonia were opened.

Relations between the country and Bosnia and Herzegovina continue to improve in terms of
development and cooperation. The Foreign Minister met the deputy chairwoman of the
Council of Ministers of Bosnia and Herzegovina, in the margins of the Western Balkans
Foreign Ministers meeting in London in December 2021. The Prime Minister met the
chairman of the Council of Ministers of Bosnia and Herzegovina in the margins of the
Investment Summit for the Western Balkans.

Bilateral cooperation with Kosovo is very good and several meetings were held at the highest
level. The Speaker paid an official visit to the Assembly of Kosovo in March 2022. The
President of North Macedonia visited the KFOR Regional Command — West and the members
of the contingent from North Macedonia.

Bilateral relations with Montenegro remained good. The ministers for information society
and administration and of education and science participated in the Fourth Digital Summit of
the Western Balkans countries in Podgorica in October 2021. The Deputy Prime Minister for
EU Affairs participated in the Balkan Integration Forum 2021 in Podgorica. The President of
North Macedonia paid an official visit to Montenegro in April 2022.

There is an improvement in the bilateral cooperation with Serbia. Two meetings were held
between the ministers of foreign affairs over the reporting period. An Agreement on the
establishment of cultural-information centres in Skopje and Belgrade was signed in February
2022. The first meeting of the Committee for national minorities was held in February 2022.
The Serbian Prime Minister visited North Macedonia in May 2022.

During the reporting period, the country completed several activities with Turkiye. The
President of the Grand National Assembly of Turkiye visited Skopje on two occasions and
had meetings with the leadership of the country. The Mayor of Skopje participated in the
Summit of Balkan Mayors in Istanbul, where she signed a Declaration on the cooperation of
Balkan cities. During the visit a Memorandum of understanding was signed between the
Academy of Judges and Public Prosecutors and the Judicial Academy of Turkiye. A
memorandum of cooperation was signed in Ankara between the Directorate of Protection and
Rescue of North Macedonia and the Agency for Disaster Management and Emergency
Situations at the Ministry of Interior of Turkiye. The memoranda of understanding and
cooperation in the fields of forestry and water and the Agreement between the governments
for cooperation in the field of the veterinary policy and food safety entered into the force at
the beginning of 2022.
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During the reporting period, relations with Bulgaria focused on overcoming pending bilateral
issues, which paved the way for the start of the EU accession negotiation process. Bilateral
contracts have intensified, including with several high level visits and meetings. The two
Prime Ministers met in Sofia, after the tragic bus accident in Bulgaria in November 2021. In
January 2022, a joint session between the two governments was held in Sofia, during which
working groups were formed, focusing on the economy, trade and innovation; infrastructure,
transport and connectivity; European integration and green policies; culture, science and
education; and an additional working group on other bilateral topics. Regular meetings of the
working groups led to the signature of several cooperation documents, including in
agriculture, transport, entrepreneurship, education, youth and sports as well as tourism. There
was also a declaration on the reduction of roaming tariffs between the two countries. The
constitutional courts of both countries held a meeting in Skopje in May 2022 and signed a
memorandum on cooperation. The multidisciplinary expert commission on historical and
educational issues held several meetings during the reporting period. The second meeting of
the Joint Intergovernmental Commission took place in July 2022. A bilateral protocol from
the meeting of the Joint Intergovernmental Commission established under article 12 of the
Treaty of Friendship, Good Neighbourliness and Cooperation was signed in July 2022.

Cooperation with Greece has intensified in areas of mutual interest. Working and expert
groups were set up on fulfilling the obligations of the Prespa Agreement. The President of the
country paid his first official visit to Greece in October 2021, where he met high-level Greek
officials. The foreign minister met the alternate minister for European affairs of Greece after
the EU-Western Balkans summit. The seventh meeting of the joint expert committee on
archaeological, historical and educational issues was held in Athens. In May 2022, the Prime
Minister attended a ceremony to mark the start of the construction of the liquefied natural gas
terminal in the Greek city of Alexandroupolis, together with the Prime Ministers of Greece
and Bulgaria and the President of Serbia. The Foreign Minister of Greece visited Ohrid in
June 2022 to participate in the Prespa Forum Dialogue.

4. ABILITY TO ASSUME THE OBLIGATIONS OF MEMBERSHIP
CLUSTER 2: INTERNAL MARKET

The internal market cluster covers: free movement of goods (Chapter 1); freedom of
movement for workers (Chapter 2); right of establishment 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 protection (Chapter 28). North Macedonia is moderately prepared in
most of the areas covered by Cluster 2 on internal market, namely the free movement of
goods, services and capital, intellectual property, competition policy, financial services and
consumer and health protection. The country has achieved a good level of preparation on
company law, although it is still at an early stage on freedom of movement for workers. In the
reporting period, North Macedonia made good progress on free movement of capital and
some progress on company law and on financial services. No progress was made on
competition policy. Overall, more progress is needed in the coming year in the areas covered
by this cluster as it will feed into North Macedonia’s preparations to meet the requirements of
the EU’s internal market. Work on this cluster is highly relevant for 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 unjustified barriers to trade.
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North Macedonia is moderately prepared in the area of the free movement of goods. While
some national legislation in this allows products to be traded freely, alignment remains to be
ensured in many areas, not least where the EU acquis has been updated in recent years. There
was no progress in implementing last year’s recommendations.

Last year’s recommendations have not been addressed and remain valid. In the coming year
the country should, in particular:

— complete alignment with the EU General Products Safety Directive;

— complete the comprehensive screening to ensure compliance with Articles 34-36 of the
Treaty on Functioning of the European Union;

— strengthen administrative capacity to enforce the legal framework.

General principles

The country has set up the institutional framework for the production, distribution and
marketing of industrial products. However, full alignment with the relevant EU acquis is
not yet in place as the Law on technical requirements and the by-laws to implement the Law
on general product safety have not yet been adopted. Further alignment of the national
legislation with the EU acquis has commenced.

Non-harmonised area

The follow-up and implementation of compliance with Articles 34-36 of the Treaty on
Functioning of the European Union (TFEU) is ensured by the Ministry of Economy.
Screening of the national legal framework to identify cases that are not compliant with
Articles 34-36 and what to do to address this started at the beginning of 2022.

Harmonised area: quality infrastructure

The necessary institutional and legal structure for technical regulations, standards, conformity
assessment, accreditation, metrology and market surveillance is in place. A new horizontal
strategy for development in the area of free movement of goods is yet to be adopted. The
National Standardisation Institute is a full member of the European Committee for
Standardisation (CEN) and European Committee for Electro-technical Standardisation
(CENELEC), and participates in the work of relevant EU standardisation bodies. It adopted
24 761 European standards as national standards and adopted 84 national standards. Its work
follows the national Strategy for standardisation 2020-2022.

In June 2022, there were 19 active conformity assessment bodies for calibration, testing,
medicinal laboratories, product and process certification and inspection. The National
Accreditation Institute is a member of the International Accreditation Forum, the European
Cooperation for Accreditation and the International Laboratory Accreditation Cooperation.
However, there are still no national accreditation schemes for the certification of personnel
and skills testing.

The Bureau of Metrology, the national metrology body, is an official member of the
European Association of National Metrology Institutes and the General Conference on
Weights and Measures. The capacity of the Bureau was strengthened with new technical
equipment for several laboratories and the hiring of new technical staff, specifically trained to
use the referenced equipment.

During 2021, the main body responsible for market surveillance, the state market
inspectorate, devoted a significant part of its activities and inspectors to monitoring the
implementation of health-protection measures in the context of the COVID-19 pandemic.
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Nevertheless, the number of core inspection activities increased. In 2021, 473 inspections
were performed under the general product safety law (up from 428 in 2020) and 131 under
the construction products law (up from 20 in 2020). This led to 16 harmful products being
taken off the market. The inspectorate has 278 employees, but an insufficient number of
licenced inspectors (171) and many staff are close to retirement. It also lacks an efficient
software system to record inspection results and proper risk planning and management.

Harmonised area: sectoral legislation

In the area of ‘new and global approach’ product legislation, the level of alignment with
the EU acquis remains low. No progress is reported in alignment to the EU acquis 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 equipment, radio and telecom equipment, nor on toys and
medical devices. Eleven implementing legal acts to align with the EU acquis related to
general product safety have still not been adopted. In the construction sector, ten Eurocodes
with 58 standards and 57 national annexes have not yet entered into force - their application
remains voluntary up to 2023.

The national legislation under the ‘old approach’ product legislation is not yet aligned to
the current EU acquis on vehicles, medicines for human use or medicines for veterinary use.
There has been no progress on the alignment and implementation of the EU Regulation on
Registration, Evaluation, Authorisation and Restriction of Chemicals (REACH), on
chemicals, classification, labelling and packaging of substances and mixtures (CLP), on good
laboratory practices (GLP), or on fertilisers and detergents. The administrative capacity in
the area of firearms has not improved.

On procedural measures, the Ministry of Economy and the Standardisation Institute are
responsible for the notification procedures for standards and technical regulations. Public
authorities performing the relevant checks and supervision are in place and fully operational.
The licensing, monitoring and control systems are operational for businesses dealing with
drug precursors and civil explosives. National legislation is designed to align with the EU
acquis on returning cultural goods unlawfully removed from a Member State. There are no
external border checks rules for products imported from non-EU countries on conformity
with product safety.

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.

North Macedonia is at an early stage of preparation in the area of freedom of movement of
workers. Over the reporting period, no progress was made to address last year’s
recommendations, which remain valid.

In the coming period, North Macedonia should in particular:

— continue to adapt the legal framework in line with the EU acquis on access to the labour
market, in particular regarding non-discrimination on grounds of nationality against EU
workers;

— step up signature of agreements on social security coordination and health care insurance
with EU Member States and identify administrative measures to be introduced in
preparation for future accession.
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There was no progress in aligning the national legislation with the EU acquis in the area of
access to the labour market. EU citizens still have no access to posts in public
administration, except some positions in the areas of health and education. Furthermore, some
posts in the private sector may be occupied exclusively by citizens of North Macedonia. The
Agency for employment issues various types of work permits for foreign workers following
the annual quotas. In 2021, North Macedonia issued 755 work permits for foreign workers.
There are still no activities in preparation to join the European network of employment
services (EURES) upon accession.

No new agreements for bilateral coordination of social security systems, nor agreements for
mutual recognition of the healthcare services were concluded in the reporting period. The
country has 23 bilateral agreements for the coordination of social security systems, out of
which 13 in force with EU Member States, and 18 agreements for mutual health insurance, 12
with EU Member States. The citizens may use the European Health Insurance Card in nine
EU Member States.

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 cross-border services. For certain regulated professions, there are rules on mutual