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Overall well-being in 
North Macedonia in 2025

of the EU level

pp 
last year

pp average over  
the past 5 years

years to EU
(if trends from past 
5 years continue)

64.0%

52

-0.1 
+0.7
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ALL AREAS OVERALL

 The strongest pillar in North Macedo-
nia in 2025 was Health, at 80.3% of 
the EU average.

 Digitalisation and Governance fol-
lowed, at around 77.3% and 72% of 
the EU level, respectively.

 Education stood at 67.1%, Social at 
62.2%, Economic at 55.9% and Envi-
ronment at 54.2% of the EU average.

 Infrastructure was behind the rest, 
standing at just 43.4% of the EU level.

 4 of the 8 areas saw an improve-
ment in 2025, while 4 recorded a 
decline.

 Economic and Governance showed the 
strongest improvements, with both 
gaining around 1.2 pp relative to the 
EU average.

 Infrastructure and Environment im-
proved more modestly, by 0.2 and 0.1 
pp, respectively.

 Social declined marginally by 0.1 pp.

 Education and Digitalisation slid more, 
by 0.8 and 1.1 pp, respectively. 

 Health recorded the largest decline, of 
1.4 pp.

 At the pace of improvement from the 
past 5 years, Health is closest to con-
verging to the EU level, at 18 years 
away.

 Digitalisation would take 25 years, Gov-
ernance 31 years, Economic 33 years 
and Education 38 years to reach the EU 
average.

 Social, Environment and Infrastructure 
remain the poorest-performing pillars in 
North Macedonia, with more than 100 
years needed to reach the EU level at 
current trends.

Indicator years to EU

Economic 33

Social 100+

Health 18

Education 38

Governance 31

Environment 100+

Digitalisation 25

Infrastructure 100+

Indicator/ years to EU

North Macedonia, 2025, all areas 
overall, year-on-year change

North Macedonia, 2025, all 
areas overall, % of EU average

55.9
62.2

80.3

67.1
72.0

54.2

77.3
43.4

Economic

Social

Health

Education

Governance

Environment

Digitalisation

Infrastructure

Economic 1.2
Governance 1.2
Infrastructure 0.2
Environment 0.1
Social -0.1
Education -0.8
Digitalisation -1.1
Health -1.4
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ECONOMIC PILLAR

 GDP per capita at EU27 purchasing power stan-
dard (PPS) in North Macedonia in 2025 stood at 
EUR 17,840.

 Average gross wage at PPS stood at EUR 2,015.

 Minimum wage at PPS stood at EUR 990.

 Average net pensions at PPS stood at EUR 715.

 Output per worker at PPS stood at EUR 46,100.

 Gross investment (GFCF) per capita at PPS stood 
at EUR 4,278.

 Relative to the EU average, the best-per-
forming economic indicator was Minimum 
wage, standing at 75% of the EU level.

 Average gross wage followed, at 64% of 
the EU average.

 Output per worker and Average net pen-
sions were slightly lower, at around 53% 
of the EU level. 

 GFCF per capita was further back, at 48% 
of the EU benchmark, while GDP per cap-
ita was the weakest link, standing at just 
43% of the EU average.

 5 of the 6 indicators in the economic pillar 
saw an improvement relative to the EU aver-
age in 2025.

 The biggest improvement was in Average net 
pensions, which closed the gap to the EU level 
by 7.8 pp.

 The Minimum wage and the Average gross 
wage closed 3.1 and 2.4 pp of the gap to the 
EU average, respectively.

 GFCF per capita and GDP per capita improved 
a bit less, by 1.2 and 0.6 pp relative to the 
EU.

Output per worker stagnated, showing virtual-
ly no change relative to the EU average.

 At the pace of improvement from the past 5 
years, Average gross wage, Minimum wage 
and Average net pensions would need around 2 
decades to close the gap to the EU average.

 GFCF per capita at PPS would need around 4 
decades for that. 

 Output per worker lags further behind, needing 
around 8 decades to reach the EU level.

 GDP per capita is the poorest-performing indi-
cator in this group, with more than 100 years 
needed to reach the EU level at current trends.

North Macedonia, economic pillar, 
% of EU average

North Macedonia, economic pillar, 
change to last year

Indicator/ years to EU

North Macedonia, economic pillar 
indicators, nominal values

Indicator Value
GDP per capita at PPS 17,840
Average gross wage at PPS 2,015
Minimum wage at PPS 990
Average net pensions at PPS 715
Output per worker at PPS 46,100
GFCF per capita at PPS 4,278

Indicator years to EU
GDP per capita at PPS 100+
Average gross wage at PPS 16
Minimum wage at PPS 19
Average net pensions at PPS 23
Output per worker at PPS 81
GFCF per capita at PPS 39

42.9
63.7

75.0
52.0

54.1

47.9 Average gross 
wage at PPS

Minimum 
wage at PPS

Average net pensions at PPS

Output per 
worker at PPS

Average net 
pensions at PPS

GFCF per 
capita at PPS

Average net pensions at PPS 7.8

3.1

2.4

1.2

Minimum wage at PPS

Average gross wage at PPS

GFCF per capita at PPS

GDP per capita at PPS 0.6
Output per worker at PPS 0.0
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	� The improvement in the economic pillar was 
driven more by domestic demand and rising 
household incomes than by an expansion of 
the economy’s productive capacity. Economic 
growth was supported by construction, private 
consumption and services, with large infrastruc-
ture projects stimulating construction and relat-
ed activities, while higher wages, pensions and 
credit strengthened household spending. Invest-
ment also recovered, supported by transport, 
municipal and energy projects, and foreign direct 
investment (FDI). However, subdued industrial 
demand in main EU trading partners of North 
Macedonia limited export growth, while delays, 
cost overruns and the high import content of in-
frastructure projects reduced the immediate do-
mestic value added generated by investment. 

	� Investment recovered, but its contribution to 
convergence was constrained by implemen-
tation bottlenecks and a high import content. 
Transport, municipal and energy projects, togeth-
er with FDI, supported gross fixed capital forma-
tion (GFCF). However, delays, cost overruns and 
imported inputs reduced the immediate domes-
tic value added generated by this investment, 
while subdued industrial demand in the main EU 
trading partners of North Macedonia limited ex-
port growth. The convergence effect of the cur-
rent investment cycle will therefore depend on 
whether completed projects reduce transport 
and energy costs and encourage additional pri-
vate investment.

	� Wage growth was reinforced by labour shortag-
es, public-sector adjustments and the increase 
in the statutory minimum wage. Continued em-
igration and demographic decline have reduced 
the availability of workers, particularly in con-
struction, manufacturing, hospitality, healthcare 
and technical occupations, strengthening em-
ployees’ bargaining position. At the same time, 
adjustments in education, healthcare, the police 
and other public services directly raised the na-
tional wage average and created additional pres-
sure on private employers competing for the 
same workforce. The minimum-wage adjustment 
improved the position of low-paid formal workers 
and helped restore purchasing power after the 
earlier rise in living costs. It also generated spillo-
vers to employees earning slightly above the stat-
utory minimum. Nevertheless, the impact differs 
across firms: productive companies are better 
able to absorb higher labour costs, while small 
and labour-intensive businesses may postpone 
recruitment, reduce reported hours or shift part 
of remuneration into informality. The sectoral 

wage dynamics reported by the State Statistical 
Office and the minimum-wage adjustment docu-
mented by the Ministry of Economy and Labour 
confirm the importance of both policy decisions 
and labour-supply pressures.

	� The strong improvement in pensions was pre-
dominantly the result of discretionary linear 
increases, which simultaneously strengthened 
income protection and increased fiscal pres-
sures. Providing the same absolute increase to 
all pensioners generated the largest propor-
tional benefit for recipients of lower pensions, 
thereby supporting older households that were 
particularly exposed to higher food, energy and 
healthcare costs. Pension income also sustains 
consumption in smaller towns and rural areas, 
where it often supports several members of the 
same household. However, contribution revenues 
remain insufficient to cover pension expendi-
ture, and the resulting gap is financed through 
transfers from the central budget. Emigration, 
population ageing, undeclared employment and 
the transition costs associated with the second 
pension pillar further constrain the system. The 
IMF’s assessment of the pension system of North 
Macedonia shows that repeated discretionary 
increases could widen the pension deficit and 
crowd out expenditure on education, healthcare 
and productive investment.

	� The stagnation of output per worker reveals 
why the present form of income convergence 
cannot be sustained without structural change. 
Recent growth was concentrated in construction, 
consumption, public expenditure and relatively 
low-productivity services rather than in broad 
efficiency gains within firms. Foreign-owned ex-
port companies have introduced technology and 
expanded exports, but their supplier and knowl-
edge linkages with domestic enterprises remain 
limited. Domestic firms, particularly micro and 
small businesses, continue to face weak access to 
long-term finance, low innovation capacity, skills 
shortages, informality and regulatory uncertain-
ty. The IMF’s 2026 Article IV mission similarly 
concluded that real wages were growing faster 
than productivity, weakening competitiveness. 
The main challenge is therefore to convert the 
current investment and income expansion into 
higher value added per worker, stronger domes-
tic supply chains and more competitive exports.

What explains the trends in 
the economic pillar?
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EU accession scenarios

To better understand how different EU integration 
pathways might influence the Macedonian conver-
gence trajectory, this analysis considers four scenar-
ios as defined in the converge2eu model:

	� Full EU Membership: immediate accession 
with all rights and obligations;

	� Access to EU Budget: receiving EU budget 
transfers (e.g. structural and cohesion funds) 
as if a member, but without formal member-
ship;

	� Access to EU Single Market: full inclusion in 
the EU single market (four freedoms) without 
other membership benefits or transfers;

	� Institutional Reforms: implementing deep 
EU-related reforms domestically (e.g. regard-
ing rule of law, governance) without member-
ship or new external resources.

A more detailed description of each scenario is pro-
vided in the methodological section. 

In the economic pillar, the scenarios are simulated 
for GDP per capita at purchasing power standards 
(PPS) as the proxy indicator for overall economic 
convergence. The four scenarios are then compared 
to the baseline/status quo scenario of no change 
with respect to the trends from the past five years. 

The scenarios are presented here through the years 
needed to reach the EU average. The results point 
to meaningful effects across the four scenarios.

EU accession scenarios for GDP per capita

Scenario Years needed to 
reach the EU average

Status quo 100+ years to EU

Full EU accession 50 years to EU

Access to EU budget 84 years to EU

EU single market 85 years to EU

Institutional reforms 100+ years to EU

	� Full EU accession produces by far the strong-
est convergence effect, reducing the estimat-
ed period for reaching the EU level of GDP 
per capita to around 50 years, compared with 
more than 100 years under the status quo. 
For North Macedonia, the decisive advantage 
comes from the simultaneous combination of 
EU financing, full single market participation, 

stronger institutional credibility and lower in-
vestment risk. Together, these channels could 
address the country’s limited fiscal space, in-
frastructure gaps, small domestic market and 
persistently weak productivity more effective-
ly than any partial form of integration.

	� Access to the EU budget would reduce the 
convergence period to approximately 84 
years, indicating that additional financing 
would help yet not be sufficient to transform 
the economy. EU funds could support trans-
port, energy, environmental and human-capital 
investment without placing the entire burden 
on the national budget. However, weak project 
preparation, procurement delays and limited 
administrative capacity would restrict their ef-
fect. The result underlines that the economic 
value of EU funding depends on whether pro-
jects are implemented efficiently and generate 
higher productivity and private investment.

	� Participation in the EU single market would 
produce a similar convergence period, of 
approximately 85 years. North Macedonia 
already trades extensively with the EU, mean-
ing that formal market access is not the only 
constraint. Domestic firms frequently lack 
the technology, certification, finance, skills 
and production capacity needed to become 
competitive suppliers within European val-
ue chains. Unless these weaknesses are ad-
dressed, deeper integration could increase im-
ports and labour mobility without generating a 
comparable expansion of domestic production 
and exports.

	� Institutional reforms alone would still leave 
convergence beyond a 100-year horizon while 
nevertheless improving the outcome relative 
to the status quo. Better rule of law, regula-
tory predictability and public administration 
would strengthen the business environment, 
but they cannot independently overcome the 
country’s limited market size, investment gap 
and fiscal constraints. The scenario comparison 
therefore shows that EU financing, single mar-
ket access and institutional reform are comple-
mentary. North Macedonia would obtain the 
largest convergence benefit by advancing all 
three simultaneously, approximating the con-
ditions of full membership during the pre-ac-
cession period.
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	� Income growth should be accompanied by 
measures that raise industrial value added 
and productivity, so that higher incomes rest 
on a stronger productive base rather than 
on recurrent transfers. This calls for a mod-
ern industrial policy that identifies sectors 
and activities with high growth and export 
potential and supports them with appropri-
ate instruments. Minimum-wage adjustments 
should remain predictable and transparent 
but should also consider productivity, formal 
employment and the ability of different sec-
tors to absorb higher labour costs. This par-
ticularly applies to minimum-wage increases; 
the point is not to restrain wage growth, but 
to ensure that it is underpinned by value add-
ed, so that increases are sustained rather than 
eroded. Public-sector pay should be governed 
by a coherent framework linking remunera-
tion to qualifications, responsibilities and per-
formance rather than by fragmented sectoral 
increases. This would allow the state to retain 
staff in occupations facing genuine shortages 
while reducing politically driven wage pres-
sures. Social dialogue should be strengthened, 
so that wage decisions reflect evidence on liv-
ing costs, productivity and business conditions.

	� Pension adequacy should be protected 
through a more targeted and financially sus-
tainable system. Future adjustments should 
combine regular indexation with targeted sup-
plements for pensioners at risk of poverty, pre-
serving the redistributive benefits of recent in-
creases without creating the same permanent 
fiscal cost for every pension category. Con-
tribution collection should be strengthened 
by reducing undeclared work and improving 
coordination between tax, employment and 
social-insurance institutions. The financing 
side should be addressed as directly as the col-
lection side. Raising the pension contribution 
rate, together with introducing a more pro-
gressive personal income tax, would widen the 
revenue base rather than leave the cost of ad-
equacy to be met by future budgets. Regular 
actuarial assessments should be used to eval-
uate the long-term effect of pension measures 
before they are adopted. This would protect 
current and future pensioners while reducing 
the risk that pension transfers displace edu-
cation, healthcare and capital investment, as 
cautioned in the IMF’s analysis of the pension 
system.

	� The renewed investment cycle should be 
managed as a productivity programme rath-
er than merely as a construction programme. 

Major projects should be prioritised according 
to economic return, readiness, regional con-
nectivity and their potential to reduce costs for 
firms. Independent project appraisal, transpar-
ent procurement and publication of implemen-
tation milestones and cost revisions are par-
ticularly important for large transport and en-
ergy investments. Fiscal consolidation should 
not be achieved by cutting well-prepared cap-
ital projects while protecting less productive 
current expenditure. At the same time, state 
aid and investment incentives should be con-
ditional on worker training, domestic sourcing, 
innovation, export diversification and the crea-
tion of higher-skilled employment.

	� Domestic firms need practical support to 
connect with foreign investors and Europe-
an value chains. Supplier-development pro-
grammes should help local companies obtain 
certification, introduce digital production 
systems, improve management and meet the 
quality and delivery requirements of larger ex-
porters. Financial support for SMEs should fo-
cus on technology adoption, energy efficiency, 
digitalisation and long-term investment rather 
than on broad grants with limited evaluation. 
Beneficiary firms should be assessed according 
to additional investment, productivity, wages 
and exports generated. The business-environ-
ment reforms envisaged in the Reform Agen-
da, including reduced informality, improved 
access to finance, transparent state aid and 
better governance of state-owned enterprises, 
should be implemented as mutually reinforc-
ing measures.

	� Gradual integration into the EU single mar-
ket should be used to remove specific costs 
faced by firms. Participation in the Single Euro 
Payments Area (SEPA), green lanes and region-
al trade-facilitation arrangements should be 
accompanied by modernised customs, effec-
tive market surveillance, recognised product 
certification and stronger food-safety and 
standards infrastructure. Education and train-
ing programmes should simultaneously re-
spond to verified demand for technical, digital 
and managerial skills. Ultimately, the conver-
gence impact of EU integration will depend not 
only on formal access to markets and financing 
but also on whether Macedonian firms and 
institutions can use those opportunities to in-
crease domestic value added, productivity and 
export competitiveness.

Policy discussion & key recommendations
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SOCIAL PILLAR

 Unemployment rate in North Macedonia in 2025 stood 
at 11.7% of labour force.

 Employment rate stood at 58.8% of working-age 
population.

 Income share of the 20% lowest-income earners stood 
at 4.0% of total post-tax income.

 Income share of the 10% highest-income earners stood 
at 30% of total post-tax income.

 Gender employment gap stood at 17 pp.

 Social protection spending stood at 2.1% of GDP.

 Relative to the EU average, the best-perform-
ing social indicator was Income share of the 
10% highest-income earners, standing at 
96% of the EU level.

 The employment rate was second, at 83% of 
the EU level.

 Income share of the 20% lowest-income 
earners, Unemployment rate and Gender 
employment gap were lower, at 51-58% of 
the EU level.

 Social protection spending was the weakest 
link, standing at just 33% of the EU average.

 2 of the 6 indicators in the social pillar saw an improve-
ment in 2025 relative to the EU average.

 The biggest improvement was in Unemployment rate, 
which closed the gap to the EU level by 2.9 pp.

 The employment rate was the second indicator that 
improved, closing 1.1 pp of the gap to the EU level.

 Income share of the 10% highest-income earners and 
Income share of the 20% lowest-income earners wors-
ened relative to the EU benchmark, by 0.3 and 0.4 pp, 
respectively.

 Social protection spending declined more, by 2.8 pp 
relative to the EU average.

 Gender employment gap was the indicator with the 
weakest performance, falling back by 4.3 pp relative to 
the EU average.

 At the pace of improvement from the past 5 years, Un-
employment rate would need around 29 years to close 
the gap to the EU average.

 Social protection spending lags further behind, needing 
around 8 decades to reach the EU level.

 The remaining four indicators – Employment rate, In-
come share of the 20% lowest-income earners, Income 
share of the 10% highest-income earners and Gender 
employment gap – are diverging from the EU average 
and not on track to close the gap at recent trends.

North Macedonia, social pillar, % of EU average

North Macedonia, social pillar, change to last year

Indicator/ years to EU

North Macedonia, social pillar indicators, nominal values

Indicator Value
Unemployment rate 11.7
Employment rate 58.8
Income share of the 20% lowest-
income earners 4.0
Income share of the 10% highest-
income earners 30
Gender employment gap 17
Social protection spending 2.1

Indicator years to EU
Unemployment rate 29
Employment rate Divergence
Income share of the 20% 
lowest-income earners Divergence
Income share of the 10% 
highest-income earners Divergence

Gender employment gap Divergence
Social protection spending 76

converge2.eu12

52.1
82.8

58.2

96.0

51.2

33.0 Employment 
rate

Income share of the 20% 
lowest-income earners

Income share of the 10% highest-income earners

Income share of the 10% highest-income earners

Gender 
employment 

gap

Social 
protection 
spending

2.9

1.1

Unemployment rate

Employment rate

Income share of the 10%  
highest-income earners

-0.3
Income share of the 20%  
lowest-income earners

-0.4

Social protection spending -2.8
Gender employment gap -4.3
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What explains the trends in 
the social pillar?

	� The improvement in employment and unem-
ployment reflects stronger labour demand but 
also the continuing contraction of the available 
workforce. Construction, services and domesti-
cally oriented activities created additional em-
ployment, while labour shortages encouraged 
employers to recruit groups that had previous-
ly faced greater difficulty entering the labour 
market. Active employment measures, including 
training, wage subsidies and self-employment 
support, reinforced this development, particu-
larly for young and long-term unemployed peo-
ple. However, emigration and population ageing 
also reduced the number of people available to 
work or actively seeking work. The fall in unem-
ployment therefore represents genuine employ-
ment growth, but it should not be interpreted as 
evidence that labour-market exclusion has been 
resolved. The European Commission’s North Mac-
edonia Report 2025 continues to identify limited 
activation capacity and weaknesses in the Em-
ployment Service Agency, while the 2025 Oper-
ational Employment Plan targets young people, 
the long-term unemployed and recipients of 
guaranteed minimum assistance.

	� The widening gender employment gap shows 
that women did not benefit equally from the 
improvement in the labour market. A significant 
share of recent job creation occurred in construc-
tion, transport and other activities in which em-
ployment remains predominantly male. Women 
continue to carry a disproportionate share of 
unpaid childcare and eldercare, while access to 
affordable care services varies significantly be-
tween municipalities. These constraints are par-
ticularly severe for women in rural areas, Roma 
women and women with lower educational at-
tainment, who may remain outside both employ-
ment and registered unemployment. The expan-
sion of community- and home-care services has 
demonstrated that care investment can address 
both sides of the problem by enabling women 
with care responsibilities to seek employment 
and creating formal jobs for female care work-
ers. The World Bank’s assessment of Macedonian 
care economy confirms these employment ef-
fects, but the current scale remains insufficient 
to close the national gender gap.

	� Income distribution worsened at both ends, in-
dicating that labour-market improvements did 
not translate into more equal outcomes. The 
income share of the poorest fifth moved further 
away from the EU benchmark, while the income 
share of the richest tenth moved in the inequali-
ty-increasing direction, implying that a dispropor-
tionate share of the gains accrued to better-off 
households. Wage increases mainly benefited 
people already in formal employment, while the 
poorest households are more likely to depend on 
irregular work, social assistance or a single low 
income. Higher food, housing and energy costs 
also absorb a larger proportion of their budgets, 
limiting the real distributive effect of nominal 
income increases. At the same time, the broadly 
unchanged position of the highest-income group 
suggests that the tax-and-transfer system has 
generated little additional redistribution. The 
official poverty data continue to show particu-
larly high exposure among households with de-
pendent children, while Roma households face 
severe material deprivation and practical barriers 
to claiming benefits, as documented by the State 
Statistical Office and the World Bank.

	� Social protection did not keep pace with the 
needs of vulnerable households or with de-
velopments in the EU. Recent increases in so-
cial expenditure were concentrated in pensions, 
which are excluded from the social protection 
indicator used in this pillar, while poverty-target-
ed benefits and services have remained compar-
atively limited. Guaranteed minimum assistance 
provides important protection, but incomplete 
take-up, uneven access to services and weakened 
targeting reduce its effect on the poorest house-
holds. According to the World Bank’s Public Fi-
nance Review, social assistance spending remains 
low by regional standards and its targeting of the 
poorest quintile has deteriorated. Labour-market 
gains were therefore offset by weaker perfor-
mance in gender equality, income distribution 
and non-pension social protection, leaving over-
all social convergence broadly stagnant.
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EU accession scenarios

To better understand how different EU integration 
pathways might influence convergence trajectory 
of North Macedonia in the social area, we consider 
the same four scenarios as before:

	� Full EU Membership: immediate accession 
with all rights and obligations;

	� Access to EU Budget: receiving EU budget 
transfers (e.g. structural and cohesion funds) 
as if a member, but without formal member-
ship;

	� Access to EU Single Market: full inclusion in 
the EU single market (four freedoms) without 
other membership benefits or transfers;

	� Institutional Reforms: implementing deep 
EU-related reforms domestically (e.g. regard-
ing rule of law, governance) without member-
ship or new external resources.

A more detailed description of each scenario is pro-
vided in the methodological section. 

In the social pillar, the scenarios are simulated for 
the income share of the bottom 20% of the pop-
ulation as the proxy indicator for the overall social 
situation. The four scenarios are then compared to 
the baseline/status quo scenario of no change with 
respect to the trends from the past five years. 

The scenarios are presented here through the years 
needed to reach the EU average. The results point 
to no meaningful effects across the four scenarios.

EU accession scenarios for income share of 
the bottom 20% of the population

Scenario Years needed to 
reach the EU average

Status quo: Divergence

Full EU accession: 100+ years to EU

Access to EU budget: 100+ years to EU

EU single market: Divergence

Institutional reforms: Divergence

	� The status quo scenario points to continued 
divergence in the income position of the 
poorest households. This is consistent with 
recent trends: employment has increased, but 
the income share of the bottom quintile has 

not. Without stronger redistribution, better 
benefit coverage and access to quality employ-
ment, aggregate growth and higher average 
wages will continue to benefit households un-
evenly.

	� Full EU accession changes the direction from 
divergence to convergence, but the estimat-
ed period remains above 100 years. Member-
ship would provide greater access to social and 
cohesion funding, support regional develop-
ment and strengthen employment, childcare 
and social-inclusion programmes. However, 
the result shows that these resources would 
not rapidly improve the position of the bottom 
quintile unless national policies direct them to-
wards disadvantaged households and commu-
nities.

	� Access to the EU budget also brings the indi-
cator onto a convergence path, although the 
horizon remains above 100 years. Additional 
funding could expand childcare, community so-
cial services, active labour-market programmes 
and support for deprived municipalities. Its dis-
tributive impact would nevertheless depend 
on beneficiary selection, local implementation 
capacity and whether programmes lead to sus-
tained formal employment rather than tempo-
rary participation.

	� The single market and institutional-reform 
scenarios both remain on a divergent path. 
Single market participation can raise employ-
ment and wages, but the initial benefits are 
more likely to accrue to skilled workers, ex-
port-oriented firms and urban centres, while 
greater labour mobility may further reduce the 
domestic supply of skilled workers. Institution-
al improvements can strengthen programme 
delivery, but they do not redistribute income 
unless accompanied by benefit, tax, care and 
employment reforms. The scenario results 
therefore show that social convergence re-
quires explicit distributional policies and that 
economic integration or institutional improve-
ment alone will not raise the income share of 
the poorest households.
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Policy discussion & key recommendations

	� Reducing inequality should become an explicit ob-
jective of social policy rather than a by-product of 
employment growth. The distribution is worsening 
from both ends: over the past year, the income share 
of the poorest fifth moved 0.4 pp while the share of 
the richest tenth moved 0.3 pp further from the EU 
average, and both indicators are now diverging. The 
gains from higher employment and higher wages 
are therefore accruing disproportionately to bet-
ter-off households. Two instruments follow directly. 
Personal income taxation should become more pro-
gressive, so that the tax system contributes to re-
distribution rather than remaining broadly neutral. 
And social protection spending, at 2.1% of GDP (or 
33% of the EU average) and 2.8 pp lower than a year 
ago, should be raised along a credible multiannual 
path, as it is the weakest indicator in the pillar and 
the one on which benefit adequacy, activation and 
care services all depend.

	� Employment policy should shift from reducing 
registered unemployment towards sustained 
activation of people who remain outside the la-
bour market. The Employment Service Agency 
should apply individual profiling, case management 
and employer-linked training more systematically, 
with priority given to the long-term unemployed, 
young people, Roma, persons with disabilities and 
recipients of guaranteed minimum assistance. Pro-
gramme success should be assessed through formal 
employment and earnings six and 12 months after 
participation rather than through enrolment num-
bers. The need to strengthen the Agency’s capaci-
ty and the delivery of the Youth Guarantee is also 
emphasised in the European Commission’s North 
Macedonia Report 2025. Institutions should focus 
on making formal employment more financially at-
tractive than informal employment, as it is currently 
less costly to stay outside the system than to enter 
the formal labour market.

	� Closing the gender employment gap requires 
reducing the unpaid care burden that prevents 
women from taking paid work. The gender employ-
ment gap was the weakest-performing social indica-
tor in 2025, falling 4.3 pp relative to the EU average. 
Childcare, home care, eldercare and personal-assis-
tance services should be expanded beyond the bet-
ter-served municipalities, with stable financing and 
quality standards. Employment measures for wom-
en should combine vocational training with child-
care, transport and outreach support. Enforcement 
of anti-discrimination and equal-pay provisions 

should also be strengthened, particularly in recruit-
ment, pregnancy-related protection and access to 
career advancement.

	� Social assistance should provide adequate pro-
tection while making the transition into formal 
employment financially worthwhile. Adequacy is 
constrained above all by the size of the envelope: at 
33% of the EU average and shrinking, social protec-
tion spending cannot deliver either adequate bene-
fits or effective activation, which is why the increase 
proposed above is the precondition for the meas-
ures that follow. Guaranteed minimum assistance 
and child benefits should be reviewed regularly 
against essential living costs, while outreach should 
ensure that eligible Roma, rural households and 
people lacking digital access can claim support. Ben-
efits should be withdrawn gradually when recipients 
enter employment rather than creating an abrupt 
loss of assistance. The World Bank’s recommenda-
tions on social assistance similarly call for expanded 
coverage, unified eligibility criteria and ‘make-work-
pay’ reforms.

	� Public spending should be redirected towards 
measures with the strongest poverty-reduction 
effect. Discretionary transfers available to broad 
population groups should not crowd out targeted 
income support, child services, housing and energy 
assistance or community-based care. A unified social 
registry and stronger exchange of data between so-
cial-work centres, the Employment Service Agency 
and tax authorities would improve targeting and 
identify households that combine low income, un-
employment and care responsibilities. Municipal fi-
nancing should reflect local deprivation and service 
needs rather than depend excessively on uneven 
local fiscal capacity.

	� The social dimension should be integrated into 
every stage of EU-related reform and investment. 
Infrastructure, digitalisation and green-transition 
programmes should include requirements for local 
employment, training and access for disadvantaged 
groups. EU financing should be used to expand du-
rable social and employment services rather than 
short-term projects that disappear when external 
funding dries up. This would ensure that economic 
integration raises the income and employment pros-
pects of households at the bottom of the distribu-
tion and prevents the social pillar from continuing 
to diverge despite stronger aggregate growth.
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HEALTH PILLAR

 Public spending on health in North Macedonia 
stood at 4.3% of GDP.

 Life expectancy stood at 76.6 years.

 Infant mortality stood at 2.9 per 1,000 live births.

 Hospital beds stood at 463 beds per 100,000 
inhabitants.

 Number of physicians stood at 33.8 physicians per 
10,000 inhabitants.

 Out-of-pocket health expenditures stood at 
39.6% of total health spending.

 Relative to the EU average, the best-per-
forming health indicator is Infant mortality, 
standing at 121% of the EU level.

 Life expectancy and Hospital beds are also 
solid, at above 90% of the EU level.

 Number of physicians are at around 80% 
of the EU average, while Public spending on 
health is at around 67%.

 Out-of-pocket health expenditures remains 
the weakest link, standing at just 50% of 
the EU benchmark.

 3 of the 6 indicators in the health pillar saw an im-
provement in 2025 relative to the EU average.

 The biggest improvement was in Public spending on 
health, which closed the gap to the EU level by 2.0 pp.

 Life expectancy and Out-of-pocket health expenditures 
closed around 1 pp of the gap.

 Number of physicians gave back 2 pp relative to the EU 
average, while Hospital beds slid by 7.8 pp.

 Infant mortality was the indicator with the weakest 
performance, falling back by 53.0 pp relative to the EU 
average (though still being higher than it).

 At the pace of improvement from the past 5 years, 
Hospital beds would need around 4 years to close the 
gap to the EU average.

 Public spending on health would need around 5 de-
cades to close the gap to the EU average.

 Life expectancy, Number of physicians and Out-of-pock-
et health expenditures are diverging from the EU aver-
age and not on track to close the gap at recent trends.

 Infant mortality has already converged with the EU 
average.

North Macedonia, health pillar, 
% of EU average

North Macedonia, health pillar, 
change to last year

Indicator/ years to EU

North Macedonia, health pillar 
indicators, nominal values

Indicator Value
Public spending on health 4.3
Life expectancy 76.6
Infant mortality 2.9
Hospital beds 463
Number of physicians 33.8
Out-of-pocket health expenditures 39.6

Indicator years to EU
Public spending on health 51
Life expectancy Divergence
Infant mortality Converged
Hospital beds 4
Number of physicians Divergence
Out-of-pocket health 
expenditures Divergence

67.2

94.8

120.7

91.2

79.1

49.7
Life 
expectancy

Infant 
mortality

Hospital beds

Number of 
physicians

Public spending on health

Out-of-pocket health 
expenditures

Public spending on health 2.0
Life expectancy 1.4
Out-of-pocket health expenditures 1.1
Number of physicians -2.0
Hospital beds -7.8
Infant mortality -53.0
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What explains the trends in 
the health pillar?

	� The decline in the health pillar reflects pres-
sure on service capacity despite the recov-
ery in life expectancy and a modest improve-
ment in public financing. Life expectancy con-
tinued to recover from the sharp deterioration 
during the pandemic as COVID-related mortal-
ity subsided and access to regular treatment 
normalised. However, the recovery has not 
removed the underlying gap with the EU. Car-
diovascular disease, cancer, diabetes and other 
non-communicable diseases continue to cause 
high levels of preventable and premature mor-
tality, while smoking, air pollution, unhealthy 
diets and insufficient screening sustain the dis-
ease burden. The WHO health-system review 
concludes that these outcomes could be im-
proved through stronger prevention and more 
timely and effective treatment, particularly of 
non-communicable diseases.

	� The deterioration in infant mortality in-
terrupts a longer-term improvement and 
points to persistent inequalities in maternal 
and child healthcare. Because the number 
of births and infant deaths is relatively small, 
the national rate can fluctuate considerably 
when the absolute number of deaths changes. 
Nevertheless, the increase should not be dis-
missed as statistical volatility. Access to prena-
tal monitoring, early diagnosis, neonatal ser-
vices and postnatal support remains uneven 
across regions and social groups. UNICEF has 
identified a disproportionately high incidence 
of infant deaths among Roma and ethnic North 
Macedonian communities, while its 2024 Situa-
tion Analysis of Children and Adolescents also 
points to the need for continued monitoring of 
perinatal outcomes and service quality. The re-
sult therefore calls for investigation of individ-
ual deaths and local service gaps rather than a 
broad national intervention alone.

	� The reduction in hospital-bed and physician 
capacity reflects workforce outflows and 
persistent imbalances in the organisation 
of healthcare. Doctors and other medical pro-
fessionals continue to move from the public 
system to private providers or abroad, while 
retirement and shortages in certain specialisa-
tions are not consistently matched by recruit-
ment and training. The problem is also geo-

graphical: specialist staff and better-equipped 
facilities remain concentrated in Skopje and 
larger urban centres. Hospital capacity is un-
evenly used, with some institutions maintain-
ing underused infrastructure while others face 
long waiting times, staffing shortages and ob-
solete equipment. The European Commission’s 
North Macedonia Report 2025 confirms that 
the availability and geographical distribution 
of specialist services and medical staff remain 
inadequate, and that the outflow of personnel 
is continuing.

	� Financing remains the weakest part of the 
health pillar: public spending is low relative 
to the EU benchmark, while out-of-pocket 
spending remains high. The increase in the 
public allocation has therefore not yet trans-
lated into a comparable reduction in the fi-
nancial burden on patients. Spending remains 
hospital-centred, and primary care is under-
developed. Fragmented primary care and the 
restricted role of general practitioners lead to 
unnecessary referrals and greater reliance on 
specialist and hospital treatment. Households 
consequently continue to finance a large share 
of healthcare directly, especially outpatient 
medicines, diagnostics and services obtained 
privately to avoid waiting. The World Bank’s 
Public Finance Review and the WHO European 
Observatory identify outpatient medicines as 
an important source of catastrophic expendi-
ture among poorer households. The health pil-
lar therefore weakened because the recovery 
in longevity and spending was outweighed by 
capacity constraints, unequal access and per-
sistent household exposure to medical costs.
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EU accession scenarios

To better understand how different EU integration 
pathways might influence Macedonian convergence 
trajectory in the health area, we consider the same 
four scenarios as before:

	� Full EU Membership: immediate accession 
with all rights and obligations;

	� Access to EU Budget: receiving EU budget 
transfers (e.g. structural and cohesion funds) 
as if a member, but without formal member-
ship;

	� Access to EU single market: full inclusion in 
the EU single market (four freedoms) without 
other membership benefits or transfers;

	� Institutional Reforms: implementing deep 
EU-related reforms domestically (e.g. regard-
ing rule of law, governance) without member-
ship or new external resources.

A more detailed description of each scenario is pro-
vided in the methodological section. 

In the health pillar, the scenarios are simulated for 
life expectancy as the proxy indicator for the over-
all health situation. The f-our scenarios are then 
compared to the baseline/status quo scenario of no 
change with respect to the trends from the past five 
years. 

The scenarios are presented here through the years 
needed to reach the EU average. The results point 
to no meaningful effects across the four scenarios.

EU accession scenarios for life 
expectancy

 Scenario  Years needed to 
reach the EU average

Status quo: Divergence

Full EU accession: Divergence

Access to EU budget: Divergence

EU single market: Divergence

Institutional reforms: Divergence

	� All five scenarios indicate divergence in life 
expectancy, showing that none of the sim-
ulated integration channels is sufficient to 
close the health gap with the EU. Under the 
status quo, the divergence reflects persistent 
premature mortality, weak prevention, work-
force shortages and unequal access to timely 
treatment. Since life expectancy is also improv-
ing in the EU, a recovery from the pandemic is 
insufficient unless health outcomes in North 
Macedonia improve more rapidly and consist-
ently.

	� Full EU accession and access to the EU budget 
do not reverse divergence because additional 
financing cannot compensate for inefficient 
resource allocation and weak implementa-
tion. EU resources could modernise facilities, 
strengthen screening, digitalise health infor-
mation and improve emergency preparedness. 
However, their effect on life expectancy would 
remain limited if funding continues to favour 
hospital treatment over prevention and pri-
mary care or if new facilities cannot be staffed 
and new equipment maintained.

	� Single market participation also remains 
divergent and could intensify health-work-
force pressures. Higher incomes and access to 
medicines and technology may improve care, 
but easier professional mobility can accelerate 
the departure of doctors and nurses if domes-
tic pay, working conditions and career oppor-
tunities remain less attractive in relative terms. 
Institutional reforms alone also remain diver-
gent because general improvements in gov-
ernance do not directly reduce cardiovascular 
mortality, expand screening or ensure access 
to medicines.

	� The scenario results place responsibility pri-
marily on domestic health policy. EU member-
ship and funding can support reform, but con-
vergence in life expectancy requires a national 
shift towards prevention, stronger primary 
care, better retention and distribution of med-
ical staff, affordable medicines and consistent 
implementation across the entire territory.
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Policy discussion & key recommendations

	� The binding constraint in the health system in 
North Macedonia is financing, and it should be ad-
dressed first. Public spending on health stands at 
4.3% of GDP, or 67% of the EU average, and even af-
ter the largest single-year improvement in the pillar, 
it remains around five decades from convergence. 
Low public financing is what pushes households 
towards private payment: out-of-pocket expendi-
ture accounts for 39.6% of total health spending, or 
twice the EU share, and is the weakest indicator in 
the pillar. Little else in this section can be achieved 
while that holds. The first step is therefore a predict-
able multiannual increase in public health financing, 
including capital investment in public hospitals, 
diagnostic equipment and primary-care facilities. 
Without these measures, neither workforce reten-
tion nor waiting times nor access to medicines can 
be improved on a sustained basis.

	� That additional financing should be redirected 
towards primary care, prevention and measurable 
improvements in patient outcomes. Multiannual 
budgeting would allow health institutions to plan 
staffing, equipment and maintenance instead of 
relying on annual adjustments and arrears. A larg-
er share of Health Insurance Fund resources should 
support family medicine, screening, chronic-disease 
management and community care. The primary-care 
protocols introduced with WHO support should be 
implemented nationwide, with provider payments 
linked to prevention, treatment continuity and qual-
ity rather than mainly to registered patient num-
bers.

	� A national health-workforce plan should connect 
education, recruitment, retention and regional 
staffing needs. The authorities should forecast re-
tirements and shortages by speciality and munici-
pality, expand training where gaps are demonstrat-
ed and offer targeted incentives for work in under-
served areas. Better working conditions, transpar-
ent specialisation opportunities and merit-based 
career advancement are necessary to retain staff 
in the public system. Nurses should receive broader 
clinical and preventive roles within multidisciplinary 
primary-care teams, reducing avoidable depend-
ence on specialists and hospitals.

	� Reducing out-of-pocket expenditure requires 
public capacity as well as broader medicine cov-
erage and more effective purchasing. The larger 
share of private payment goes to privately pro-

vided hospital, specialist and diagnostic services 
rather than to medicines. The most direct remedy 
is therefore to invest in public hospitals, equip-
ment and staffing, so that gaps in public provision 
do not force patients to seek private care. The 
positive medicines list should be updated regularly 
using health-technology assessment and transpar-
ent evidence on clinical and cost effectiveness. Cen-
tralised or coordinated procurement should be used 
where it can reduce prices and prevent shortages, 
while co-payments for essential outpatient medi-
cines and diagnostics should be capped or waived 
for low-income patients and people with chronic 
conditions. Waiting times should be published by 
institution and procedure, so that patients are not 
pushed towards private payment because public 
services are formally covered but practically una-
vailable.

	� Hospital reform should improve functional ca-
pacity rather than seek to preserve the existing 
number of institutions or beds. The hospital net-
work should be reorganised according to population 
needs, travel times, staffing capacity and case vol-
umes. Underused facilities can be converted to pro-
vide rehabilitative, geriatric, palliative or long-term-
care services, while complex procedures should be 
concentrated in centres able to maintain adequate 
quality and safety levels. The eHealth appoint-
ment system should become interoperable with 
Health Insurance Fund and provider data, enabling 
referral tracking, waiting-list management and ev-
idence-based purchasing, as also recommended by 
the European Commission.

	� Convergence in life expectancy ultimately de-
pends on reducing preventable disease and ine-
qualities in access. Tobacco-control rules should be 
enforced, health-related excise taxation strength-
ened and revenues partly directed towards preven-
tion. Cancer and cardiovascular screening should 
use population registries and active invitations rath-
er than rely mainly on individual initiative. Maternal 
and neonatal reviews should examine every avoid-
able death and translate findings into local service 
improvements. Roma communities, remote settle-
ments and low-income households require targeted 
outreach, transport support and community health 
services. EU funds should reinforce these reforms, 
but sustainable financing and implementation must 
remain embedded in the national health system.
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EDUCATION PILLAR

 Public spending on education in North Macedonia 
in 2025 stood at 4.0% of GDP.

 Harmonised test scores stood at 422.8 points.

 Tertiary education enrolment stood at 55% of 
tertiary-age population.

 Tertiary education attainment stood at 23.7% of 
corresponding age group population.

 Pre-primary school enrolment stood at 48.3% of 
corresponding age group population.

 NEET rate stood at 19.3% of labour force.

 Relative to the EU average, the best-perform-
ing education indicators were Harmonised 
test scores and Public spending on educa-
tion, both at 84% of the EU level.

 Tertiary education attainment and Tertiary 
education enrolment followed, at around 
70% of the EU average.

 Pre-primary school enrolment was lower, at 
51% of the EU level.

 NEET rate remains the weakest link, standing 
at just 47% of the EU average.

 2 of the 6 indicators in the education pillar saw 
an improvement in 2025 relative to the EU average.

 The biggest improvement was in Public spending 
on education, which closed the gap to the EU level 
by 6.8 pp.

 Pre-primary school enrolment was the second 
indicator that improved, closing 2.2 pp of the gap 
to the EU level.

 Harmonised test scores, Tertiary education at-
tainment and Tertiary education enrolment lost 
between 0.3 and 1 pp relative to the EU average.

 NEET rate was the indicator with the weakest 
performance, falling back by 3.9 pp relative to the 
EU average.

 At the pace of improvement from the past 5 years, 
Tertiary education enrolment would need around 15 
years to close the gap to the EU average.

 Pre-primary school enrolment would need around 4.5 
decades to close the gap to the EU average.

 Public spending on education, Harmonised test scores, 
Tertiary education attainment and NEET rate are diverg-
ing from the EU average and not on track to close the 
gap at recent trends.

North Macedonia, education pillar, % of EU average

North Macedonia, education pillar,  
change to last year

Indicator/ years to EU

North Macedonia, education pillar, nominal values

Indicator Value
Public spending on education 4.0
Harmonised test scores 422.8
Tertiary education enrolment 55
Tertiary education attainment 23.7
Pre-primary school enrolment 48.3
NEET rate 19.3

Indicator years to EU
Public spending on education Divergence
Harmonised test scores Divergence
Tertiary education enrolment 15
Tertiary education attainment Divergence
Pre-primary school enrolment 45
NEET rate Divergence

83.7

83.7

68.5

69.1

50.9

46.6

Public spending on education

Harmonised 
test scores

Tertiary education 
enrolment

Tertiary education attainment

Pre-primary school 
enrolment

NEET rate

Public spending on education 6.8
Pre-primary school enrolment 2.2
Tertiary education enrolment -0.3
Tertiary education attainment -0.7
Harmonised test scores -1.0
NEET rate -3.9
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What explains the trends in 
the education pillar?

	� The deterioration compared to the previous 
year reflects a widening gap between partic-
ipation in education and the knowledge and 
skills acquired by students. The relative position 
of education spending improved and pre-primary 
coverage expanded, but these gains were offset 
by weaker learning outcomes, slower progress 
in tertiary attainment and a rise in the share of 
young people not in employment, education or 
training (NEET). The central problem is there-
fore not only whether children and young people 
enter the education system, but whether they 
remain engaged, acquire foundational skills and 
successfully transition into further education or 
productive employment.

	� Public education spending improved most 
strongly in 2025, but the longer-term position 
remains weak. Its five-year trend is still diver-
gent from the EU average, so the recent increase 
should be understood as a partial correction rath-
er than closure of the financing gap. Maintaining 
the higher spending effort will be necessary if 
this longer-term divergence is to be reversed.

	� The decline in harmonised test scores reflects 
accumulated learning losses and structural 
weaknesses that predate the pandemic. Stu-
dents receive relatively limited instructional 
time, many schools operate in shifts, and support 
for struggling students remains insufficient. At 
the same time, the distribution of human and 
physical resources across the school system is in-
efficient. Staffing levels in many schools exceed 
operational needs, while the school network has 
not been sufficiently optimised to reflect demo-
graphic changes and differences in enrolment. 
These inefficiencies contribute to an uneven dis-
tribution of education resources and opportuni-
ties, particularly for students from lower-income 
households and those living in remote and rural 
areas.

	� According to UNICEF’s assessment of the edu-
cation reform, students accumulate almost 900 
fewer hours of instruction by the age of 14 than 
the OECD average. The OECD’s PISA 2025 results, 
published in September 2026, reinforce the con-
clusion that North Macedonia continues to face 
a serious learning crisis. Performance declined 
further in mathematics and remained broadly 
unchanged in reading and science compared with 
2022. Only 32% of students attained at least the 
baseline proficiency level in mathematics, 26% in 
reading and 36% in science, compared with OECD 

averages of 65%, 69% and 74%, respectively. Ac-
cording to the OECD’s PISA 2025 country results 
for North Macedonia, almost no students reached 
the highest proficiency levels in any of the three 
subjects. This indicates that additional spending 
will have a limited impact unless it changes class-
room practice, instructional time and support for 
low-performing students.

	� The expansion of pre-primary education is a 
genuine improvement, but access remains in-
sufficient and socially uneven. Additional kin-
dergarten places and the gradual recovery of 
enrolment have allowed more children to enter 
early education. Nevertheless, capacity remains 
concentrated in urban municipalities, while chil-
dren from rural areas, Roma communities and 
lower-income households are considerably less 
likely to attend. These are the same groups that 
would benefit most from language development, 
early identification of learning difficulties and 
preparation for primary school. The European 
Commission’s North Macedonia Report 2025 
records a modest increase in capacity but con-
firms that participation remains far below the 
EU target. The increase in enrolment therefore 
improves the indicator, but its effect on later 
learning outcomes will remain limited unless 
expansion prioritises underserved children and 
maintains consistent quality standards.

	� Higher-education participation has remained 
comparatively stable, but attainment and la-
bour-market transition have failed to keep pace 
with the EU. Demographic decline and the broad 
availability of study programmes have supported 
enrolment, while the share of adults with tertiary 
qualifications has increased only gradually. At 
the same time, quality assurance, accreditation 
and links between universities and employers re-
main weak, contributing to skills mismatches and 
graduate underemployment. The deterioration 
in the NEET indicator reflects these transition 
failures, as some young people leave education 
without marketable skills while others complete 
programmes that do not lead to suitable em-
ployment. The expansion of dual vocational ed-
ucation and regional vocational education and 
training (VET) centres is relevant, but its national 
impact is still emerging. Overall, the education 
pillar shows that increasing participation without 
improving quality, completion and labour-market 
relevance is insufficient for convergence.
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EU accession scenarios

To better understand how different EU integration 
pathways might influence Macedonian convergence 
trajectory in the education area, we consider the 
same four scenarios as before:

	� Full EU Membership: immediate accession 
with all rights and obligations;

	� Access to EU Budget: receiving EU budget 
transfers (e.g. structural and cohesion funds) 
as if a member, but without formal member-
ship;

	� Access to EU Single Market: full inclusion in 
the EU single market (four freedoms) without 
other membership benefits or transfers;

	� Institutional Reforms: implementing deep 
EU-related reforms domestically (e.g. regard-
ing rule of law, governance) without member-
ship or new external resources.

A more detailed description of each scenario is pro-
vided in the methodological section. 

In the education pillar, the scenarios are simulated 
for tertiary education enrolment as the proxy in-
dicator for the overall education situation. The four 
scenarios are then compared to the baseline/sta-
tus quo scenario of no change with respect to the 
trends from the past five years. 

The scenarios are presented here through the years 
needed to reach the EU average. The results point 
to no meaningful effects across the four scenarios.

EU accession scenarios for tertiary 
education enrolment 

Scenario Years needed to 
reach the EU average

Status quo: 15 years to EU

Full EU accession: 13 years to EU

Access to EU budget: 14 years to EU

EU single market: 14 years to EU

Institutional reforms: 14 years to EU

	� The status quo scenario indicates that ter-
tiary enrolment could reach the EU level in 
approximately 15 years. This comparatively 
short horizon reflects the existing convergence 
trend, supported by broad access to higher ed-
ucation and a shrinking tertiary-age population. 
However, convergence in enrolment should not 
be equated with convergence in educational 
quality, completion rates or graduate skills.

	� Full EU accession produces the strongest 
result, shortening the convergence period 
to around 13 years. The improvement would 
come from the combined effects of greater 
student and academic mobility, access to EU 
education and research programmes, strong-
er recognition of qualifications and additional 
investment in university capacity and quality 
assurance. The limited difference from the sta-
tus quo nevertheless shows that membership 
would accelerate an already positive enrolment 
trend rather than fundamentally transform it.

	� Access to the EU budget, single market partic-
ipation and institutional reforms each result 
in a convergence period of around 14 years. 
EU financing could expand infrastructure, dig-
ital learning and student support, while single 
market integration could increase the value of 
recognised qualifications and encourage en-
rolment. Institutional reforms could improve 
accreditation and university governance. How-
ever, each partial scenario shortens conver-
gence by only one year because the principal 
quantitative expansion of higher education has 
already occurred.

	� The scenario comparison shifts the policy 
question from how many students enrol to 
what they learn and whether they complete 
their studies and find suitable work. North 
Macedonia can reach the EU enrolment bench-
mark under all scenarios, but this would have 
limited economic value if learning outcomes 
remain weak, programmes are poorly connect-
ed to labour demand, and qualified graduates 
continue to emigrate. EU integration should 
therefore be used to improve the quality and 
relevance of higher education rather than pri-
marily to increase student numbers.
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Policy discussion & key recommendations

	� Two features of the education data should 
shape the priorities that follow. Public spend-
ing on education closed 6.8 pp of the gap to 
the EU average over the past year, the largest 
single-year gain of any indicator in this pillar, 
but at 4.0% of GDP, it stands at around 84% of 
the EU level and its five-year trend remains one 
of divergence. Sustaining last year’s increase 
is therefore the condition for reversing that 
trend, not an optional addition to the reforms 
below. Second, enrolment and attainment are 
moving apart. Tertiary enrolment is the indi-
cator in the pillar closest to convergence, at 
around 15 years from the EU average, while 
tertiary attainment is diverging. The system is 
admitting students at close to the European 
rate but failing to convert this into qualifica-
tions, which places completion rather than ac-
cess at the centre of higher-education policy.

	� The first priority should be a national pro-
gramme for recovering foundational learn-
ing. Regular assessments should identify stu-
dents who lack basic literacy, mathematics and 
science skills, followed by structured tutoring, 
extended learning time and individual support. 
Schools should receive practical guidance and 
resources to implement remedial programmes, 
while progress should be measured through 
student improvement rather than curriculum 
coverage. The findings of PISA 2026 should be 
translated into specific targets for reducing 
the proportion of students below minimum 
proficiency.

	� The school network and teaching workforce 
should be reorganised around demographic 
realities and learning needs. Declining pupil 
numbers have left many small schools with un-
derused facilities, while urban schools operate 
in shifts and provide insufficient instruction-
al time. The new primary-education funding 
formulas should support inter-municipal co-
operation, shared teachers and transport for 
students where consolidation improves access 
and quality. Teacher policy should combine 
workforce planning, continuous professional 
development, mentoring and classroom sup-

port. Higher salaries alone will not improve 
outcomes unless accompanied by stronger 
professional standards and accountability for 
teaching quality.

	� Pre-primary expansion should prioritise chil-
dren who currently have the least access. 
New public capacity, partnerships with licensed 
providers and targeted fee support should fo-
cus on rural municipalities, poor households, 
Roma children and children with disabilities. 
Financing should follow children and include 
safeguards for staff qualifications, group size 
and programme quality. Expanding access for 
disadvantaged children would improve school 
readiness while also enabling more mothers to 
participate in the labour market.

	� Vocational and higher education should be 
more directly connected to skills demand 
and quality assurance. The new VET frame-
work and regional centres should use employ-
er-validated curricula, substantial work-based 
learning and independent assessment of occu-
pational skills. Funding for universities should 
gradually incorporate completion, teaching 
quality, research performance and gradu-
ate-employment outcomes. Accreditation bod-
ies require operational independence and the 
capacity to close or restructure programmes 
that repeatedly fail quality or labour-market 
relevance standards, as also highlighted in the 
European Commission’s 2025 assessment.

	� Reducing the NEET rate requires an integrat-
ed transition from school to work. Career 
guidance should begin before students select 
secondary and tertiary programmes, while the 
Youth Guarantee should combine outreach, 
skills assessment, training and credible em-
ployment offers. Education, employment and 
social-protection institutions should exchange 
data to identify early school leavers and inac-
tive young people before they become dis-
connected from institutions. The objective 
should not be temporary participation in a pro-
gramme, but sustained employment, return to 
education or completion of a recognised qual-
ification.
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GOVERNANCE PILLAR

 Voice and accountability in North Macedonia stood at 
51.5 index points (0–100 scale).

 Political stability stood at 53.1 index points (0–100 
scale).

 Government effectiveness stood at 49.4 index points 
(0–100 scale).

 Regulatory quality stood at 55.3 index points (0–100 
scale).

 Rule of law stood at 45.5 index points (0–100 scale).

 Control of corruption stood at 43.4 index points 
(0–100 scale).

 Relative to the EU average, the best-perform-
ing governance indicator was Political stabili-
ty, standing at 89% of the EU level.

 Regulatory quality is second, at 78% of the 
EU average.

 Voice and accountability and Government 
effectiveness are at around 70% of the EU 
benchmark.

 Rule of law and Control of corruption are the 
weakest indicators in this group, standing at 
around 63% of the EU average.

 5 of the 6 indicators in the governance pillar 
saw an improvement in 2025 relative to the EU 
average.

 The biggest improvement was in Regulatory qual-
ity, Political stability and Voice and accountability, 
which improved by around 2 pp relative to the EU 
level.

 Rule of law and Control of corruption closed ap-
proximately 1 pp of the gap to the EU average.

 Government effectiveness was the indicator with 
the weakest performance, falling back by 1.5 pp 
relative to the EU average.

 At the pace of improvement from the past 5 
years, Political stability is the indicator that 
stands closest to reaching the EU level, at around 
6 years away.

 Voice and accountability would need 35 years for 
that.

 Control of corruption would need around 5 de-
cades, while Government effectiveness around 6.

 Rule of law lags further behind, needing 85 years 
to reach the EU level.

 Regulatory quality is diverging from the EU and 
not on track to close the gap at recent trends.

North Macedonia, governance pillar, 
% of EU average

North Macedonia, governance pillar, 
change to last year

Indicator/ years to EU

North Macedonia, governance pillar indicators, 
nominal values

Indicator Value
Voice and accountability 51.5
Political stability 53.1
Government effectiveness 49.4
Regulatory quality 55.3
Rule of law 45.5
Control of corruption 43.4

Indicator years to EU
Voice and accountability 35
Political stability 6
Government effectiveness 61
Regulatory quality Divergence
Rule of law 85
Control of corruption 49
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What explains the trends in 
the governance pillar?

	� The mixed movement in the governance indi-
cators reflects a widening gap between the 
formal development of institutions and their 
capacity to deliver consistent and credible 
results. Political stability, voice and account-
ability, regulatory quality, the rule of law and 
control of corruption improved to varying de-
grees, while government effectiveness was 
the only indicator to deteriorate in 2025. This 
pattern suggests that electoral continuity, leg-
islative alignment and individual institutional 
reforms generated positive signals but were 
not matched by stronger policy coordination, 
professional administration and enforcement. 
Governance convergence therefore remains 
vulnerable to political changes because many 
improvements are embedded in formal proce-
dures rather than in stable institutional prac-
tice.

	� The improvement in political stability and 
voice and accountability was supported by 
competitive elections, a peaceful transfer of 
power and the preservation of inter-ethnic 
stability. The 2024 presidential and parliamen-
tary elections offered voters a genuine politi-
cal choice, fundamental freedoms were gener-
ally respected, and the change of government 
took place without institutional disruption. 
However, the campaign season was marked by 
polarising rhetoric, weaknesses in campaign-fi-
nance oversight and structural advantages for 
the largest political parties in terms of enjoying 
access to public funding and media exposure. 
The improvement consequently reflects the 
resilience of the democratic framework rather 
than the resolution of long-standing deficien-
cies in political competition and accountability. 
The OSCE/ODIHR final report on the 2024 elec-
tions confirms both the competitiveness of the 
process and the persistence of these regulato-
ry weaknesses.

	� Declining government effectiveness and di-
vergence from the EU benchmark in regulato-
ry quality expose weaknesses in both policy 
implementation and regulatory convergence. 
Any improvement in Macedonian regulatory 
quality must be distinguished from progress 
relative to the EU; in other words, an increase 
in the domestic score does not constitute con-

vergence if the distance to the EU benchmark 
widens. Legislative alignment and procedural 
reforms should therefore be assessed against 
both their practical implementation and devel-
opments in the EU. The decline in government 
effectiveness raises a related concern about 
administrative continuity and the capacity to 
implement policies consistently. The reorgan-
isation of ministries and state bodies, changes 
in managerial staff, reliance on acting appoint-
ments and fragmented employment and remu-
neration rules provide relevant context for this 
deterioration, although they do not by them-
selves establish its causes. The weaknesses in 
merit-based recruitment, policy coordination 
and administrative accountability identified in 
the European Commission and OECD/SIGMA 
assessments help explain why formal reforms 
may coexist with limited institutional delivery.

	� The modest improvement in the rule of law 
and control of corruption reflects incremen-
tal reforms whose effect on enforcement re-
mains limited. Greater transparency in parts 
of the judicial appointment process, renewed 
activity by anti-corruption institutions and in-
vestigations involving senior officials provided 
some evidence of institutional response. GRE-
CO also recognised progress in integrity rules 
for senior executive officials and the police, 
concluding that 17 of its 23 recommendations 
had been satisfactorily implemented. Howev-
er, complex corruption cases still rarely result 
in timely final convictions, while political pres-
sure, insufficient resources and prolonged 
proceedings weaken the deterrent effect of 
the system. The European Commission’s 2026 
Rule of Law Report also finds that the Criminal 
Code amendments reduced the time and legal 
scope available for prosecuting certain forms 
of high-level corruption. The improvement 
should therefore be interpreted as a limited 
recovery from a low institutional base rather 
than evidence of a decisive change in the appli-
cation of the rule of law.
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EU accession scenarios

To better understand how different EU integration 
pathways might influence Macedonian convergence 
trajectory in the governance area, we consider the 
same four scenarios as before:

	� Full EU Membership: immediate accession with 
all rights and obligations;

	� Access to EU Budget: receiving EU budget 
transfers (e.g. structural and cohesion funds) as 
if a member, but without formal membership;

	� Access to EU Single Market: full inclusion in the 
EU single market (four freedoms) without other 
membership benefits or transfers;

	� Institutional Reforms: implementing deep 
EU-related reforms domestically (e.g. regarding 
rule of law, governance) without membership or 
new external resources.

A more detailed description of each scenario is pro-
vided in the methodological section. 
In this pillar, the scenarios are simulated for control 
of corruption as the proxy indicator for the overall 
governance situation. The four scenarios are then 
compared to the baseline/status quo scenario of no 
change with respect to the trends from the past five 
years. 
The scenarios are presented here through the years 
needed to reach the EU average. The results point 
to no meaningful effects across the four scenarios.

EU accession scenarios for control of 
corruption

Scenario Years needed to 
reach the EU average

Status quo: 49 years to EU

Full EU accession: 40 years to EU

Access to EU budget: 49 years to EU

EU single market: 49 years to EU

Institutional reforms: 40 years to EU

	� The status quo scenario places convergence 
in control of corruption at approximately 49 
years, reflecting the slow pace at which insti-
tutional credibility improves when reforms 
remain partial. Existing anti-corruption bodies, 
strategies and reporting mechanisms provide a 
formal basis for progress, but weak implemen-
tation, limited interinstitutional cooperation 
and the low probability of final sanctions restrict 
their effect. Continuing along the present path 
would therefore produce gradual improvement 

without resolving the enforcement weaknesses 
that sustain political influence, discretion and 
perceptions of impunity.

	� Full EU accession reduces the convergence 
period to approximately 40 years by combin-
ing domestic reform with stronger external 
monitoring and enforcement. Application of 
EU standards in public procurement, financial 
control, judicial cooperation and the protection 
of the Union’s financial interests would restrict 
discretionary decision-making and strengthen 
the consequences of institutional non-compli-
ance. Membership would also provide a more 
credible and durable framework for reform by 
making reversals legally and politically more 
costly. The nine-year improvement relative to 
the status quo nevertheless shows that formal 
accession cannot immediately compensate for 
accumulated weaknesses in administrative ca-
pacity, judicial efficiency and public trust.

	� Institutional reforms produce the same con-
vergence period (approximately 40 years), 
confirming that domestic institutional per-
formance is the decisive channel for improv-
ing corruption control. Independent judicial 
and prosecutorial decision-making, effective 
verification of assets and conflicts of interest, fi-
nancial investigations and systematic follow-up 
to audit findings would increase the probability 
that abuses are detected and sanctioned. The 
result is particularly relevant for North Mace-
donia because the principal constraint is not the 
absence of legislation or specialised institutions 
but their limited autonomy, resources and abili-
ty to enforce existing rules consistently.

	� Access to the EU budget and participation in 
the single market leave the convergence pe-
riod at approximately 49 years because nei-
ther channel directly changes the domestic 
enforcement of anti-corruption rules. Addi-
tional financing could improve administrative 
infrastructure, digital registers and oversight 
capacity, but without transparent procurement 
and judicial follow-up, it could also increase op-
portunities for rent-seeking. Deeper market in-
tegration may strengthen business demand for 
legal certainty, but it does not independently 
ensure impartial appointments, investigations 
or convictions. The scenario comparison there-
fore shows that the governance benefits of EU 
financing and market integration depend on 
parallel institutional reforms capable of pro-
tecting public resources and enforcing the law.
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Policy discussion & key recommendations

	� Judicial reform should focus on protecting 
professional decision-making from political 
and economic influence. Appointments, pro-
motions and disciplinary procedures should 
be based on transparent criteria, individual as-
sessments and fully reasoned decisions, while 
political office-holders should refrain from 
putting public pressure on judges and prosecu-
tors. The judiciary and prosecution also require 
adequate and predictable financing, system-
atic recruitment and modern case-manage-
ment systems. Formal independence cannot 
produce convergence when courts lack judges 
and support staff, prosecutors carry excessive 
caseloads and complex proceedings cannot be 
completed within a reasonable period.

	� Anti-corruption policy should shift from 
adopting strategies towards increasing the 
probability that detected abuses result in 
final sanctions. The Criminal Code should pro-
vide adequate definitions, penalties and limita-
tion periods for complex corruption offences, 
while prosecutors need specialised capacity 
for financial investigations, asset tracing and 
confiscation. The State Commission for the 
Prevention of Corruption should have suffi-
cient staff and direct access to interoperable 
registers for the substantive verification of 
asset declarations and conflicts of interest. Its 
findings and recommendations should trigger 
documented responses from the responsible 
institutions rather than remain dependent on 
voluntary follow-up.

	� Public procurement and high-risk sectors re-
quire stronger preventive controls because 
they combine large financial flows with con-
siderable administrative discretion. Benefi-
cial ownership, contracts, annexes, implemen-
tation deadlines and cost revisions should be 
published in machine-readable form, while 
automated risk indicators should identify re-
peated single-bid procedures, contract split-
ting, unusual amendments and concentration 
among suppliers. Healthcare, infrastructure, 
spatial planning, energy and the use of mu-
nicipal assets require particular attention. The 
State Audit Office, procurement-review bod-
ies, the anti-corruption commission and prose-
cutorial bodies should establish procedures for 

exchanging information and tracking the insti-
tutional response to identified irregularities.

	� Government effectiveness was the only gov-
ernance indicator to lose ground over the past 
year, and regulatory quality is diverging on 
its five-year trend despite a good single year, 
so both warrant explicit attention. Govern-
ment effectiveness should be strengthened 
through a professional civil service capable 
of preserving policy continuity across elec-
toral cycles, and regulatory quality through 
predictable rule-making, substantive impact 
assessment and consistent application of 
rules to firms. Senior and managerial appoint-
ments should be conducted through open 
competition, the use of acting positions should 
be strictly time-limited, and unjustified exemp-
tions from general civil-service rules should be 
reduced. The public-sector employee register 
should be regularly published, while remuner-
ation, promotion and performance-manage-
ment systems should become more coherent 
across institutions. Strengthening the capacity 
of the Ministry of Public Administration and 
the General Secretariat would improve coordi-
nation and reduce the implementation gap be-
tween government strategies, annual budgets 
and the work of individual institutions.

	� EU integration should be used to make gov-
ernance reforms measurable, financially 
credible and difficult to reverse. Disburse-
ment of EU support should be linked to veri-
fied outcomes, such as competitive appoint-
ments, functioning asset-verification systems, 
implementation of audit recommendations, 
improved processing of corruption cases and 
transparent public procurement. Regulato-
ry-impact assessments, public consultations 
and ex-post evaluations should become sub-
stantive requirements, including for legisla-
tion proposed by members of parliament or 
adopted through shortened procedures. The 
convergence effect of the accession process 
will ultimately depend on whether external 
conditionality changes domestic institutional 
incentives and produces consistent implemen-
tation after individual reform milestones have 
formally been completed.



ENVIRONMENT PILLAR

 Premature deaths due to PM 2.5 in North Macedonia in 
2025 stood at 222 per 100,000 of population aged 30 
and over.

 Renewable energy share stood at 58.8% of total capaci-
ty.

 Energy intensity stood at 236 KGOE per thousand 
euros of GDP in chain-linked volumes (2015).

 Carbon intensity stood at 607 kg per thousand euros of 
GDP in chain-linked volumes (2015).

 Waste that is recovered stood at 29.2% of total divert-
ed waste.

 Protected areas stood at 26.3% of land area

 Relative to the EU average, the best-performing environ-
ment indicator was Protected areas, standing at 98% of 
the EU level.

 Renewable energy share was close behind, at around 
96% of the EU average.

 Energy intensity and Waste that is recovered were far 
below, at around 40% of the EU level.

 Carbon intensity was at 28% of the EU level.

 Premature deaths due to PM 2.5 remains the weakest 
link, standing at just 25% of the EU average.

 3 of the 6 indicators in the environment pillar saw an 
improvement in 2025 relative to the EU average.

 The biggest improvement was in Energy intensity and 
Carbon intensity, which closed the gap to the EU level by 
2.9 and 2.6 pp, respectively.

 Renewable energy share was the third indicator that 
improved, closing 0.6 pp of the gap to the EU average.

 Premature deaths due to PM 2.5 and Protected areas 
both slid by 0.1 pp relative to the EU level.

 Waste that is recovered was the indicator with the weak-
est performance, falling back by 0.7 pp relative to the 
EU average.

 At the pace of improvement from the past 5 years, 
Protected areas and Renewable energy share would 
close the gap to the EU average in 1 and 5 years 
respectively.

 However, all the other indicators are far worse. 

 Energy intensity would need more than 100 years to 
reach the EU level at current trends.

 Premature deaths due to PM 2.5, Carbon intensity and 
Waste that is recovered are diverging from the EU aver-
age and not on track to close the gap at recent trends.

North Macedonia, environment pillar, 
% of EU average

North Macedonia, environment pillar, 
change to last year

Indicator/ years to EU

North Macedonia, environment 
pillar indicators, nominal values

Indicator Value
Premature deaths due to PM 2.5 222
Renewable energy share 58.8
Energy intensity 236
Carbon intensity 607
Waste that is recovered 29.2
Protected areas 26.3

Indicator years to EU
Premature deaths due to PM 
2.5 Divergence

Renewable energy share 5
Energy intensity 100+
Carbon intensity Divergence
Waste that is recovered Divergence
Protected areas 1

28 converge2.eu

25.3 96.4

40.028.237.0

98.1

Premature deaths due to PM 2.5

Renewable 
energy share

Energy intensity

Carbon intensity

Waste that 
is recovered

Protected 
areas

2.9

2.6

0.6

Energy intensity

Carbon intensity

Renewable energy share

Premature deaths due to PM 2.5 -0.1
Protected areas -0.1
Waste that is recovered -0.7



Annual Convergence Report 2026 - North Macedonia 29Annual Convergence Report 2026 - North Macedonia 29

What explains the trends in the 
environment pillar?

	� The improvement in the environment pillar 
in 2025 was driven mainly by the expansion 
of renewable electricity and lower energy 
and carbon intensity, while progress in air 
quality, waste management and effective na-
ture protection remained considerably weak-
er. This uneven pattern reflects the concen-
tration of investment in commercially viable 
energy projects, particularly solar generation, 
compared with the slower implementation of 
reforms that depend on municipal coordina-
tion, environmental inspection and sustained 
public financing. North Macedonia is therefore 
approaching the EU in selected aspects of the 
energy transition but not yet in the broader ca-
pacity to prevent pollution, manage waste and 
enforce environmental standards.

	� The growth of renewable capacity and the 
reduction in energy and carbon intensity re-
flect rapid investment in solar generation, 
lower reliance on fossil-fuel electricity dur-
ing parts of the year and gradual changes in 
the structure of the economy. Falling tech-
nology costs and relatively simple authorisa-
tion and connection procedures encouraged 
investment in photovoltaic capacity, including 
by businesses seeking protection from volatile 
electricity prices. The increasing role of servic-
es and less energy-intensive activities also re-
duced the amount of energy required to pro-
duce economic output. However, installed re-
newable capacity does not automatically trans-
late into an equivalent share of clean electricity 
production, as generation remains affected by 
weather conditions, network constraints and 
limited storage and balancing capacity. The Eu-
ropean Commission’s North Macedonia Report 
2025 and the Energy Community’s 2025 Imple-
mentation Report consequently recognise the 
expansion of renewables but emphasise the 
continuing dependence on coal, delayed ener-
gy-efficiency measures and the need to mod-
ernise the electricity grid.

	� The stagnation in pollution-related mortal-
ity shows that the expansion of renewable 
electricity has not yet addressed the sources 
of particulate pollution to which households 
are most directly exposed. Residential heat-
ing with wood, low-quality fuels and inefficient 
stoves remains a major source of winter pol-

lution, while traffic, construction dust, waste 
burning, industry and coal-fired generation 
add to the burden. The effect is intensified by 
temperature inversions and the geographical 
position of Skopje, Tetovo, Bitola and other 
urban areas, where pollutants remain trapped 
close to the ground. Municipal air-quality plans 
and heating subsidies have produced local im-
provements, but implementation is fragment-
ed and monitoring and inspection capacity re-
main limited. The European Environment Agen-
cy confirms that pollution-related mortality 
has declined over the longer term, partly due 
to reduced fossil-fuel use in electricity and the 
gasification of heating plants, but exposure to 
fine particles remains well above EU and World 
Health Organization standards.

	� Weak waste recovery reflects implemen-
tation failures in municipal systems rath-
er than an absence of strategies. Municipal 
waste continues to be collected largely with-
out separation and deposited at non-compli-
ant or informal sites, while the establishment 
of regional systems has been delayed by lim-
ited cooperation among municipalities, weak 
public-utility management and resistance to 
the location and financing of shared facilities. 
The European Commission reports that region-
al waste-management structures remain large-
ly non-functional.

	� Protected-area coverage is comparative-
ly close to the EU level, but the indicator is 
not improving and effective management re-
mains uneven. The designation of Shar Moun-
tain National Park and the earlier extension of 
protected sites increased formal coverage, but 
designation has not been matched consistently 
by management capacity, stable financing and 
control of construction, forestry and hydro-
power development. The designation of po-
tential Natura 2000 sites and the protection of 
Lake Ohrid, Mavrovo, Matka and Studenchish-
ko Blato continue to face institutional delays.
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EU accession scenarios

To better understand how different EU integration 
pathways might influence Macedonian convergence 
trajectory in the environment area, we consider the 
same four scenarios as before:

	� Full EU Membership: immediate accession with 
all rights and obligations;

	� Access to EU Budget: receiving EU budget 
transfers (e.g. structural and cohesion funds) as 
if a member, but without formal membership;

	� Access to EU Single Market: full inclusion in the 
EU single market (four freedoms) without other 
membership benefits or transfers;

	� Institutional Reforms: implementing deep 
EU-related reforms domestically (e.g. regarding 
rule of law, governance) without membership or 
new external resources.

A more detailed description of each scenario is provid-
ed in the methodological section. 

In this pillar, the scenarios are simulated for energy in-
tensity as the proxy indicator for the overall environ-
ment situation. The four scenarios are then compared 
to the baseline/status quo scenario of no change with 
respect to the trends from the past five years. 

The scenarios are presented here through the years 
needed to reach the EU average. The results point to 
no meaningful effects across the four scenarios.

EU accession scenarios for  
energy intensity
Scenario Years needed to 

reach the EU average

Status quo: 100+ years to EU

Full EU accession: 54 years to EU

Access to EU budget: 100+ years to EU

EU single market: 100+ years to EU

Institutional reforms: 100+ years to EU

	� The status quo scenario leaves convergence in 
energy intensity beyond a 100-year horizon, in-
dicating that the current rate of improvement 
is insufficient to close the efficiency gap with 
the EU. Renewable capacity can continue to ex-
pand under existing policies, but energy intensi-
ty will decline only slowly while buildings remain 
inefficient, industrial equipment is outdated, 
transport depends heavily on road vehicles and 
coal continues to play an important role in elec-

tricity generation. Since the EU is simultaneously 
improving its own efficiency, isolated invest-
ments will not lead to sustained convergence 
without a broader transformation of energy use.

	� Full EU accession produces the strongest re-
sult, reducing the estimated convergence pe-
riod to approximately 54 years. The improve-
ment reflects the combined effect of EU financ-
ing, energy-market integration, stronger climate 
and environmental obligations and lower invest-
ment risk for renewable generation, storage, 
networks and efficiency projects. Carbon pricing 
and compliance with EU industrial and product 
standards would also increase the cost of ineffi-
cient energy use and accelerate the replacement 
of carbon-intensive technologies. The result nev-
ertheless remains gradual because the building 
stock, industrial capital and energy infrastruc-
ture can only be replaced over an extended pe-
riod.

	� Access to the EU budget does not generate 
a separately quantified acceleration in the 
supplied calculations, showing that financing 
alone cannot ensure lower energy intensity. 
EU resources could support building renovation, 
grid modernisation, cleaner district heating and 
industrial efficiency, but their effect would de-
pend on project preparation, procurement and 
the ability of public institutions and municipali-
ties to maintain completed investments. The de-
lays in making the Energy Efficiency Fund opera-
tional and implementing regional environmental 
infrastructure illustrate why the availability of 
finance does not automatically produce faster 
convergence.

	� Single market participation and institution-
al reforms also do not produce a separately 
shorter horizon in the available results. Market 
integration could expose exporters to stronger 
carbon and efficiency requirements, while better 
institutions could improve permitting, inspection 
and investment planning. However, neither chan-
nel independently finances the replacement 
of inefficient buildings, industrial equipment 
and energy infrastructure. The scenario results 
therefore indicate that meaningful environmen-
tal convergence requires the simultaneous com-
bination of finance, market incentives, enforcea-
ble standards and large-scale investment associ-
ated with full accession.
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Policy discussion & key recommendations

	� Energy policy should convert the rapid ex-
pansion of renewable capacity into a relia-
ble reduction in fossil-fuel generation and 
carbon emissions. Renewable auctions should 
be based on transparent grid-capacity assess-
ments, while investment in transmission, distri-
bution, storage and balancing should proceed 
in parallel with new generation. The climate 
law and the updated National Energy and Cli-
mate Plan should establish a credible timeta-
ble for carbon pricing and the gradual retire-
ment or transformation of coal-based capacity. 
The Just Transition Plan should provide con-
crete investment, retraining and income-sup-
port measures for workers and communities in 
the Pelagonia and south-western coal regions.

	� Energy efficiency should become the princi-
pal instrument for lowering household costs 
and improving industrial competitiveness. 
The Energy Efficiency Fund should be made 
operational with multiannual financing and 
prioritise deep renovation of public buildings, 
residential blocks and homes occupied by en-
ergy-poor households. Support should com-
bine insulation, efficient heating and access 
to clean energy rather than subsidising the re-
placement of individual appliances in isolation. 
Industrial programmes should use energy au-
dits, concessional finance and tax incentives to 
accelerate investment in efficient machinery, 
waste-heat recovery and electrification, with 
verified energy savings used to assess pro-
gramme performance.

	� Air-quality policy should target the sources 
responsible for population exposure rath-
er than relying mainly on short-term meas-
ures during pollution episodes. A national 
clean-heating programme should replace in-
efficient household stoves, expand efficient 
district heating where economically justified 
and prevent energy poverty from pushing 
households towards low-quality fuels. Reduc-
ing traffic emissions requires a credible alter-
native to the private car. Urban and suburban 
public transport systems need renewed fleets, 
higher service frequency, integrated ticketing 
and priority in the road network, supported by 
suburban rail connections between Skopje and 

the surrounding municipalities and by compa-
rable investment in the other larger towns. 
Municipal air-quality plans should contain 
funded measures, implementation deadlines 
and clearly assigned responsibilities. Emissions 
from industry, construction, traffic and open 
waste burning require risk-based inspections 
and effective sanctions, while monitoring data 
should be complete, timely and publicly acces-
sible.

	� Waste reform should establish functioning 
regional systems while creating incentives 
for prevention, separation and recovery. 
Municipalities need binding agreements on 
the ownership, financing and operation of re-
gional facilities, accompanied by the closure 
and remediation of non-compliant dumpsites. 
Household collection fees should gradually re-
flect service costs while protecting low-income 
users, and producer-responsibility schemes 
should finance separate collection of pack-
aging, electronic waste, batteries and other 
priority streams. Procurement of infrastruc-
ture should be accompanied by investment in 
collection vehicles, transfer stations, sorting 
capacity and public outreach, so that regional 
landfills do not become isolated facilities with-
out a functioning collection system.

	� Nature protection should move from territo-
rial designation towards effective manage-
ment and enforcement. The legal framework 
should be aligned with the EU Birds and Hab-
itats Directives, potential Natura 2000 sites 
should be identified, and management plans 
should guide land use, tourism, forestry and in-
frastructure decisions. National parks and oth-
er protected areas require predictable public 
financing, professional staff and transparent 
revenues rather than dependence on commer-
cial exploitation of natural resources. Environ-
mental-impact assessments should examine 
cumulative effects and credible alternatives, 
while inspection bodies and courts should en-
sure that illegal construction, logging, waste 
disposal and damage to protected habitats 
result in restoration and proportionate sanc-
tions.



DIGITALISATION PILLAR

 Households with internet access in North Macedo-
nia in 2025 stood at 91.2%.

 Use of e-government services stood at 20.8%.

 Enterprises with websites stood at 54.1%.

 ICT services exports stood at 4.0% of GDP.

 Value added in ICT stood at 6.0% of total value 
added.

 People with at least basic digital skills stood at 
72.8%.

 Relative to the EU average, the best-performing 
digitalisation indicator was Value added in ICT, 
standing at 106% of the EU level.

 Households with internet access was close behind, 
at around 96% of the EU average.

 People with at least basic digital skills were at 84% 
of the EU level, ICT services exports at 77%, and 
Enterprises with websites at 70%.

 Use of e-government services remains the weak-
est link, standing at just 36% of the EU average.

 None of the 6 indicators in the digitalisation pillar 
saw an improvement in 2025 relative to the EU 
average.

 People with at least basic digital skills and Enter-
prises with websites stagnated, while all other 
indicators dropped.

 Households with internet access and ICT services 
exports gave back 0.2 pp relative to the EU aver-
age.

 Value added in ICT lost 4.3 pp relative to the EU 
(though still exceeding it).

 Use of e-government services was the indicator 
with the weakest performance, falling back by 6.0 
pp relative to the EU average.

 At the pace of improvement from the past 5 years, 
Households with internet access and ICT services 
exports would need 2 and 5 years, respectively, to close 
the gap to the EU average.

 Use of e-government services, Enterprises with web-
sites and People with at least basic digital skills are 
diverging from the EU average and not on track to close 
the gap at recent trends.

 Value added in ICT has already converged with the EU 
average.

North Macedonia, digitalisation pillar,  
% of EU average

North Macedonia, digitalisation pillar, 
change to last year

Indicator/ years to EU

North Macedonia, digitalisation 
pillar indicators, nominal values

Indicator Value
Households with internet access 91.2
Use of e-government services 20.8
Enterprises with websites 54.1
ICT services exports 4.0
Value added in ICT 6.0
People with at least basic digital 
skills 72.8

Indicator years to EU
Households with internet 
access 2

Use of e-government services Divergence
Enterprises with websites Divergence
ICT services exports 5
Value added in ICT Converged
People with at least basic 
digital skills Divergence
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96.3

36.1

70.2

76.9

106.2

84.2

ICT services exports

Value added in 
ICT

People with 
at least basic 
digital skills

Households with internet access

Enterprises 
with websites

Use of 
e-government 
services

Enterprises with websites 0.0
People with at least basic digital skills 0.0
Households with internet access -0.2
ICT services exports -0.2
Value added in ICT -4.3
Use of e-government services -6.0



Annual Convergence Report 2026 - North Macedonia 33Annual Convergence Report 2026 - North Macedonia 33

What explains the trends in 
the digitalisation pillar?

Digitalisation remains the second-strongest pillar in 
North Macedonia, at 77% of the EU level. However, 
2025 was not a good year for the pillar overall, as its 
value fell by 1.1 pp relative to the EU level, which rep-
resents the second-biggest slide in the year. General dy-
namics remain positive, however, and at trends from the 
past five years, North Macedonia would take around 25 
years to converge to the EU level in this area. Moreover, 
there is a notable discrepancy between individual indi-
cators from this pillar, with some improving rapidly and 
others lagging behind.

	� The mixed performance of the digitalisation 
pillar reflects a widening gap between access 
to digital technologies and their productive 
and institutional use. Household connectivity is 
approaching the EU level, and the ICT sector has 
become an important source of value added and 
exports. However, the use of electronic public ser-
vices has declined, business digitalisation remains 
shallow and the relative position of basic digital 
skills has weakened. North Macedonia has there-
fore made faster progress in providing digital in-
frastructure and developing a specialised ICT in-
dustry than in integrating digital technologies into 
public administration, traditional businesses and 
everyday economic activity.

	� The near-convergence in household internet ac-
cess reflects the expansion of fixed broadband 
and mobile networks, greater smartphone use 
and the growing necessity of connectivity for 
communication, work, education and payments. 
Operators continued to extend high-speed and 
5G coverage, while competition and bundled ser-
vices made internet access available to most ur-
ban households. Remaining gaps are increasingly 
concentrated among rural, low-income and older 
households, for whom coverage does not neces-
sarily imply affordability or effective use. 

	� The declining use of e-government services 
shows that expanding the number of services 
on the national portal has not been matched 
by simpler and fully digital administrative pro-
cedures. Citizens frequently need to submit in-
formation already held by another institution, 
visit an office to complete or verify an electronic 
request or use identification and signature tools 
that are neither sufficiently user-friendly nor free 
of charge. Fragmented registers and uneven par-
ticipation by public institutions reduce the prac-
tical value of the interoperability platform, while 

limited promotion and confidence in online proce-
dures further constrain demand. The OECD/SIGMA 
assessment of public administration finds that the 
central population register, interoperability plat-
form and national e-services portal are functional 
but remain underused, partly because the country 
lacks a free and universal electronic-identification 
system.

	� The growth of the ICT sector has strengthened 
digital exports and raised its contribution to 
domestic value added, but recent stagnation in-
dicates emerging capacity constraints. Compet-
itive labour costs, proximity to European clients 
and a strong base of software and engineering 
skills enabled firms to expand outsourcing, soft-
ware development and other remotely delivered 
services. The sector’s further development is 
increasingly constrained by shortages of experi-
enced workers, emigration, rapid wage growth 
and dependence on contract-based services with 
limited intellectual property and product own-
ership. Linkages with traditional domestic firms 
also remain weak, meaning that the success of ICT 
companies has not generated equally strong pro-
ductivity gains across the rest of the economy. At 
the same time, the limited spread of websites and 
more advanced digital tools among enterprises 
reflects the prevalence of micro and small firms, 
informality, limited managerial capacity and insuf-
ficient incentives to reorganise business process-
es around technology rather than using it only for 
communication.

	� The weakening relative position of basic dig-
ital skills shows that connectivity alone does 
not ensure effective participation in the digital 
economy. Younger and more educated people 
use digital technologies intensively, but impor-
tant gaps remain among older people, low-income 
households, rural communities and workers in less 
knowledge-intensive occupations. Schools and vo-
cational institutions do not consistently develop 
applied digital competences, while adult-training 
opportunities remain fragmented and reach only 
a limited share of employees and inactive people. 
The European Commission’s 2025 assessment con-
sequently calls for digital skills to be developed 
more systematically throughout primary and sec-
ondary education and for teachers and education-
al institutions to receive stronger support.
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EU accession scenarios

To better understand how different EU integration 
pathways might influence Macedonian convergence 
trajectory in the digitalisation area, we consider the 
same four scenarios as before:

	� Full EU Membership: immediate accession with 
all rights and obligations;

	� Access to EU Budget: receiving EU budget 
transfers (e.g. structural and cohesion funds) as 
if a member, but without formal membership;

	� Access to EU Single Market: full inclusion in the 
EU single market (four freedoms) without other 
membership benefits or transfers;

	� Institutional Reforms: implementing deep 
EU-related reforms domestically (e.g. regarding 
rule of law, governance) without membership or 
new external resources.

A more detailed description of each scenario is pro-
vided in the methodological section. 

In this pillar, the scenarios are simulated for ICT ser-
vices exports as the proxy indicator for the overall 
digitalisation situation. The four scenarios are then 
compared to the baseline/status quo scenario of no 
change with respect to the trends from the past five 
years. 

The scenarios are presented here through the years 
needed to reach the EU average. The results point 
to no meaningful effects across the four scenarios. 

EU accession scenarios  
for ICT services exports
Scenario Years needed to 

reach the EU average

Status quo: 5 years to EU

Full EU accession: 4 years to EU

Access to EU budget: 5 years to EU

EU single market: 4 years to EU

Institutional reforms: 5 years to EU

	� The status quo scenario indicates that ICT 
services exports could reach the EU level in 
approximately five years. This short horizon 
reflects the sector’s strong expansion over the 
past decade, supported by demand for remote-
ly delivered services, competitive labour costs 
and the ability of domestic companies and pro-
fessionals to work directly for foreign clients. 

However, convergence in the export indicator 
would not necessarily imply that the wider econ-
omy has become digitally advanced, particularly 
if growth remains concentrated in a relatively 
small number of ICT firms and skilled workers.

	� Full EU accession produces the strongest out-
come, shortening the convergence period to 
approximately four years. Membership would 
combine unrestricted access to the single mar-
ket with greater regulatory certainty, mobility 
of capital and professionals, recognition of elec-
tronic identification and stronger participation 
in European research and digital programmes. 
These channels could attract investment, ex-
pand cross-border contracts and help domestic 
companies move from subcontracting towards 
higher-value software, platforms and special-
ised digital products. The limited one-year im-
provement nevertheless shows that the sector 
is already converging rapidly under current con-
ditions.

	� Participation in the EU single market also 
reduces the convergence period to approxi-
mately four years, producing the same quan-
titative outcome as full accession for this 
indicator. For ICT services, regulatory and com-
mercial access is particularly important because 
digital products can be delivered across borders 
without the transport and customs costs faced 
by goods exporters. Alignment with EU rules on 
data, electronic identification, cybersecurity, 
digital services and consumer protection would 
reduce compliance uncertainty and make Mac-
edonian providers more credible partners for 
European clients.

	� Access to the EU budget and institutional re-
forms retain the five-year convergence peri-
od. EU financing could support broadband, re-
search, innovation and digital skills, while insti-
tutional reforms could improve electronic pub-
lic services and the business environment, but 
neither channel independently expands foreign 
demand for Macedonian ICT services. The sce-
nario comparison therefore shows that single 
market access is the principal accelerator of ex-
port convergence, while funding and stronger 
institutions are more important for spreading 
the benefits of digitalisation to public services, 
traditional firms and citizens.
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Policy discussion & key recommendations

	� Digital public services are the weakest part of 
an otherwise strong pillar – and the part moving 
fastest in the wrong direction: use of e-govern-
ment services stands at 20.8%, or 36% of the EU 
average, fell a further 6.0 pp relative to the EU 
benchmark over the past year and is diverging. 
They should be redesigned around complete ad-
ministrative procedures rather than the electron-
ic submission of individual documents. Institutions 
should exchange information through interoperable 
registers, so that citizens and firms are not required 
to provide data already held by the state. A free and 
universal electronic identity, preferably accessible 
through a mobile application, should enable users 
to identify themselves, sign documents and com-
plete payments without additional commercial cer-
tificates. Service performance should be measured 
through completion rates, processing time, user sat-
isfaction and the reduction of in-person visits.

	� Broadband policy should concentrate on the 
households and locations that remain excluded 
from high-quality connectivity. Public support and 
infrastructure-sharing obligations should be used 
in rural and commercially unattractive areas, while 
coverage information should reflect actual service 
quality and affordability rather than only the theo-
retical availability of a network. Municipal facilities, 
schools, healthcare providers and social-service 
centres should provide assisted digital access to cit-
izens who lack devices or skills. The independence 
and capacity of the electronic-communications reg-
ulator should also be protected to maintain effec-
tive competition and encourage investment.

	� Business digitalisation policy should move be-
yond supporting websites and basic equipment to-
wards the adoption of technologies that improve 
productivity and market access. SME programmes 
should finance cloud systems, cybersecurity, e-com-
merce, digital production, data analytics and inte-
gration with customers and suppliers, accompanied 
by management advice and worker training. Sup-
port should be conditional on measurable changes 
in sales, exports, productivity or operating costs. 
ICT firms should receive stronger incentives for re-
search, product development and intellectual-prop-
erty creation, so that export growth becomes less 
dependent on labour-cost advantages and subcon-
tracting.

	� Exporting should be treated as a distinct objec-
tive for the ICT sector rather than a by-product 
of its growth. Value added in ICT stands at 106% of 
the EU average and has converged, while ICT servic-
es exports stand at 77%, which indicates an industry 
oriented towards the domestic market and, where 
it does export, towards subcontracted work rather 
than products of its own. Export promotion should 
therefore be a separate strand of policy, covering 
market entry, certification, participation in Euro-
pean research and innovation programmes and the 
protection of intellectual property. The objective 
should be to enable firms to sell finished products 
and services under their own name and to capture 
the margin that goes with them rather than sup-
plying labour to foreign contractors, as the single 
market scenario shows market access accelerating 
export convergence only modestly and the rest de-
pending on what the sector has to sell.

	� Digital skills policy should connect education, em-
ployment and lifelong learning more directly with 
changing occupational requirements. Schools need 
reliable equipment, trained teachers and curricula 
that develop information literacy, problem-solving, 
coding and responsible use of artificial intelligence 
rather than only basic software use. Vocational and 
higher-education programmes should be developed 
with employers and updated more frequently, while 
short, accredited courses should help workers in 
administration, manufacturing, retail and services 
adapt to digital processes. Retaining experienced 
ICT professionals will also require stronger research 
opportunities, links with innovative firms and career 
prospects beyond outsourcing.

	� Cybersecurity and digital trust should develop at 
the same pace as online services and network ex-
pansion. The new cybersecurity framework should 
be implemented through adequately staffed nation-
al response structures, mandatory risk management 
for essential and public services, regular testing and 
clear incident-reporting obligations. Public institu-
tions require common security standards, protected 
cloud and data infrastructure and specialised per-
sonnel who can be retained despite private-sector 
salary competition. Further alignment with the EU 
Digital Identity Framework, the Digital Services Act 
and the Digital Markets Act would protect users 
and businesses while fostering the regulatory trust 
needed for deeper integration into the European 
digital economy.
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INFRASTRUCTURE PILLAR

 Length of motorways in North Macedonia in 2025 stood 
at 132 km per 10,000 km2.

 Length of roads stood at 5,903 km per 10,000 km2.

 Railway tracks stood at 357 km per 10,000 km2.

 Electricity installed capacity stood at 1,266 MW per 
10,000 km2.

 Safely managed sanitation facilities stood at 12.1% of 
population.

 Safely managed water supply stood at 80.8% of popu-
lation.

 Relative to the EU average, the best-performing infra-
structure indicator was Safely managed water supply, 
standing at 83% of the EU level.

 Length of motorways was the second-best indicator, 
though far behind, at 59% of the EU value.

 All other indicators were further back. Railway tracks, 
Length of roads and Electricity installed capacity were 
at between 30% and 39% of the EU level.

 Safely managed sanitation facilities was by far the 
weakest indicator, at just 13% of the EU average.

 Just 1 of the 6 indicators in the infrastructure pillar saw 
an improvement in 2025 relative to the EU average.

 That was Electricity installed capacity, which closed the 
gap to the EU level by 0.9 pp.

 Safely managed water supply and Railway tracks stagnat-
ed in 2025 relative to the EU.

 Safely managed sanitation facilities and Length of roads 
lost 0.1 pp relative to the EU average.

 Length of motorways was the indicator with the weakest 
performance, falling back by 0.3 pp relative to the EU 
average.

 At the pace of improvement from the past 5 years, Elec-
tricity installed capacity would need around 5 decades 
to close the gap to the EU average.

 Length of roads and Railway tracks remain more than 
100 years away from reaching the EU level at current 
trends.

 Length of motorways, Safely managed sanitation fa-
cilities and Safely managed water supply are diverging 
from the EU average and not on track to close the gap 
at recent trends.

North Macedonia, infrastructure pillar, 
% of EU average

North Macedonia, infrastructure pillar, 
change to last year

Indicator/ years to EU

North Macedonia, infrastructure pillar 
indicators, nominal values

Indicator Value
Length of motorways 132
Length of roads 5,903
Railway tracks 357
Electricity installed capacity 1,266
Safely managed sanitation facilities 12.1
Safely managed water supply 80.8

Indicator years to EU
Length of motorways Divergence
Length of roads 100+
Railway tracks 100+
Electricity installed capacity 46
Safely managed sanitation 
facilities Divergence

Safely managed water supply Divergence
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58.7

36.5

38.5

30.3

13.4

83.0

Length of motorways

Length of 
roads

Railway tracks

Electricity installed capacity

Safely managed 
sanitation facilities

Safely managed 
water supply

Electricity installed capacity 0.9
Safely managed water supply 0.0
Railway tracks 0.0
Safely managed sanitation facilities -0.1
Length of roads -0.1
Length of motorways -0.3
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What explains the trends in 
the infrastructure pillar?

	� The uneven performance of the infrastructure 
pillar reflects rapid investment in electrici-
ty generation capacity alongside prolonged 
stagnation in transport and municipal infra-
structure. Although renewable-energy projects 
increased the country’s generation capacity, it 
is still just at 30% of the EU level. Additionally, 
the road and railway networks expanded only 
marginally, and access to safely managed wa-
ter and sanitation failed to improve. The central 
constraint is therefore not simply the volume of 
capital expenditure but the ability to prepare, 
complete and maintain interconnected infra-
structure systems. Projects have frequently 
been delayed by weak planning, procurement 
difficulties, limited administrative capacity and 
changing political priorities, reducing their con-
tribution to territorial and economic conver-
gence.

	� The stagnation of the road and motorway 
indicators reflects the long implementation 
period of major projects and the continued 
prioritisation of new construction over sys-
tematic maintenance of the existing network. 
The opening of the Gradsko-Drenovo section 
and the Stracin-Kriva Palanka express road im-
proved connectivity along Corridors X-d and 
VIII, while construction activity intensified on 
the motorway sections included in the Corri-
dors VIII and X-d programme. However, much 
of this investment has not yet resulted in com-
pleted road kilometres, while local and regional 
roads continue to suffer from inadequate main-
tenance, weak safety infrastructure and limited 
resilience to flooding and extreme weather. The 
European Commission’s North Macedonia Re-
port 2025 confirms that most of the road net-
work does not yet comply with Trans-European 
Transport Network (TEN-T) requirements and 
that the five-year road-maintenance plan has 
still not been published.

	� The absence of railway expansion reflects 
decades of underinvestment and repeated 
delays in completing the country’s cross-bor-
der connections. Construction on the eastern 
section of Corridor VIII has advanced unevenly, 
while the final connection to Bulgaria has been 
affected by contractual, technical and bilateral 
coordination problems. The western connection 

towards North Macedonia remains incomplete, 
and the existing Corridor X network requires 
rehabilitation, modern signalling and more ef-
ficient border procedures. Infrastructure con-
straints are reinforced by weak rail operations, 
ageing rolling stock and the renewed closure of 
the domestic market to third-party operators. 
Although EU and EBRD financing is supporting 
the eastern Corridor VIII sections, the Tabano-
vce joint border station and new electric freight 
locomotives, the economic effect will remain 
limited until projects form continuous and oper-
ational routes rather than isolated sections.

	� The expansion of electricity capacity has been 
driven by investment in solar generation, but 
network and balancing infrastructure have 
not developed at the same pace. Falling tech-
nology costs, private investment and the re-
sponse of firms to high electricity prices pro-
duced a rapid increase in photovoltaic installa-
tions. However, new capacity is concentrated in 
variable generation, while the transmission and 
distribution networks require reinforcement, 
digitalisation, storage and stronger regional in-
terconnection to integrate it reliably. 

	� At the same time, the stagnation of safely 
managed water and sanitation reflects ageing 
networks, high water losses, limited wastewa-
ter treatment and financially weak municipal 
utilities. Safely managed sanitation stands at 
only 13% of the EU level, and untreated urban 
wastewater remains a major source of river 
pollution,, while tariffs frequently do not cover 
operation, maintenance and replacement costs. 
The Commission’s 2025 assessment therefore 
links sustainable water infrastructure to reform 
of communal enterprises, stronger technical ca-
pacity and the gradual application of cost-recov-
ery and polluter-pays principles.
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EU accession scenarios

To better understand how different EU integration 
pathways might influence convergence trajectory 
of North Macedonia in the infrastructure area, we 
consider the same four scenarios as before:

	� Full EU Membership: immediate accession 
with all rights and obligations;

	� Access to EU Budget: receiving EU budget 
transfers (e.g. structural and cohesion funds) 
as if a member, but without formal member-
ship;

	� Access to EU Single Market: full inclusion in 
the EU single market (four freedoms) without 
other membership benefits or transfers;

	� Institutional Reforms: implementing deep 
EU-related reforms domestically (e.g. regard-
ing rule of law, governance) without member-
ship or new external resources.

A more detailed description of each scenario is pro-
vided in the methodological section. 

In this pillar, the scenarios are simulated for length 
of roads as the proxy indicator for the overall in-
frastructure situation. The four scenarios are then 
compared to the baseline/status quo scenario of no 
change with respect to the trends from the past five 
years. 

The scenarios are presented here through the years 
needed to reach the EU average. The results point 
to no meaningful effects across the four scenarios.

EU accession scenarios for Length of roads
Scenario Years needed to 

reach the EU average

Status quo: 100+ years to EU

Full EU accession: 100+ years to EU

Access to EU budget: 100+ years to EU

EU single market: 100+ years to EU

Institutional reforms: 100+ years to EU

	� The status quo scenario leaves convergence 
in road-network density beyond a 100-year 
horizon. The underlying calculation indicates 
that the present rate of expansion is too slow 
to close the gap with the EU, particularly be-
cause newly constructed sections are complet-
ed intermittently and the EU network contin-

ues to develop. Continued investment under 
existing institutional conditions would improve 
individual routes but not create sufficiently 
rapid nationwide convergence in connectivity.

	� Full EU accession produces the strongest ac-
celeration, but the estimated convergence 
period still remains above 100 years. Mem-
bership would improve access to cohesion and 
transport funding, integrate national priorities 
into the TEN-T framework and impose stronger 
requirements for project preparation, procure-
ment, road safety and maintenance. However, 
the long remaining horizon also reflects the 
limits of road density as a policy objective: for a 
small and mountainous country, the economic 
value of infrastructure depends more on route 
quality, travel time and connection to Europe-
an corridors than on reproducing the average 
physical density of the EU network.

	� Access to the EU budget does not produce 
a separately quantified acceleration in the 
supplied calculations. Additional grants and 
concessional financing could reduce the fiscal 
burden of major road, rail, energy and envi-
ronmental projects, but financing alone would 
not resolve weaknesses in project selection, 
design, land acquisition, procurement and 
contract management. The Macedonian expe-
rience with delayed transport and municipal 
projects shows that absorption capacity and 
implementation quality determine whether 
available funds produce functioning infrastruc-
ture.

	� Single market participation and institution-
al reforms also do not generate a separately 
shorter convergence horizon in the availa-
ble results. Market integration could increase 
freight flows and the economic return from 
Corridor VIII and Corridor X, while institution-
al reforms could improve investment planning 
and procurement. However, neither channel 
independently supplies the volume of long-
term capital required to close the infrastruc-
ture gap. The scenarios therefore indicate that 
the strongest acceleration requires the com-
bination of financing, TEN-T integration and 
implementation discipline associated with full 
accession.
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Policy discussion & key recommendations

	� Public investment management should prioritise 
completed and economically functional infrastruc-
ture rather than the announcement of a large num-
ber of projects. Major investments should undergo 
independent appraisal of demand, economic return, 
climate resilience and maintenance costs before fi-
nancing is approved. Procurement documentation, 
implementation schedules, contract amendments 
and cost revisions should be published, while spe-
cialised project-management teams should remain 
in place across political cycles. Multiannual main-
tenance allocations should be protected because 
postponing routine maintenance ultimately results in 
substantially higher reconstruction costs.

	� Road policy should focus on the operational quali-
ty and safety of the core network while improving 
access for economically isolated municipalities. 
Completion of the priority sections of Corridors VIII 
and X-d should be coordinated with border facili-
ties, logistics centres and connections to industrial 
zones, so that shorter travel times translate into low-
er costs for firms. The national road-safety strategy 
and the responsible executive body should become 
operational, while EU standards for tunnel safety, 
road-infrastructure safety management and intelli-
gent transport systems should be implemented. Lo-
cal-road financing should be based on transparent as-
sessments of accessibility, traffic and asset condition 
rather than the geographical distribution of small 
construction projects.

	� Rail investment should be treated as an integrat-
ed regional-connectivity programme rather than a 
series of construction contracts. North Macedonia 
should complete the eastern Corridor VIII connection 
with Bulgaria, prepare the western connection to-
wards North Macedonia and continue rehabilitation 
of Corridor X. These investments need to be accom-
panied by modern signalling, electrification, compet-
itive access to the network and operational reform 
of the railway companies. The proposed high-speed 
rail connection between Greece and Serbia would run 
along the Corridor X alignment through North Mace-
donia, and the national interest is to ensure that the 
route, the technical standards, the station locations 
and the arrangements for domestic services are set-
tled early, so that the line serves Macedonian pas-
senger and freight demand rather than transit alone. 
One-stop border controls at Tabanovce and effective 

protocols with Bulgaria, Greece and Kosovo would re-
duce freight delays and increase the commercial val-
ue of the infrastructure without requiring additional 
track kilometres.

	� Installed electricity capacity is among the weakest 
infrastructure indicators and, despite being the 
only one to gain ground over the past year, would 
still need close to five decades to reach the EU av-
erage at the pace of the last five years. It should 
be expanded in line with the changing structure 
of generation rather than through incremental 
additions. Grid-development plans should identify 
where transmission, distribution, storage and bal-
ancing investments are required before additional 
renewable capacity is connected. The interconnector 
with North Macedonia and planned reinforcement 
of the south-eastern, south-western and Pelagonia 
networks should be completed in coordination with 
regional electricity-market integration. Transparent 
connection rules and competitive procurement of 
balancing and storage services would reduce curtail-
ment and enable renewable investment to replace, 
rather than merely supplement, carbon-intensive 
generation.

	� Safely managed sanitation reaches 12.1% of the 
population, or 13% of the EU average, which makes 
it the weakest single indicator in this report, and 
it is diverging rather than converging. It should be 
treated as the country’s first infrastructure prior-
ity, and the gap is overwhelmingly one of waste-
water collection and treatment rather than of 
household facilities. Water and sanitation policy 
should therefore combine infrastructure invest-
ment with reform of municipal utilities. Utilities re-
quire reliable data on network condition, metering, 
water losses, collection rates and operating costs, so 
that investment can target the areas with the great-
est health and environmental benefit. Tariffs should 
gradually support operation and maintenance while 
protecting low-income households through targeted 
assistance. The Skopje wastewater-treatment project 
should be complemented by treatment and sewerage 
investment in other urban centres, while smaller and 
rural settlements require cost-appropriate decentral-
ised solutions. Without improved utility governance, 
technical capacity and preventive maintenance, new 
facilities will not produce sustained convergence in 
safely managed water and sanitation services.
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Macedonian convergence is progressing 
through isolated advances rather than through 
a broad transformation of economic and insti-
tutional capacity. Household incomes, employ-
ment, renewable-energy capacity, internet 
access and ICT activity have improved, but pro-
ductivity, learning outcomes, healthcare capac-
ity, environmental services and institutional 
effectiveness continue to lag. This imbalance 
makes convergence fragile: gains supported by 
transfers, labour shortages or individual invest-
ment cycles cannot be sustained unless they are 
converted into higher added value and stronger 
public-service delivery.

The country’s central constraint is no longer the 
absence of strategies or formal alignment with 
EU standards but the capacity to implement 
reforms consistently. Across public administra-
tion, healthcare, education, environmental pro-
tection and infrastructure, adopted legislation 
is frequently followed by delayed secondary 
rules, insufficient staffing, fragmented respon-
sibilities and weak monitoring. Political chang-
es continue to disrupt institutional continuity, 
while limited project preparation and procure-
ment capacity reduce the impact of both nation-
al expenditure and external assistance. Closing 
the implementation gap is therefore the most 
important horizontal reform.

Demographic decline is simultaneously improv-
ing selected headline indicators and weaken-
ing the foundations of long-term convergence. 
Emigration and population ageing reduce un-
employment and strengthen wage growth, but 
they also deepen shortages of skilled workers, 
medical personnel, teachers, engineers and 
public-sector specialists. Without stronger edu-
cation outcomes, higher labour-force participa-
tion and credible opportunities for professional 
development, wage convergence may increas-
ingly reflect labour scarcity rather than produc-
tivity. This would weaken competitiveness while 
leaving vulnerable groups – particularly women, 

Roma, rural households and young people out-
side employment or education – further behind.

The quality of public and private investment 
will determine whether the current develop-
ment cycle produces lasting structural change. 
Transport corridors, renewable energy, digital 
infrastructure and municipal services can low-
er business costs and improve living standards, 
but only if projects are selected according to 
economic and social returns, completed trans-
parently and maintained thereafter. Investment 
policy should therefore move away from meas-
uring success by expenditure and physical inputs 
towards measuring it by effects on productivity, 
accessibility, service quality, emissions and ter-
ritorial cohesion.

The scenario results show that EU integration 
can accelerate convergence, but cannot substi-
tute for domestic reform. Full accession gener-
ally produces the strongest outcomes because 
it combines finance, market access, regulatory 
discipline and institutional commitments. Par-
tial integration generates narrower benefits: 
single market participation supports competi-
tive sectors, such as ICT, while EU funding can 
expand investment and social programmes, but 
neither automatically improves redistribution, 
healthcare outcomes, environmental enforce-
ment or the rule of law. Some of the most per-
sistent gaps remain largely unaffected even un-
der the most ambitious integration pathways. 
Health outcomes continue to diverge from the 
EU benchmark under all five scenarios, includ-
ing full membership, while convergence in road 
density remains more than a century away in 
every scenario. These results underline that 
EU integration can indeed provide additional 
resources, incentives and institutional anchors, 
but cannot by itself overcome structural con-
straints where progress depends primarily on 
sustained domestic policy implementation, in-
stitutional capacity and effective use of avail-
able resources. The policy priority should con-

Conclusions
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sequently be to use the accession process as a 
mechanism for changing domestic incentives 
and implementation practices. EU-related fi-
nancing should be tied to completed reforms 
and independently verifiable outcomes, includ-
ing stronger learning, accessible healthcare, 
competitive appointments, final anti-corruption 
decisions, functioning environmental systems 
and completed infrastructure. Sustained con-
vergence will depend less on the formal adop-
tion of the acquis than on whether institutions, 
firms and citizens can use integration to raise 
productivity, expand opportunity and improve 
the quality of everyday life.

The recommendations that follow are grouped 
by the actor able to act on them.

a) Government of North Macedonia

	� Raise public health financing along a predicta-
ble multiannual path, including capital invest-
ment in public hospitals, equipment and pri-
mary care. Public spending, at 67% of the EU 
average, is what drives out-of-pocket payment 
to twice the EU share, and it constrains every 
other outcome in the pillar.

	� Make the reduction of inequality an explicit ob-
jective of social policy, combining a more pro-
gressive personal income tax with a multiannu-
al increase in social protection spending from 
its present 2.1% of GDP, or 33% of the EU av-
erage.

	� Treat wastewater collection and treatment as 
the first infrastructure priority. Safely man-
aged sanitation reaches 13% of the EU aver-
age, the weakest figure in this report, and is 
diverging.

	� Sustain last year’s increase in education spend-
ing, which remains on a diverging five-year 
trend, and shift higher-education policy from 

access to completion, since tertiary enrolment 
is converging while attainment is diverging.

	� Accompany income growth with a modern in-
dustrial policy that raises value added and pro-
ductivity in identified high-potential activities, 
and widen the contributory base through a 
higher pension contribution rate, more pro-
gressive taxation and reduced undeclared 
work.

	� Restore momentum in digital public services – 
the weakest indicator in the digitalisation pillar, 
at 36% of the EU average, and its fastest-falling 
– by redesigning complete administrative pro-
cedures around interoperable registers and a 
free universal electronic identity system.

	� Protect judicial and prosecutorial independ-
ence, resource financial investigations and as-
set verification, and publish procurement data 
in machine-readable form. Control of corrup-
tion only improves under the institutional-re-
form pathway, by nine years.

	� Make the Energy Efficiency Fund operation-
al with multiannual financing; pair renewable 
expansion with grid, storage and balancing 
investment; and fund a national clean-heating 
and public-transport programme for air quali-
ty.

b) EU institutions and EU member 
states

	� Recognise that only full accession changes 
North Macedonia’s economic horizon mate-
rially, from beyond a century to around 50 
years, against 84 and 85 years, respectively, for 
budget access and single market participation 
taken separately, and use that finding to argue 
for a credible and time-bound path rather than 
open-ended partial integration.
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	� Increase financial support for North Mace-
donia, either through earlier access to the 
EU budget or through higher Instrument for 
Pre-accession Assistance (IPA) allocations, as 
the results show that access to EU funding has 
the strongest impact on convergence among 
the individual accession channels analysed.

	� Front-load single market access for ICT servic-
es, the one indicator in this report for which 
single market access on its own delivers the 
same result as full membership, and support 
Macedonian firms in moving from subcontract-
ing towards exporting products of their own.

	� Link Growth Plan and IPA disbursement to 
verified outcomes, such as competitive senior 
appointments, a functioning asset-verification 
system, implemented audit recommendations 
and completed wastewater infrastructure, 
rather than to adopted strategies.

	� Fund technical assistance for project prepara-
tion, procurement and contract management. 
The recurring finding across pillars is that ab-
sorption capacity, rather than the availability 
of finance, determines whether investment 
becomes functioning infrastructure.

	� Address health-workforce mobility explicitly. 
Easier professional movement under the single 
market accelerates the departure of doctors 
and nurses, and life expectancy diverges under 
every scenario, including full membership. 

c) Regional and international 
organisations

	� Treat Corridor VIII and Corridor X as a single 
regional programme, covering the eastern con-
nection to Bulgaria, the western connection 
towards North Macedonia, the rehabilitation 
of Corridor X and the alignment through North 
Macedonia of any high-speed project between 
Greece and Serbia.

	� Support regional electricity-market integration 
and cross-border grid reinforcement, so that 
new renewable capacity replaces rather than 
supplements carbon-intensive generation.

	� Continue concessional financing for water, 
wastewater and energy-efficiency investment, 
paired with strengthened oversight of pro-
curement, implementation and subsequent 
maintenance.

	� Support cross-border cooperation on air quali-
ty, which is a shared regional problem and the 
weakest indicator in the environment pillar.
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d) Civil society organisations and think 
tanks

	� Monitor implementation rather than adop-
tion, following secondary legislation, staffing, 
budget execution and the institutional re-
sponse to audit and anti-corruption findings, as 
this report identifies the implementation gap 
as the central horizontal constraint.

	� Track public procurement and major invest-
ment projects, where financial flows and ad-
ministrative discretion are both largest.

	� Produce independent evidence on the distri-
bution of income and on access to health and 
education services for Roma communities, ru-
ral households and low-income groups, where 
official monitoring is weakest.

	� Strengthen cooperation among think tanks in 
North Macedonia and across the Western Bal-
kans, so that comparable evidence supports 
coordinated responses to shared regional chal-
lenges.
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What do the different numbers mean?

	� % of EU average: shows the current level of a 
specific indicator compared with the EU aver-
age.

	� Year-on-year rate of change: shows how the 
gap to the EU changed compared with the pre-
vious year in percentage points (pp).

	� Rate of change over the past five years: shows 
the average annual pace of change over the last 
five years, capturing whether the indicator has 
been improving or worsening recently.

	� Years to EU: shows how long it would take for 
a country to reach the EU average for the given 
indicator, assuming the recent pace of change 
continues.

How do we calculate the numbers for individual 
indicators?

% of EU Average: calculated as the native value of a 
certain indicator in a certain country, compared with 
the corresponding EU average.

Example: If the average wage in Serbia is EUR 
1,150 and the average wage in the EU is EUR 3,000, 
then Serbia’s wage level is 38% of the EU average 
(1,150/3,000). 

For indicators where lower values mean better out-
comes (e.g. unemployment, child mortality, etc.), the 
calculation is reversed, so that a higher percentage 
always indicates better performance.

Example: If the unemployment rate is 11% in Kosovo 
and 6% in the EU, Kosovo’s relative level is 55% of 
the EU average (6/11).

Rate of change over the past five years: calculated 
as the simple average of the year-on-year changes 
in the indicator measured as a percentage of the EU 
average, over the last five years.

Example: If public health spending in North Macedo-
nia, measured as a share of the EU average, changed 

by –0.4, +7.2, –2.7, –2.1 and +0.2 pp, the five-year 
rate of change is +0.4 pp.

Years to EU: calculated by comparing the remaining 
gap to the EU average with the speed of progress 
over the last five years. It shows how many years it 
would take to close the gap if recent trends contin-
ue.

Example: If Montenegro’s GDP per capita is 55% 
of the EU average (a gap of 45 pp) and it has been 
catching up by 0.9 pp per year, it would take about 
50 years to reach the EU level.

How do we calculate the numbers for the pillar 
and overall averages?

% of EU Average: calculated as the simple average 
of all indicators in the pillar, each expressed as a per-
centage of the EU average.

Example: If North Macedonia’s six environment indi-
cators are 50%, 55%, 60%, 60%, 65% and 70% of the 
EU average, the overall Environment pillar stands at 
60% of the EU average.

Rate of change over the past five years: calculat-
ed as the average of the year-on-year changes in the 
overall pillar’s value measured as a percentage of 
the EU average, over the last five years.

Example: If Bosnia and Herzegovina’s Education pil-
lar changed by +0.5, +5.6, +0.2, +0.8 and +1.0 pp, the 
five-year rate of change is +1.6 pp.

Years to EU: calculated by comparing the remaining 
gap to the EU average for the overall pillar, with the 
pace of progress over the last five years.

Example: If Serbia’s Digitalisation pillar stands at 
98% of the EU average and has been improving by 
1.0 pp per year, it would take two years to reach the 
EU level.

What does it mean when an indicator is ‘con-
verged’ or ‘diverging’?

Converged: An indicator is considered converged if 
its value as a percentage of the EU average is above 

Methodological note
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100%. This means the country has reached or ex-
ceeded the EU average in that area.

Example: If government spending on health in Mon-
tenegro is 105% of the EU average (6.9% of GDP vs 
6.5%), Montenegro is considered converged.

Diverging: An indicator is considered diverging if its 
average change over the past five years (measured 
as a percentage of the EU average) is negative. This 
means the country has been moving further away 
from the EU average.

Example: If road density in North Macedonia, ex-
pressed as a percentage of the EU average, has been 
declining by 0.4 pp per year, North Macedonia is di-
verging.

How do we treat missing values?

Missing values between years: When data for an 
indicator is missing for one or more intermediate 
years, we substitute the missing value with the last 
available one for that country (in native units).

Example: If North Macedonia is missing values for 
Internet access in 2022 and 2023, we use the 2021 
value (83.7%) for our calculations.

Missing values for the last year: If at least four of 
the six Western Balkan countries have data for the 
most recent year, we include that year and use pre-
vious values for the others. If fewer than four coun-
tries have data, we exclude that year from EU com-
parisons.

Example: For tertiary education in 2023, North Mace-
donia and Montenegro were missing data, but since 
four others had it, we included 2023 and used 2022 
values for the missing countries. By contrast, if only 
one country had data (e.g. 2024 for enterprises with 
websites), 2024 is excluded.

Missing values at the beginning: If data start late, 
no EU-relative or pillar calculations are done for ear-
lier missing years.

Example: For average pensions, Kosovo data start 
from 2015, so calculations begin from 2015 onward.

How we calculate pillar/area values for 2025 when 
some indicators are missing: We use the last availa-
ble year’s value for any missing indicators.

Example: To calculate the percentage of the EU aver-
age for Education in 2025, we take:

	� 2023 values for Public spending on education

	� 2024 values for Tertiary enrolment, Tertiary at-
tainment, Pre-primary education and NEET

	� 2025 value for the Harmonised test scores

Which EU accession scenarios do we simulate?

To assess how different EU integration options may 
influence the pace of convergence across the eight 
pillars, we simulate projections under four alterna-
tive scenarios:

	� Full EU membership: Western Balkan econo-
mies join the EU immediately, with full rights 
and obligations, including access to the EU 
budget.

	� EU budget transfers: Western Balkan econo-
mies obtain full access to the EU budget and re-
ceive transfers as if they were member states, 
but without formal membership.

	� EU single market access: Western Balkan econ-
omies gain full access to the EU single market, 
without other elements of membership (e.g. in-
stitutional alignment or budget transfers).

	� Institutional reforms: Western Balkan econ-
omies undertake reforms equivalent to those 
required of EU member states, without mem-
bership or transfers.

Which indicators do we simulate?

We simulate one indicator from each of the eight 
pillars:

	� Economy: GDP per capita at PPS

	� Social: income share of the bottom 20%

	� Health: life expectancy
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	� Education: tertiary enrolment

	� Institutions: control of corruption

	� Environment: energy intensity of the economy

	� Digitalisation: ICT exports

	� Infrastructure: road density

How do we simulate the scenarios?

We employ a Structural Equation Modelling (SEM) 
approach to estimate how EU accession affects GDP 
growth and other development outcomes through 
various transmission channels. SEM is particularly 
well suited for this analysis, as it allows us to dis-
entangle the pathways through which EU integra-
tion exerts its effects.

Concretely, we focus on four main channels:

	� higher EU budget transfers,

	� increased exports to the EU,

	� net migration and

	� institutional improvements.

FDI net inflows are also estimated as a potential 
channel, but since their effect on growth is small and 
imprecisely estimated, we do not vary FDI across 
scenarios.

The analysis is conducted in a panel setting covering 
the period from 1996 to 2024. It includes Bulgaria, 
Romania and Croatia as benchmarks, alongside 
the six Western Balkan economies.

The concrete specifications for each of the eight 
simulated indicators are as follows:

	� GDP per capita growth depends on initial GDP 
(as in standard convergence models), the pre-
vious year’s GDP growth, EU budget transfers, 
exports to the EU, net migration, control of cor-
ruption, FDI inflows and country fixed effects. 
These variables, in turn, are affected by EU ac-
cession.

	� The change in income share of the bottom 
20% is linked to EU budget transfers and con-
trol of corruption, both of which are linked to 
EU accession.

	� The change in life expectancy is modelled as 
a function of GDP growth and net migration, 
both of which are influenced by EU accession.

	� The change in tertiary enrolment also de-
pends on GDP growth, which itself depends on 
EU accession, as explained above.

	� The change in energy intensity is modelled as 
a function of GDP growth and control of cor-
ruption, both of which are tied to EU accession.

	� The level of control of corruption is modelled 
to be affected directly by EU accession, as it is 
one of the channels through which EU acces-
sion affects GDP growth.

	� ICT exports are linked to GDP growth, EU 
budget transfers and exports to the EU, all of 
which are influenced by EU accession.

	� Road density depends on FDI, exports to the 
EU and net migration. Since FDI is held fixed 
across scenarios, road density outcomes are in 
practice driven by exports and net migration.

These specifications were determined empirically, 
by running different regressions with different com-
binations of variables and checking the significance 
of the coefficients.

The regression estimates were then used to gener-
ate simulations of the four scenarios. This was done 
by augmenting the rate of change from the baseline 
(status quo) scenario – which is the average over the 
last five years – with the estimated effect of the EU 
accession scenario. 
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