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IMPLICATIONS OF THE EU CARBON 
BORDER ADJUSTMENT MECHANISM 
ON NORTH MACEDONIA

In 2005, the EU implemented the world’s larg-
est carbon-pricing system - the emissions 
trading system (ETS). While pricing emis-
sions can encourage industrial decarboniza-
tion, they also give rise to the risk of carbon 
leakage, due to which EU companies move 
their production abroad. To date, the EU has 
mitigated carbon leakage through free allo-
cations to certain industries; however, along 
with the rising climate ambition and the 
higher carbon prices, the EU seeks to phase 
out free allocations. In parallel, a novel car-
bon border adjustment mechanism (CBAM) 

would be introduced, requiring the EU im-
porters, as of 2026, to purchase certificates 
equivalent to the weekly EU carbon price.

The CBAM would initially apply to imports in 
five emissions-intensive sectors deemed at 
greater risk of carbon leakage: cement, iron 
and steel, aluminium, fertilizers, and electric-
ity. The CBAM charge would cover the im-
ports of these goods from all third countries. 
This paper explains the effects of the CBAM 
on North Macedonia, its companies and its 
export, including the recommendations.
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INTRODUCTION 

The Carbon Border Adjustment Mechanism 
(CBAM) is an imminent reality for the 
companies exporting carbon-intensive 
products to the EU. It aims to reduce carbon 
leakage in the EU by establishing a system of 
carbon certificates for the EU importers. 

The CBAM aims to contribute to the EU’s 
climate neutrality objectives and encourage 
partner countries to decarbonize their 
production processes by levelling the playing 
field in carbon pricing between the EU and 
third-country producers; less developed 
countries could be supported in their climate 
transitions. Following the publication of the 
Commission proposal on the CBAM in July 
2021, the European Parliament referred the 
file to the Environment Committee. On 15 
March 2022, the EU Council adopted its 
general approach, while on 22 June 2022 the 
Parliament adopted its position. The adopted 
text introduces changes to the Commission’s 
proposed timeline, with the transitional phase 
running from 1 January 2023 until the end of 
2026. 

CBAM should become fully operational in 
2026 when the financial implications would 
be borne by the companies. Implicitly, less 
carbon-intensive products would be preferred 
by the EU importers, thus putting pressure 
on the non-EU companies to green their 
production processes, while directly targeting 
the Macedonian companies that export to the 
EU single market.  

The CBAM would be gradually implemented 
in the EU. It would initially apply to several 
products: iron and steel, cement, fertilizer, 
aluminium and electricity generation. A 
reporting system would apply as of 2023, 
while importers would start paying a financial 
adjustment in 2026.

EU importers would buy carbon certificates 
corresponding to the carbon price that 
would have been paid had the goods been 
produced under the EU’s carbon pricing 
rules. This implies that non-EU companies 
exporting to the EU would have to declare 
the carbon-intensity of their products. Non-
EU manufacturers of products covered by 
the CBAM would face an additional fee for 
their exports. Third-country producers could 
also engage in ‘resource reshuffling’, which 
denotes export of products with a low 
carbon content to the EU, while reserving 
dirtier products for domestic or non-EU 
markets. Third-country producers could 
choose to import through an EU customs 
broker, or set up a local EU business unit to 
act as a declarant for CBAM purposes. 

From January 2023 to December 2025, 
over the course of the transition period, 
importers would be responsible for 
calculating and reporting carbon emissions 
in line with the EU requirements, with 
the Commission collecting accurate 
CO2-equivalent emissions data from the 
importers concerned. There would be no 
payment of financial adjustments during 
the transition period.  From January 2026 
onwards, importers would be responsible 
for procuring CBAM certificates for each 
metric ton of CO2 and, where applicable, 
N2O and PFCs. The declarants would be 
able to purchase CBAM certificates at any 
time and such certificates would remain 
valid for 2 years; they would also be liable 
for ensuring independent verifications 
of emission calculations. In addition, 
importers would have to obtain possible 
exemptions for qualifying products from the 
jurisdictions that implement carbon pricing 
equivalent to the EU ETS.
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1. LAUNCHING THE CARBON 
BORDER ADJUSTMENT MECHANISM 
IN THE EU

On 15 March 2022, the EU Council reached 
an agreement on the Carbon Border 
Adjustment Mechanism (CBAM) Regulation.¹  
The Regulation is one of the key elements of 
the European Union’s ‘Fit for 55’ package.²  
This package reflects the EU’s commitment 
to cut the greenhouse gas (GHG) emission 
by at least 55% by 2030, as compared to the 
1990 levels. This has been outlined as a part 
of the European Green Deal, wherein the EU 
has set itself a binding target of achieving 
climate neutrality by 2050.³ 

The main objective of the CBAM is to avoid 
carbon leakage. The CBAM Regulation (Art. 8) 
notes that “as long as a significant number of 
the Union’s international partners have policy 
approaches that do not result in the same 
level of climate ambition, there is a risk of 
carbon leakage. Carbon leakage occurs if, for 
reasons of costs related to climate policies, 
businesses in certain industry sectors or 
subsectors were to transfer production 
to other countries or imports from those 
countries would replace equivalent but less 
GHG emissions intensive products.”4.

The CBAM Regulation targets imports of 
carbon-intensive products, in full compliance 
with the international trade rules, to prevent 
offsetting the EU’s greenhouse gas emissions 
reduction efforts through imports of products 

manufactured in non-EU countries, where 
climate change policies are less ambitious 
than in the European Union.5  Initially, these 
products will be covered by the CBAM: 
cement, aluminium, fertilizer, electric energy 
production, iron and steel.

The CBAM system is envisaged to work 
as follows: EU importers will buy carbon 
certificates corresponding to the carbon price 
that would have been paid, had the goods 
been produced under the EU’s carbon pricing 
rules. Conversely, once a non-EU producer 
is able to show that they have already paid 
a price for the carbon used in the production 
of the imported goods in a third country, the 
corresponding cost can be fully deducted for 
the EU importer. The CBAM will help reduce 
the risk of carbon leakage by encouraging 
producers in non-EU countries to green their 
production processes.6 

Art. 17 of the CBAM Regulation states that 
“the Corporate green house (GHG) emissions 
to be regulated by the CBAM should 
correspond to those GHG emissions covered 
by Annex I to the EU ETS in Directive 2003/87/
EC, namely carbon dioxide (‘CO2’) as well 
as, where relevant, nitrous oxide (‘N2O’) and 
perfluorocarbons (‘PFCs’). The CBAM should 
initially apply to direct emissions of those 
GHG from the production of goods up to the 

¹Council of the European Union (2021) Fit for 55 package proposals (CBAM, ETD and SCF)
- Progress report https://data.consilium.europa.eu/doc/document/ST-14574-2021-INIT/en/pdf
² Council of the European Union (2021) Fit for 55 package proposals (CBAM, ETD and SCF)
- Progress report https://data.consilium.europa.eu/doc/document/ST-14574-2021-INIT/en/pdf  
³ ibid
4 Council of the European Union (2022) Draft regulation of the European Parliament and of the Council establishing
a carbon border adjustment mechanism https://data.consilium.europa.eu/doc/document/ST-7226-2022-INIT/en/pdf
5 Council of the European Union, Press Release (2022) Council agrees on the Carbon Border Adjustment Mechanism (CBAM) 
https://www.consilium.europa.eu/en/press/press-releases/2022/03/15/carbon-border-adjustment-mechanism-cbam-
council-agrees-its-negotiating-mandate/
6 European Commission (2021) Carbon Border Adjustment Mechanism: Questions and Answers https://ec.europa.eu/
commission/presscorner/detail/en/qanda_21_3661
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7 Ibid  
8 Official Website of the UK Government https://www.gov.uk/eu-eea
9 European Commission,  EU Emissions Trading System (EU ETS) https://climate.ec.europa.eu/eu-action/eu-emissions-
trading-system-eu-ets_en#ecl-inpage-684
10 Council of the European Union (2022) Draft regulation of the European Parliament and of the Council establishing
a carbon border adjustment mechanism, art.18 and 19 https://data.consilium.europa.eu/doc/document/ST-7226-2022-INIT/
en/pdf 

time of import into the customs territory of 
the Union, and after the end of a transition 
period and upon further assessment, as well 
as to indirect emissions, mirroring the scope 
of the EU ETS.”7 

The EU ETS (Emissions Trading System) 
is the world’s first international emissions 
trading system set in 2005. It operates in 
the EU and the European Economic Area 
(EEA) states8. The EU ETS works on the ‘cap 
and trade’ principle. A cap is set on the total 
amount of certain greenhouse gases that 
can be emitted by the installations covered 
by the system. The cap is reduced over time 
so that total emissions fall. The trade of the 
allowances within the cap is done through 
auctions. The total revenues generated by 
member states, the UK and EEA countries 
from the auctions between 2012 and 30 
June 2020 exceeded EUR 57 billion. The ETS 
Directive provides that member states should 
use at least 50% of the auctioning revenues 
or the equivalent in financial value for climate 
and energy-related purposes. Around 78% 
of the revenues in 2013-2019 were used for 
climate and energy related purposes.9 In 
this manner, ETS contributes to a greener 
economy of the Union.

The EU ETS and the CBAM have a common 
objective of pricing the GHG emissions 
embedded in the same sectors and goods 
through the use of specific allowances or 
certificates. Both systems have a regulatory 
nature and are justified by the need to curb 
the GHG emissions. However, while the 
EU ETS sets an absolute cap on the GHG 
emissions from the activities under its 
scope and allows tradability of allowances, 
the CBAM should not establish quantitative 
limits to import, so as to ensure that trade 
flows are not restricted. Moreover, while the 

EU ETS applies to installations based in 
the Union, the CBAM should be applied to 
certain goods imported into the customs 
territory of the Union.¹0

In view of the fact that the CBAM affects 
countries other than the EU and the EEA, 
the parties that export high-intensity carbon 
products to EU should get prepared for the 
implementation of the CBAM.

Once the CBAM becomes fully operational 
in 2026, the EU importers of these products 
will need to obtain an authorisation from 
a CBAM authority and purchase carbon 
certificates corresponding to the carbon 
price that would have been paid to produce 
the goods in the EU. The price of the CBAM 
certificates would be directly linked to the 
weekly price of the EU ETS allowances, 
which could incentivize the decarbonization 
of the emissions, particularly if alternative 
low-carbon technologies are available and 
affordable. On the other hand, third-country 
producers could also engage in ‘resource 
reshuffling’, whereby they export products 
with a low carbon content to the EU, while 
reserving dirtier products for domestic or 
non-EU markets.

The national authorities will authorize the 
registration of the declarants in the CBAM 
system, as well as review and verify the 
declarations. They will also be responsible 
for selling CBAM certificates to importers. 
In order to import goods covered under the 
CBAM into the EU, by 31 May of each year, 
they must declare the quantity of goods and 
the embedded emissions in those goods 
imported into the EU in the preceding year. 
At the same time, they must surrender the 
CBAM certificates they have purchased in 
advance from the authorities. 
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Under the Commission’s proposal, importers 
will have to report emissions embedded 
in their goods without paying a financial 
adjustment during the transitional phase 
starting in 2023 and finishing at the end of 
2025, giving time for the final system to be 
put in place. As of 2026, EU importers will 
have to declare annually the quantity of goods 
and the amount of embedded emissions 
in the total goods they imported into the 
EU in the preceding year, and surrender the 
corresponding amount of CBAM certificates.

The information on embedded emissions 
for goods subject to the CBAM should be 
communicated to importers registered in 
the EU by their non-EU producers. In cases 
where this information is not available as 

the goods are being imported, EU importers 
will be able to use default values (even once 
the definitive system has kicked in) on CO2 
emissions for each product to determine 
the number of certificates they need to 
purchase. Importers will nevertheless be 
able to demonstrate the actual emissions 
during a reconciliation procedure, and 
surrender the appropriate number of CBAM 
certificates accordingly.

In principle, imports of goods from all non-
EU countries will be covered by the CBAM. 
That said, certain third countries that 
participate in the ETS or have an emission 
trading system linked to the Union’s one 
will be excluded from the mechanism. This 
is the case with members of the European 
Economic Area and Switzerland.

2. RELEVANCE OF THE CBAM FOR 
NORTH MACEDONIA

The CBAM is expected to have a high impact 
on the remodelling of the supply chains of 
carbon-intensive products. According to the 
Macedonian records of its exports to the EU, 
North Macedonia would be mostly affected 
by the CBAM in the iron and steel sector.

This is also in line with the Green Agenda 
for the Western Balkans. For the purposes 
of clarity, what the Green Deal is for the 
EU, the Green Agenda is for the countries 
of the Western Balkans – a comprehensive 
strategic roadmap against the climate 
crisis. It outlines the path to new energy and 

mobility solutions, sustainable economies, 
an environmentally friendly agriculture and 
preservation of biodiversity. 

The preparations for the CBAM require 
efforts by the Macedonian Government to 
provide support to the companies to properly 
understand and prepare for the CBAM 
implementation, as well as to (re)formulate 
the relevant public policies (including 
regulation) aimed at decarbonization. 

The Macedonian companies would need  
to focus on ensuring proper carbon 
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measurement and make a carbon assessment 
of the supply chain(s) they participate in, for the 
purposes of creating a tailored and optimized 
strategy for adjustment to the CBAM that 
would be in favour of their competitiveness.

As noted above, the CBAM will be implemented 
in phases. From January 2023 to December 
2025, a transitional phase will be applied. 
During this period, EU importers of iron 
and steel, aluminium, cement, fertilizer and 
electricity will have to calculate and report the 
carbon emissions of their imports, but, they 
will not have to pay a carbon tax. In the second 
phase, as of January 2026, the companies will 
need to obtain import licenses through the 
system of carbon certificates. In addition, the 
EU could also expand the CBAM list to include 
other products in addition to the initial ones. 

Although the full financial impact will not 
occur until 2026, EU importers of high-carbon 
products, as well as producers (exporters) from 
North Macedonia, will begin to face significant 
administrative burdens as early as of January 
2023. The producers (exporters) will need 
to develop mechanisms for calculating the 
emissions contained in their products and 
they will have an obligation to have these data 
verified by an independent body.

In addition, they will need to ensure that 
the emissions are properly declared to the 
appropriate authorities. Importers will be 
liable if they do not follow the CBAM rules, i.e. 
they will not be able to import the goods into 
the EU market.

The effect will be felt not only by the non-EU 
producers and the EU importers, but also by 
the EU industries using products that will 
be taxed. Initial estimates suggest that this 
duty will have the greatest impact on the 
supply chains in industrial sectors such as 
the automotive industry, construction and 
consumer goods. These costs will increase 
the industry costs of key inputs such as steel 
and aluminium, and the companies will need 
to take measures to stay competitive on the 
market. This will lead to a global redistribution 
of the global supply chain, which means that 
third-country producers of CBAM products 
with low carbon content will be more 
competitive to enter the EU single market.

North Macedonia is a significant exporter 
of the products that fall under the CBAM. 
Most of the export is placed on the European 
Union market. Table 1 illustrates the export of 
CBAM products (by gross weight and by the 
value in EUR) in the period 2017-2021.
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Table 1. Export of selected products of North Macedonia affected by the CBAM (2017-2021)

Source: National Customs Office of the Republic of North Macedonia

Product/
year 2017 2018 2019 2020 2021

Aluminium

Gross weight 
(kg) 5,514,512 5,942,904 5,868,321 5,637,700 9,038,600

Value (EUR) 14,693,072 15,673,245 13,782,017 10,343,467 20,240,616

Iron and steel

Gross weight 
(kg) 492,652,137 616,859,057 512,456,334 551,928,166 653,457,944

Value (EUR) 344,536,729 464,960,684 429,228,801 464,163,252 740,091,432

Cement

Gross weight 
(kg) 334,047,608 356,179,722 386,768,286 314,900,085 358,187,296

Value (EUR) 15,238,303 17,099,485 20,399,014 17,605,432 19,633,537

Fertilizers

Gross weight 
(kg) 1,231,297 953,534 1,509,832 2,407,052 3,779,190

Value (EUR) 579,164 555,631 877,884 1,218,406 2,132,967

Based on the values presented in Table 1, 
the Macedonian sector that would be mostly 
affected by the CBAM is the production and 
export of iron and steel products. Around 

80% of the producers and exporters in this 
sector are companies with Macedonian 
ownership, implying a direct effect of the 
CBAM on the domestic companies. 
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CONCLUSION AND 
RECOMMENDATIONS 

Third countries have been critical of 
the CBAM proposal, as well as the EU 
neighbouring countries, whose exports are 
particularly exposed to the CBAM, raising 
concerns over the WTO-compatibility of 
the measure. Ukraine’s steel industry has 
highlighted the national commitment to 
the EU standards under the EU-Ukraine 
Association Agreement, calling for an 
exemption for the steel industry; the Turkish 
Industry and Business Association has 
called for EU funding to support Turkey’s 
alignment with the CBAM; Russia has 
stated that the EU appears to be using 
the climate agenda to erect new trade 
barriers; China has underscored the 
Paris Agreement principle of wealthier 
countries bearing a proportionally greater 
responsibility for cutting emissions; and, in 
a joint statement, Brazil, South Africa, India 
and China expressed concerns that the 
CBAM would have negative implications 
for developing countries. This indicates 
that the implementation of the CBAM is 
generally foreseen as a difficult process 
and it requires serious preparation by the 
countries. 

Recommendations for the Macedonian 
Government and other Government 
authorities:

· To conduct an assessment of the impact 
of the regulation and set priorities. It 
is necessary to have a clear Impact 
Assessment of the new Regulation and 
the manner in which it will affect the 
production, the employment and the 
export in the respective sectors;

· To define a comprehensive set of activities 
for the adoption and implementation of 
the Regulation in the NPAA- National Plan 
for the Adoption of the EU Acquis;

· To open a dialogue with the EU in the 
framework of the SAA Council and the 
Green Agenda for the Western Balkans 
and discuss the possibilities for financial 
support for the decarbonization of the 
Macedonian producers;

· To set and establish at a national level 
rules and regulations about the levels 
of CO2 that each industry emits. These 
rules will be compulsory for all industries, 
especially those affected by the CBAM;

IMPLICATIONS OF THE EU CARBON BORDER ADJUSTMENT 
MECHANISM (CBAM) ON NORTH MACEDONIA

13



Recommendations for the private sector:

In order to prepare for the CBAM, Macedonian 
companies would need to take steps to 
assess their starting point and build a 
strategic toolkit. They should consider the 
following

· To understand the impact of the regulation 
in a timely manner. The companies would 
need to calculate how the marginal 
carbon duty will affect them across the 
value chain in terms of the revenue, 
costs and assets. All the producers and 
exporters in North Macedonia need to 
assess and determine the level of carbon 
input from their suppliers (whether they 
come from “eco” nations or regions 
or they originate from countries and 
regions with high pollution and high 
carbon impact. Initially, the producers 
and exporters that have inputs from the 
EU and US will be less affected and in a 
more favourable position as compared to 
those that have inputs from Asia;

· To reach a proper understanding of 
the dynamics of the introduction of 
the border carbon duty. Each producer 
and exporter will become completely 
aware of the process of measurement 
and assessment of the carbon 
content (whether it is measured by an 
independent authority or by applying the 
average measurement established by 
the EU). Based on these estimations, the 
economic operators need to formulate 
their procurement policies;

· EU importers must ensure that they 
obtain the necessary information from 
their non-EU partners (exporters) in 
order to be able to use the new system 
correctly. Macedonian producers and 
exporters of carbon intensive products 
would have to ensure that proper 
measurement is endorsed by the 
independent regulatory body or to get 
acquainted with the average standard 
measurement procedure;

· To envisage scenarios and policies for 
future exports to the European Union 
and relations with the competitors. 
Even though the exports from North 
Macedonia are duty-free based on 
the provisions from the Stabilization 
and Association Agreement, the new 
CBAM will impose some kind of EU 
import taxes on the carbon-intensive 
Macedonian exports. In this respect, 
(re)formulation of the public policy on 
the decarbonization of the domestic 
production needs to be done that would 
also affect Macedonian companies.

The CBAM is expected to result into prompt 
change of the competitive dynamics within 
the five selected industries and their supply 
chain(s). The companies that would set 
themselves at the forefront of dealing 
with carbon emissions are likely to have 
competitive advantages in the long-run. 
Implicitly, the Macedonian companies 
affected by CBAM should apply proactive 
approach in purpose of ensuring further 
export to the EU market.     

IDSCS Policy Brief No.18/2022 - Sept 202214



INFORMATION ABOUT
THE AUTHORS

Dr Silvana Mojsovska  is a professor at the 
Institute of Economics – Skopje, University 
“Ss. Cyril and Methodius”, North Macedonia. 
Key areas of her interest include Globalisation;
International Trade; FDI; EU Integration; 
Sustainable and Regional Development. 
Dr.Mojsovska has carried out many research 
and applicative projects, authored numerous 
publications and participated at major 
international and national forums and 
conferences.

Zlatko Veterovski is Assistant Director 
General for the EU and International 
Relations, at the Customs Administration of 
the Republic of North Macedonia. He holds 
PhD in Economics and International trade and 
has long experience in the area of Customs, 
international trade and EU integration. Author 
is of several articles and books on trade 
facilitation and Customs.



Implications of the EU Carbon Border 
Adjustment Mechanism  

on North Macedonia

 Policy Brief: 18/2022

Silvana Mojsovska 
Zlatko Veterovski 


