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FOREIGN DIRECT INVESTMENT SCREENING 
MECHANISM IN NORTH MACEDONIA – 
WHY AND HOW?

The ultimate goal for North Macedonia is to 
become a full fledged member of the Europe-
an Union, as soon as possible, accepting all 
the related benefits and obligations. Thence, 
there is no question as to whether North 
Macedonia needs to take the FDI Screening 
Regulation on board; the question is, rath-
er, when to start preparing, what model to 
choose for the legal and institutional set-up 
and how to prepare best for the successful 
implementation of the Regulation with all its 
annexes and guidelines. This is primarily a 

matter of EU’s security and public order, and 
secondly of our own national security and 
public order. In this respect, North Macedo-
nia will need to build and adjust its policies, 
systems and protection mechanisms to 
be able to fully implement all EU Common 
Foreign and Security Policy measures and 
sanctions and, as a NATO member, to close-
ly follow the sanctions imposed by the U.S. 
Committee on Foreign Investment in the 
United States, as well as other NATO part-
ners.
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INTRODUCTION 

Within the European Union, firstly, as result of 
the prolonged financial and economic crises 
(2008-2010) that broke out globally and left 
devastating consequences, secondly, as a 
result of the aggressive annexation of Crimea 
by Russia in 2014, and, thirdly, the foreign 
interference in the presidential elections in 
the USA in 2016, many questions have been 
opened related to the trends established 
with the globalisation process, the changing 
geopolitical landscape, the Euro-Atlantic 
relations, China’s fast growth followed by 
economic and political assertiveness and the 
increased Russian capabilities of influence 
in the cyberspace, as well as spreading 
fake news using the social networks. The 
geopolitical orientation and security of the 
European Union, the autonomy of the EU 
foreign and defence policy, including the 
resilience towards outside third country 
interferences, came into the centre of 
interest of the European Commission and 
the Council. 

Considering the potential consequences, on 
10 May 2017, the European Commission, 
recognising that foreign direct investment 
is an important source of growth, jobs and 
innovation, issued the reflection paper on 
Harnessing Globalisation¹ but at the same 
time tabled a proposal for a regulation for 
screening foreign direct investments (FDIs),  
underlining the steadfast commitment to 
build an open, sustainable, fair and rule-
based global trade order, at the same time 
stating clearly that it would not hesitate to act 
in order to protect its citizens and its industry 
when foreign countries or companies engage 
in unfair practices or raise concerns related 
to the security and the public order. It should 

be noted that other global partners like 
Australia, the United States, Canada, China, 
India and others, already had screening 
procedures for all FDIs. 

Already on 13 September 2017, the European 
Commission issued the Communication 
Welcoming Foreign Direct Investment 
while Protecting Essential Interests (COM 
2017/494 final), in which it concluded that 
as foreign investment patterns change, 
security and public order must be ensured. 
Furthermore, it committed to carry out a 
detailed analysis of FDI into the EU, due to 
the limitations of the available official FDI 
statistics. On 13 March 2019, the Commission 
Staff Working Document on Foreign Direct 
Investments in the EU (SWD 2019, 108 final) 
was published bringing forward, for the first 
time ever, comprehensive statistical and 
analytical data about third country investors 
into the EU, the sectors in which they invest, 
the ways in which they acquire control and 
the nature of the controlling entity, and the 
economic weight of the foreign-owned 
companies. The data and, particularly, the 
new trends indicating the emergence of new 
investors, the role played by the so-called 
“offshore investors”, the remarkably high 
foreign ownership in a number of sectors 
that are in the heart of the EU economy (oil 
refining, pharmaceuticals, electronics, optical 
products, insurance, electronic equipment), 
the penetration of state-owned companies, 
particularly from Russia, China and UAR, 
the rise of individuals as ultimate owners in 
an increasing number of acquisitions, etc., 
confirmed all the previous concerns, which 
called for rapid actions. The path for a new 
regulation was opened.
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An ever-growing need for FDIs

The creation of new jobs that are going to be 
sustainable over time occurs through new 
investments. With the domestic investments 
being of a limited scope, there is a clear need 
for foreign direct investments. They bring new 
capital, transfer of new technologies, new 
jobs, an upgrade of the labour force skills, etc. 
Hence, countries fiercely compete to attract 
FDIs by providing a long list of benefits for 
the foreign investors, which often results in a 
“race to the bottom”. 

Given such a setting, introducing FDISM 
may seem, from a purely economic point of 
view, a counterintuitive move. The reason 
is simple. Without FDISM, FDIs flow freely, 
no checking point, no control. With FDISM, 
there is a mechanism that may block certain 
FDIs thus preventing specific damage for 
the national economy, society as a whole, its 
security and stability. Nevertheless, before 
we define FDISM and the potential benefits it 
brings along, there is a need to clearly define 
the “problem”. That is why we turn to the term 
“corrosive capital”.

What is “corrosive capital”?

There are several definitions of the broader 
understanding of this concept. The 
definition of “corrosive capital” used by the 
Centre for International Private Enterprise 
(CIPE) reads: “opaque capital flows lacking 
market orientation, with motives to exploit 

² Centre for International Private Enterprise (CIPE) Office Website Corrosive and Constructive Capital  
https://corrosiveconstructivecapital.cipe.org/constructive-capital/
³ Simalcik M., (2021) Oligarchs and Party Folks Chinese Corrosive Capital in Slovakia and Czechia https://ceias.eu/wp-content/
uploads/2021/07/Oligarchs-and-Party-Folks.pdf
4 Mykhailyshyna D. (2020) Why Corrosive Capital is a Danger to the Future of Eastern Europe – discussion Centre for Economic 
Strategy https://ces.org.ua/en/why-corrosive-capital-is-a-danger-to-the-future-of-eastern-europe/
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governance gaps to influence economic, 
political and social developments in recipient 
countries”.² 

Matej Shimalchik, in his paper Oligarchs 
and Party Folks, supported by the Central 
European Institute of Asian Studies 
(CEIAS), describes “corrosive capital” as: 
“Financing, whether state or private, that 
lacks transparency, accountability and 
market orientation. It typically originates 
from authoritarian regimes and exploits 
governance gaps to influence policy making 
in recipient countries.”³   

Daryiia Mykhailyshyna, from the Ukrainian 
non-governmental research body Centre for 
Economic Strategy, in August 2020, pointed 
out that: “Corrosive foreign capital is an 
investment that does not seek economic 
benefits, but political influence.”4  She explains 
that: “corrosive foreign capital leads to weak 
governance, powerful oligarchs and a corrupt 
country where officials are bribed and weak 
institutions abused”. 

Martin Hala, in his paper A New Invisible 
Hand, Authoritarian Corrosive Capital and the 
Repurposing of Democracy, supported by the 
National Endowment for Democracy, writes:  
“Corrosive capital and strategic corruption 
differ from other forms of corruption in 
that they are backed, and sometimes 
orchestrated, by a state power for political 
rather than economic goals – or to advance 
a comprehensive authoritarian agenda 
with inseparable political and economic 

https://corrosiveconstructivecapital.cipe.org/constructive-capital/
https://ceias.eu/wp-content/uploads/2021/07/Oligarchs-and-Party-Folks.pdf
https://ceias.eu/wp-content/uploads/2021/07/Oligarchs-and-Party-Folks.pdf
https://ces.org.ua/en/why-corrosive-capital-is-a-danger-to-the-future-of-eastern-europe/


5  Hala M. (2020) A New Invisible Hand Authoritarian Corrosive Capital and the Repurposing of Democracy International 
Forum for Democratic Studies p.1 https://www.ned.org/wp-content/uploads/2020/03/New-Invisible-Hand-Authoritarian-
Corrosive-Capital-Repurposing-Democracy-Hala.pdf
6 Hala M. (2020) A New Invisible Hand Authoritarian Corrosive Capital and the Repurposing of Democracy International 
Forum for Democratic Studies p.11 https://www.ned.org/wp-content/uploads/2020/03/New-Invisible-Hand-Authoritarian-
Corrosive-Capital-Repurposing-Democracy-Hala.pdf
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objectives.”5 Furthermore, he points out that 
“the problem of corrosive capital needs to be 
understood in its full complexity, including 
the prevailing international patterns and local 
variations.”6

All the presented definitions confirm the view 
that “corrosive capital” is a complex issue 
with a serious potential to produce severe 
damage to the recipient society. From the 
complexity of the “corrosive capital”, one may 
extract and pinpoint a few elements, such as:

• It involves foreign capital. Hence, it is a 
matter of international relations.

• It originates from authoritarian regimes.

• It may appear in the form of state or 
private capital, which changes nothing. 
In both cases, the government of the 
country of origin of the investor of 
“corrosive capital” plays a decisive role.

  
• It cannot be limited in its consideration 

only as an economic issue. It produces 
much wider negative effects for the 
whole society. It harms the institutions, 
i.e. it weakens the government, it leads 
to bribery and corruption, and it aims 
to affect the political decisions of the 
recipient country thus harming its 
sovereignty in the long run.

• This type of capital is not transparent and 
it does not necessarily follow the logic of 
the market economy.

• Being a tool used by the authoritarian 
regimes, it reflects the competition 
between them and liberal democracies.

• Bottom line, a country must make a 
clear choice with regard to “corrosive 
capital”. Is it going to jeopardize its 
own institutions, political freedom, and 
ultimately its sovereignty, i.e. let such 
capital “corrode” society, for more FDIs of 
this type?

These are all aspects of “corrosive capital” 
that require a clear understanding by 
potential recipient countries. Policy-makers 
and decision-makers of all kinds within 
society must take these aspects into account 
very carefully when forming their position 
on the issue of “corrosive capital”. The 
consequences from misunderstanding and 
misinterpreting “corrosive capital” have a 
very high “price tag” attached for society. By 
affecting the institutions within the country, 
this applies also to the economic environment 
in which economic agents operate.

What is FDISM and its connection with the 
corrosive capital?

FDISM is envisaged to be the solution for the 
problem called “corrosive capital”. There are 
several definitions of FDISM.
Pascale Accaoni Lorfing indicates that:“The 
foreign direct investment screening 
mechanism is a national instrument that a 
state may create to protect what it considers 
to be a national security interest. This 

https://www.ned.org/wp-content/uploads/2020/03/New-Invisible-Hand-Authoritarian-Corrosive-Capital-Repurposing-Democracy-Hala.pdf
https://www.ned.org/wp-content/uploads/2020/03/New-Invisible-Hand-Authoritarian-Corrosive-Capital-Repurposing-Democracy-Hala.pdf
https://www.ned.org/wp-content/uploads/2020/03/New-Invisible-Hand-Authoritarian-Corrosive-Capital-Repurposing-Democracy-Hala.pdf
https://www.ned.org/wp-content/uploads/2020/03/New-Invisible-Hand-Authoritarian-Corrosive-Capital-Repurposing-Democracy-Hala.pdf
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mechanism takes a form of state measures 
targeting foreign investment relating to 
certain categories of the national economy 
by restricting or prohibiting FDI from entering 
its territory.”7

The EU adopted a special Regulation related 
to FDISM that is elaborated in more details in 
another section of this text. In that Regulation, 
the essence of the FDISM, perceived through 
the lenses of the EU, is described as follows: 
“Without questioning Europe’s opening to 
FDI, the Regulation plays an important role 
in exceptional cases where foreign investors 
seek to acquire assets critical for our essential 
interests. The Regulation has equipped the 
EU with a framework and common criteria to 
identify the risks related to the acquisition of 
control of strategic assets, which threatens 
the security or public order“8. The EU focuses 
on investments “…likely to affect security or 
public order, projects or programs of Union 
interest.”

Following the guidelines at EU level, a number 
of EU member states adopted their national 
regulation related to FDISM. The definitions 
of FDISM are presented in such national 
regulations. For example, the Government 
of Ireland points that: “Investment Screening 
refers to a procedure allowing the State to 
assess, investigate, authorize, condition, 
prohibit or unwind foreign direct investments 

based on a range of security and public order 
criteria.”9

The presented views pinpoint several crucial 
components of the FDISM’s definition:

• The State is the key player in the designing 
and implementation of FDISM at a national 
level.

• FDISM is an instrument linked to certain 
criteria and procedures, within a prescribed 
framework.

• FDISM aims to preserve the security and 
public order, i.e. the national security.

• FDISM will secure control of the strategic 
assets critical for the essential interest of 
individual countries but also the broader 
community, such as the EU.

An important observation is that, in the way 
in which FDISM is defined for EU purposes, it 
is not linked to the economic side of FDIs, but 
only to the security and public order. Hence, it 
is a concept that is closely related to assets 
of strategic importance in that domain. The 
scope of these assets is diverse, including 
not only sensitive technologies, but also 
media and other sectors with a potential to 
influence the public opinion and government 
decisions.

7 Pascale Accaoni L. Screening of Foreign Direct Investment and the States’ Security Interests in Light of the OECD, UNCTAD 
and Other International Guidelines, Part of the European Yearbook of International Economic Law book series (Spec. Issue) 
https://link.springer.com/chapter/10.1007/978-3-030-58916-5_10 Screening of Foreign Direct Investment and the States’ 
Security Interests in Light of the OECD, UNCTAD and Other International Guidelines | SpringerLink
8 MEMO: frequently asked questions on the FDI screening regulation (europa.eu)
9 Official Website www.enterprise.gov.ie Trade and Investment https://enterprise.gov.ie/en/what-we-do/trade-investment/
investment-screening/

https://link.springer.com/chapter/10.1007/978-3-030-58916-5_10
https://link.springer.com/chapter/10.1007/978-3-030-58916-5_10
https://link.springer.com/chapter/10.1007/978-3-030-58916-5_10
https://enterprise.gov.ie/en/what-we-do/trade-investment/investment-screening/ 
https://enterprise.gov.ie/en/what-we-do/trade-investment/investment-screening/ 
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FDIs role in the Macedonian economy 

FDIs play an important role for the Macedonian 
economy. According to the official data from 

the National Bank of the Republic of North 
Macedonia, the stock of inflow of FDIs in 
North Macedonia for the period 1997 – 2021 
amounts to EUR 6,663.6 million. 

Obviously, the FDI inflow in North Macedonia, 
as shown in Chart 1, is characterized by erratic 
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movements over the years. The boost before the 
global financial crisis is diminished by the crisis. 
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The time series data of the National Bank of 
the Republic of North Macedonia regarding 
the FDI inflows by countries cover the period 
2003 – 2021. Chart 2 presents the joint 
share of aggregate FDIs coming from the 
EU and the USA in the total FDIs in North 
Macedonia, per years. On average, for the 
observed period, FDIs from the EU and the 
USA had a joint share of 71% in the total FDIs 
in North Macedonia. Thus, one may conclude 
that most of the FDIs came from these two 
groups of countries.

According to the data from the Macedonian 
Ministry of Economy, the main trading 
partners of the Republic of North Macedonia 
from the European Union in 2021 were 
Germany (accounting for 25.5% of the total 
trade or EUR 4.2 billion), Greece (5.7% or EUR 
943 million), Italy (3.8% or EUR 625 million), 
Bulgaria (4.5% or EUR 746 million) and 
Hungary (2.4% or EUR 404 million). Another 

Only in 3 out of 19 years within the observed 
period, the FDIs in North Macedonia coming 
from the EU and the USA were below 50% of 
the total FDIs in those years. In 5 out of 19 
years, FDIs from the EU and the USA covered 
less than two thirds of the total FDIs in North 
Macedonia. In 2014, the share is negative 
(-1 %) due to the withdrawal of capital from 
France (EUR 105.7 million) and the inflow of 
FDIs from other European countries, such as 
Switzerland (EUR 131.7 million), Turkey (EUR 
17 million), etc. 
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notable trading partner is the United Kingdom 
(11% of the total trade or EUR 1.87 billion).

The main imports from the EU to North 
Macedonia are in the sectors of minerals, 
base metals, textiles, plastics, machinery 
and vehicles and associated equipment. The 
main exports from North Macedonia to the 
EU are in the sectors of chemicals, foodstuffs 

Source of data: National Bank of North Macedonia



and beverages, textiles, base metals, vehicles 
and associated equipment and machinery 
and mechanical appliances.

According to the latest data from the National 
Bank of North Macedonia, the largest 
amounts of foreign direct investments in 
North Macedonia at the end of 2020 came 
from EU and NATO countries such as Austria 

(EUR 816 million), Greece (EUR 548.8 million), 
the Netherlands (EUR 508.3 million), Slovenia 
(EUR 403.4 million), Germany (EUR 385 
million), Hungary (EUR 191 million), Bulgaria 
(EUR 214 million), Italy (EUR 135 million), 
Cyprus (EUR 112 million), Luxemburg (EUR 
53.5 million) and Belgium (EUR 85.9 million). 
Another notable foreign direct investor is the 
United Kingdom (EUR 759.3 million).

AMOUNTS OF FOREIGN DIRECT INVESTMENTS IN NORTH 
MACEDONIA AT THE END OF 2020 
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One of the most cited sources related to the 
fight against corruption is the Corruption 
Perception Index, which is produced by the 
Transparency International institutions. 
Chapter 3 presents the ranking of North 

Macedonia on this list. It is not ranked very 
favourably. From 2016 onwards, it has been 
consistently ranked in the bottom half of the list, 
with the exception of 2021 when it was ranked 
slightly above, i.e. 87th out of 180 countries. 

Source of data: theglobaleconomy.com 
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Next, it is important to check whether there is 
an environment that is conducive to “corrosive 
capital” entry in North Macedonia. Therefore, 
we look for independent assessments of the 

“health” and effectiveness of the Government 
of the Republic of North Macedonia and the 
situation with the corruption in the country.
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Source of data: theglobaleconomy.com 

“Corrosive capital” targets the gaps in the 
functioning of the government. The less 
effective the government is, the bigger 
the potential for the success of “corrosive 

capital”. The Government Effectiveness Index 
is produced by the World Bank. It includes 192 
countries. The ranking of North Macedonia 
does not ensure a lot of comfort.
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One of the aspects covered within the 
Government Effectiveness Index is the 
Control of Corruption. The ranking of 
North Macedonia in this respect, out of the 
192 countries included, is also not very 
encouraging.  

In addition to all this, the Good Government 
Index, produced by the Chandler Institute 
of Governance headquartered in Singapore, 
measures the capabilities and effectiveness 

of governments. The index ranks 104 
countries around the world with regard to the 
effectiveness of their national governments. It 
released its first annual global ranking, where 
North Macedonia is ranked 66th.

All these different measures of the 
Government’s effectiveness show that 
currently there is a weakness embedded in the 
way it is functioning. According to the rankings, 
there is also sizeable room for improvement 
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One dilemma is: 

The geopolitical answer to this question is 
related to the geographic positioning of a 
country and its intentions and priorities in the 
international relations. The EU Regulation has 
a direct application throughout the EU and in 
all its member states, obliging them to ensure 
that their national functional and effective 
mechanism is able to cooperate with similar 
systems in all other member states and with 
the European Commission relevant services.  
North Macedonia is not a member of the EU, 
but it is a candidate country for joining the EU, 
ready to start accession negotiations at any 
moment. Therefore, this dilemma is a false 
one for North Macedonia as the country has 
an obligation to be pro-active, to undertake 
steps in that direction and introduce FDISM 
at some point in time and, certainly, to be 
prepared for a full application of the FDI 
Screening Regulation well on time before 
becoming an EU member. Therefore, for 
North Macedonia the question is not “if” but 
“when” to introduce FDISM. 

Another dilemma is: 

Under normal circumstances, this might be a 
question of a practical nature, especially if one 

FDISM is a matter of 
choice or an obligation 
for the country?

Should North Macedonia 
make haste in terms of 
introducing FDISM?

when it comes to fighting corruption. North 
Macedonia is not a standout country when it 
comes to the region to which it belongs. It is a 
country ranked approximately in the middle of 
the lists. 

So far, FDIs that flow into North Macedonia have 
not produced a negative effect. One possible 
explanation may be that North Macedonia, due 
to its relative size and importance, was not in 
the centre of interest of “corrosive capital”. In 
other words, North Macedonia remained to 
exist “below the radar” of “corrosive capital”. 

If it is not caused by the inflow of FDIs, the 
weakness of the Government, with regard to 
its effectiveness and the control of corruption, 
probably comes from other, internal sources. 
Notwithstanding the foregoing, in such an 
environment, it is of utmost importance to 
prevent any additional source of “corrosion” 
in the functioning of the Government, coming  
from abroad and indirectly (formally) through 
the business sector. 

The “health” of the public institutions ranks 
very high on the list of priorities in many of the 
countries. Public institutions play an important 
role in preserving security, public order, national 
interests and strategic assets. However, the 
need for FDISM reflects also on the way the 
private sector of the economy functions. It 
contributes to the preserving of the market 
economy way of functioning. This means 
preserving fair competition in the economy, 
including when it comes to public procurement.

Dilemmas related to the introduction of 
FDISM 

When it comes to the introduction of 
FDISM at a national level, one may point 
out few dilemmas. They may look artificial 
at first glance, but they are worthy of being 
addressed. 
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observes the issue solely from an economic 
point of view. Basically, it becomes a question 
of quantity vs. quality of FDIs. At first sight, 
it may seem that the country will lose inflow 
of FDIs because of the introduction of 
FDISM. Most likely, that would be correct. 
With a bigger quantity, however, “corrosive 
capital” may enter the country producing all 
the accompanying adverse effects. On the 
other hand, a prompt introduction of FDISM 
will substantially increase the protection of 
society and the economy against “corrosive 
capital”. In addition, the country will benefit 
from the inflow of quality FDIs, i.e. those 
that can “pass the test” of the FDISM. Hence, 
on a net basis, the lost quantity will be 
compensated by the better quality of FDIs, 
which will produce less corruption and better 
functioning institutions in the longer run, thus 
providing for a better economic environment 
for all the economic agents in society. 

Finally, currently we are not living in normal 
times. Given the current circumstances with 
the war in Ukraine, and being a member of 
NATO, the introduction of FDISM in North 
Macedonia is becoming a high priority for 
the protection of the national security and the 
strategic assets.

If left without a checking mechanism, 
“corrosive capital” may find a way to penetrate 
in the system and jeopardize it. Given the 
current state of play in North Macedonia, 
FDISM is one of the mechanisms that is 
going to greatly contribute in achieving the 
broader and complex goal. Thence, when 
it comes to introducing FDISM, apart from 
the “it is a must” as an obligation, there is a 
rationale that supports the need, even if it 
was not obligatory. 

The Regulation, contents and annexes

While the United States’ Committee for 
Foreign Investment in the United States 
(CFIUS) has a longstanding practice of 
screening FDI, European and EU countries do 

not have one common screening mechanism 
under a single authority. As national security 
matters are the sole responsibility of each EU 
member state, the EU itself cannot screen 
or block investments. Therefore, some but 
not all EU member states have established 
screening mechanisms at a national level.

A procedure commenced for the adoption 
of Regulation (EU) 2019/452 establishing 
a framework for the screening of foreign 
direct investments into the Union, which 
was adopted in a regular procedure on 19 
March 2019, published in the Official Journal 
on 21 March 2019 (L 79), entered into force 
on 10 April 2019 and it became applicable 
from 11 October 2020, after an 18-month 
transitional period. As of that date, the 
member states (MSs) and the Commission 
have been formally cooperating on FDI, 
including sharing information and expressing 
concerns, if there is a risk for the security or 
public order in another MS or in relation to 
a Union project. Before that date, there was 
no common mechanism for the screening of 
FDIs despite the fact that some of the MSs 
have their own national mechanisms.

With this Regulation, the Union as a whole is 
equipped with a screening tool, a framework 
and common criteria to identify risks and to 
safeguard the Union’s security and public 
order, in exceptional cases where foreign 
investors seek to acquire assets critical for 
the EU’s essential interests. The assessment 
is conducted on a case by case basis at 
two levels, the first level being the national 
FDI screening mechanism and the second 
level being the EU cooperation mechanism. 
Cooperation between member states and the 
Commission is the main pillar on which the 
screening mechanism relies, which gives a 
much better overview of FDIs in the EU and 
eliminates blind spots. Namely, in the single 
market, a critical technology or infrastructure 
in one country may also give rise to risks 
for its neighbours and sometimes for the 
whole Union. In addition, any acquisitions in 



¹0 The list of projects or programmes of Union interest referred to in Article 8(3), Annex to the regulation, includes 
Galileo & EGNOS programmes, Copernicus, Horizon 2020, the Trans-European Networks for Transport, for Energy 
and for Telecommunications, the European Defence Industrial Development Programme, PESCO
¹¹ Extended scope of HORIZON 2020 and PESCO, EU GOVSATCOM, Defense Research and European Joint 
Undertaking for ITER
¹²  Includes energy, transport, water, health, communications, media, data processing/storage, aerospace, defence, 
electoral/financial infrastructure
¹³  Includes artificial intelligence, robotics, semiconductors, cyber security, aerospace, defence, energy storage, 
quantum and nuclear technologies, nano- and biotechnologies
¹4  Supply of critical inputs, energy, raw materials and food
¹5 This can be an investment of any kind by a foreign investor aiming to establish or to maintain lasting and direct 
links between the foreign investor and the target company, in order to carry out an economic activity in a member 
state, including investments which enable an effective participation in the management or control of a company 
carrying out an economic activity. Foreign investor means a natural person of a third country or an undertaking of a 
third country, intending to make or having made a foreign direct investment.

a strategic sector may also have an impact 
on EU-funded projects¹0, like the navigation 
system Galileo, Horizon 2020, Trans-
European-Networks in the areas of energy 
and transportation, etc., amended with the 
Commission Delegated Regulation (EU) 
2020/1298¹¹ of 13 July 2020.  

The Regulation includes an indicative list of 
factors that may be taken into consideration 
when member states or the Commission 
assess, in a non-discriminatory manner (no 
specific third country is “targeted”), whether 
an FDI is likely to affect the security or public 
order. These factors include effects on critical 
infrastructure¹², technologies¹³ (including 
dual use items) and inputs¹4 , effects related 
to access to sensitive information, including 
personal data, or the ability to control such 
information, or the freedom and pluralism of 
the media. The context and the circumstances 
should also be taken into consideration when 
assessing an FDI, in particular whether 
a foreign investor is controlled directly 
or indirectly by the government of a third 
country. Even a public tender awarding a 
concession for the building and operation of 
critical infrastructure, or privatisation of state 
assets, provided it involves foreign direct 
investments, falls under the scope of the 
Regulation.

When and if a member state and the 
Commission identify a certain potential 
threat to the security or public order, they can 
suggest appropriate measures to mitigate 
such risks or, in exceptional cases, even to 
prohibit an FDI. It is essentially important 
that any suggestion, decision or prohibition 

is made on the basis of a non-discriminatory, 
well–documented, evidence-based procedure. 
The EU framework established with this 
Regulation is not fully equivalent to a national 
screening mechanism, but its aim is, through 
a cooperation mechanism, to identify and 
to address security or public order risks 
that affect at list two MSs or the Union as a 
whole. The Regulation itself does not define 
the terms “security” and “public order”, but it 
refers to and it is consistent with the relevant 
international obligations of the EU under the 
General Agreement on Trade and Services 
(GATS) that allows WTO members to take any 
action which they consider necessary for the 
protection of their essential security interests 
or to protect their public order.

Any foreign direct investment, as defined by 
the European Court of Justice¹5, is covered by 
this screening framework, except “portfolio 
investments” which are not part of the scope 
of the Regulation. FDI can take two forms, 
i.e. Greenfield and mergers and acquisitions 
(M&A). 

Under the EU law, cases where the acquisition 
of an EU target involves a direct investment by 
one or more entities established outside the 
Union fall within the scope of the Regulation, 
while cases only involving investments by 
one or more entities established in the Union 
do not fall within the scope of the Regulation.

The Regulation applies to all EU MSs 
regardless of whether they have a screening 
mechanism or not. It complements the 
screening mechanisms of MSs and it 
strengthens their effectiveness. Yet, the 
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¹6 Official Journal of the European Union (2020) European Commission Communication from the Commission
Guidance to the Member States concerning foreign direct investment and free movement of capital
from third countries, and the protection of Europe’s strategic assets, ahead of the application of
Regulation (EU) 2019/452 (FDI Screening Regulation) https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:52020XC0326(03)&from=EN
¹7 Vigilance is required to ensure that any such FDI does not have any harmful impact on the EU’s capacity to cover 
the health needs of its citizens.
¹8 Investment monitor-FDI screening regulations increase in 2021 (by Naomi Davies)

decision whether to set up a national 
screening mechanism and its design, its 
scope and process, or, where a national 
screening mechanism is in place, whether to 
screen a particular foreign direct investment, 
remains the exclusive responsibility of the 
member state in which the investment is 
planned or completed. Some MSs had a 
screening mechanism in place even before 
the adoption of this Regulation, some are 
currently reforming their mechanisms 
and some are adopting new mechanisms. 
While there is no legal obligation to do so, 
all MSs are invited to have a fully-fledged 
screening mechanism, as highlighted by 
the Commission Guidance to the Member 
States concerning foreign direct investment 
and free movement of capital from third 
countries, and the protection of Europe’s 
strategic assets, ahead of the application 
of Regulation (EU) 2019/452 (FDI Screening 
Regulation)¹6 published in March 2020, 
triggered by another important threat¹7 that 
had erupted all around the globe, and that 
was the COVID-19 pandemic crises.

According to the Regulation, the Commission 
registers and makes publicly available a list 
of member state screening mechanisms, 
while keeping the list up to date. The latest 
data from 31 December 2021 comprise 
information about 18 MS mechanisms (out 
of 27); however, the Commission stated that 
“it is merely a question of time before all 27 
member states have such legislation and 
mechanisms in place”¹8. 

Cooperation is mandatory, which means 
that the MSs have to notify the Commission 
and other MSs of any FDI on their territory 

that is undergoing screening and they have 
to share the required information through 
secure channels using encrypted means of 
communication. If another MS considers 
that a transaction could affect its security 
or public order, it may issue a comment, or 
the Commission can issue an opinion. Even 
if a certain transaction does not undergo the 
screening in the recipient MS, another MS 
or the Commission can issue a comment 
and/or an opinion, based on the information 
they possess, in which case the recipient 
country has to provide the minimum level 
of information without any undue delay, 
through confidential channels. Any lack of 
confidentiality would make it difficult to share 
sensitive information, which is essential for a 
meaningful cooperation. 

The handling of cases among the MSs 
and the Commission occurs through the 
cooperation mechanism established by 
the FDI Screening Regulation in a strictly 
determined procedure and timeframe. If the 
FDI needs to be screened, the first phase 
(notification and collection of additional info) 
can last up to 15 days, while the second 
phase (preparation of a possible Commission 
opinion) could take additional 20 days, or all 
together 35 (calendar) days. The procedure 
is quick, strict and it has to be confidential 
(protected channels of communication), 
which requires a well-defined legal basis, 
an efficient professional and competent 
institutional structure at a national and at 
Commission level.    

Businesses (investors) are not required by 
the Regulation to report their transactions; 
rather, it is the member state that is obliged 
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to do so, using predefined templates drafted 
by the Commission. It is in the interest of 
the investors and their advisors to provide 
complete and accurate information so that 
the screening is done on time and correctly.  
Such information might include personal data 
(identification and contact data, professional 
data and data related to FDI) that are subject 
to data protection rules, where compliance 
with the GDPR¹9 and Regulation (EU) 
2018/1725 should be ensured. 

The final decision on the screened FDI, which 
in any case remains with the MS where 
the investment takes place, is to provide 
due consideration of the comments and 
the opinion in line with its duty of sincere 
cooperation. In the context of projects and 
programmes of Union interest affected by 
the FDI, the Commission’s opinions must be 
taken into “utmost account”. In other words, 
the MSs is obliged to comply with the opinion 
or provide a reason for not doing so.  

The Regulation also establishes an expert 
group to advise the Commission, chaired 
by the Commission and composed of 
representatives of the authorities of the 
member states. The mandate of the group 
is to discuss issues of common interest 
and to exchange best practices and 
lessons learned, as well as to advice the 
Commission on systemic issues relating to 
the implementation of the Regulation. 

In line with the Regulation and all other EU 
laws related to information, the Commission 
does not disclose any information related 
to individual FDI transactions, comments 
or opinion, but it does publish an annual 
report about the implementation of the 

Regulation. The first report was published 
on 23 November 2021, covering the 
manner in which the FDI Regulation was 
implemented one year from its entry into 
force and the manner of practical application 
of export control on dual use products. The 
Commission screened 265 transactions 
reported by MSs, wherein the Commission 
issued an opinion only on 3% of all cases. 
Of the formally screened FDI files, 79% were 
authorised without any conditions, 12% were 
authorised with conditions, 7% were aborted 
and only 2% were prohibited. 

The first Annual Report of the Commission 
was accompanied²0 by an inventory and the 
status in all 27 MSs of the screening of the 
FDI mechanisms established so far, as well 
as ongoing activities to introduce national 
screening mechanisms.

Apart from the annual reports, in order to 
assess the implementation and evaluate the 
functioning of the Regulation, as well as to 
check on the results, the Commission will 
issue a five-year public report, first by 12 
October 2023 and then every five years. 

In parallel to the Report on FDI Screening 
Regulation, the Commission issued a Report 
on the Implementation of Regulation (EU) 
2021/821²¹ setting up a Union regime for 
the control of exports, brokering, technical 
assistance, transit and transfer of dual-
use items, especially cyber-surveillance 
technologies, which pose a risk to the 
national and international security, including 
human rights. Merely mentioning the Report 
on the regulation of dual-use items, without 
delving into its analysis, is due to the fact 
that it is in connection with the extra efforts 

¹9 Regulation (EU) 2016/679 of the European Parliament and of the Council of 27 April 2016 on the protection 
of natural persons with regard to the processing of personal data and on the free movement of such data, and 
repealing Directive 95/46/EC (General Data Protection Regulation)
20 Directorate - General for Trade (2021) Report from the Commission to the European Parliament and the Council 
First Annual Report on the screening of foreign direct investments into the Union, Staff Working Document https://
ec.europa.eu/transparency/documents-register/detail?ref=COM(2021)714&lang=en
²¹ Official Journal of the European Union Regulation (EU) 2021/821 of the European Parliament and the Council 
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32021R0821&from=EN
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exerted by the Union in protecting the overall 
security and the public order of its citizens.

New trends and developments

On a global scale, investment screening has 
become an important element of the new 
national policies with the main objective 
of blocking inward investments by foreign 
companies and individuals, due to concerns 
related to national security, public order and 
even retaining competitiveness. According 
to a paper from Chatham House²² (Vasuki 
Shastry, April, 2022) three of the most current 
developments have placed investment 
screening at the centre of the national 
economic policies: firstly, the rise of China, 
followed by massive investments from state-
owned and private firms in sensitive and non-
sensitive sectors; secondly, the COVID-19 
pandemic, exposing a deep weaknesses in 
the supply chain and the resilience of many 
nations; and thirdly, the Russian invasion 
of Ukraine, which triggered unprecedented 
sanctions by USA and Europe against Russia. 
Since the 2008 global financial crises 
onwards, the world has been witnessing 
growing trade protectionism where FDI 
regulation has become increasingly prevalent. 
According to the UN Conference on Trade 
and Development, World Investment Report 
2021²³, 2020 was e record year in terms of 
FDI restrictions with over 50 new measures 
approved globally in 2020 (compared 
with 21 measures in 2019). According to 
UNIDO²4, in 2021, seven of the top ten FDI 
destinations enhanced their protectionist 
investment policies (US, UK, Australia, China, 
France, Germany, and Spain). In addition, in 

²² Shastry V. (2022) How countries can regulate investment screening? Chatham House https://www.
chathamhouse.org/2022/04/how-countries-can-regulate-investment-screening
²³ World Investment Report 2021 https://unctad.org/webflyer/world-investment-report-2021
24 United Nations Industrial Development Organisation Official Website Investment Monitoring Platform (IMP) 
https://www.unido.org/our-focus/advancing-economic-competitiveness/investing-technology-and-innovation/
investment-and-technology/investment-monitoring-platform-imp
25 https://www.skadden.com/insights/publications/2022/01/2022-insights/regulation-enforcement-and-
investigations/cfius-goes-global
²6 US Department of Treasury Official Website CFIUS Laws and Guidance https://home.treasury.gov/policy-issues/
international/the-committee-on-foreign-investment-in-the-united-states-cfius/cfius-laws-and-guidance
²7 US Department of Treasury (2018) The Foreign Investment Risk Review Modernization Act of 2018 https://
home.treasury.gov/sites/default/files/2018-08/The-Foreign-Investment-Risk-Review-Modernization-Act-of-2018-
FIRRMA_0.pdf

2021, more than a dozen countries enacted 
significantly changed foreign FDI review 
processes, some of them strengthening or 
expanding their mechanisms, and others 
introducing such mechanisms for the first 
time (the Czech Republic, Denmark, the 
Netherlands, Slovakia, and Saudi Arabia). 
UK’s National Security and Investments 
Act (NSIA) took full effect in January 2022, 
wherein Ireland and Norway are expected to 
follow suit.

Several factors could be an explanation for 
the expansion of these reviews (Skaddene’s 
2022 Insights)²5 : recognising the increased 
common threat or concerns about the 
intentions of state-backed investors from 
non-market economies, the EU regulation 
developments (the dramatically expanded 
FDI review and information sharing across 
the EU), the significant role of emerging 
technologies in respect of national security 
and defence, including supply chain 
disruptions, U.S. Government encouragement 
through the facilitation of the harmonisation 
of actions in introducing reliable FDI 
screening mechanisms (CFIUS- Committee 
on Foreign Investment of the United States²6, 
strengthened and modernised through 
FIRRMA - Foreign Investment Risk Review 
Modernisation Act²7) and the continuing 
COVID-19 pandemic. 

The Russian invasion and aggression on 
Ukraine, in a way, helped to strengthen the 
existing and to establish new corridors for 
cooperation between the USA and the EU, 
notably within the Trade and Technology 
Council (TTC). During the European 
Parliament discussion held on 22 March 
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2022 by the EU-U.S. TTC, EVP’s Vestager and 
Dombrovski²8  together stressed the need to 
respond to the Russian aggression and the 
changing world with stronger transatlantic 
political, economic, trade and security ties. 
The main areas of interest for both sides are 
export control, specifically towards Russia, 
management of supply chain disruption 
and replacement of strategic supplies from 
Russia, but also in a wider sense, introduction 
and maintenance of robust investment 
screening mechanisms while concurrently 
expanding the cooperation among the 
authorities, and tackling disinformation and 
cyber-attacks. 

Further on, a novelty launched by the 
European Commission, as a consequence 
of the Russian aggression on Ukraine and 
its partner Belarus, is the new Guidance²9  
to Member States on how to screen foreign 
direct investments from Russia and Belarus 
into the EU, in light of the ongoing military 
conflict in Ukraine. With this legal act the 
member states are reminded that any 
inward FDI that may have a direct or indirect 
connection to Russia or Belarus should be 
scrutinised carefully³0. 

In this FDI Guidance, the Commission is 
putting together the FDI screening and the 
sanctions³¹  that have been imposed on 

Russia and Belarus since the beginning of 
the military aggression against Ukraine. 
The Commission acknowledges that the 
screening and the sanctions are two distinct 
legal instruments with different purposes; 
however, they both call for greater vigilance in 
terms of FDIs from these two countries, both 
from individuals or entities currently subject 
to sanctions. According to the Commission, 
under the current circumstances, there is 
a significant heightened risk that FDI from 
Russia and Belarus may pose a threat to 
the security and public order for the EU as a 
whole. Therefore, the FDI Guidance suggests 
that all MSs have to fully implement the FDI 
Screening Regulation, through the established 
framework for cooperation and the screening 
mechanisms, including the international 
financial institutions in which the EU MSs 
are stakeholders, at the same time ensuring 
compliance with Directive (EU) 2015/849³²  
(the Anti-Money Laundering Directive).  

In addition, in view of the fact that on 23 March 
2022 the Commission adopted a Temporary 
Crises Framework³³ to help MSs to benefit 
from the flexibility provided by the EU state 
aid rules aimed at supporting the economy 
in the context of the Russian aggression, 
the sanctioned Russian-controlled entities 
will be excluded from the scope of these 
measures. In view of the transactions 

²8 European Commission (2022) Speech by Executive Vice-President Dombrovskis at European Parliament 
Discussion on EU-U.S. Trade & Technology Council https://ec.europa.eu/commission/commissioners/2019-2024/
dombrovskis/announcements/speech-executive-vice-president-dombrovskis-european-parliament-discussion-eu-
us-trade-technology_en
²9 Official Journal of the European Union (2022) EUROPEAN COMMISSION COMMUNICATION FROM THE 
COMMISSION Guidance to the Member States concerning foreign direct investment from Russia and Belarus in
view of the military aggression against Ukraine and the restrictive measures laid down in recent
Council Regulations on sanctions (1) https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:52022XC0406(08)&from=EN
³0 Fountoukakos K., et al (2022) Commission issues Guidance on FDI from Russia and Belarus and calls for greater 
scrutiny due to increased risk of harm to security or public order Herbert Smith Freehills https://hsfnotes.com/
crt/2022/04/12/commission-issues-guidance-on-fdi-from-russia-and-belarus-and-calls-for-greater-scrutiny-due-
to-increased-risk-of-harm-to-security-or-public-order/?utm_source=Mondaq&utm_medium=syndication&utm_
campaign=LinkedIn-integration
³¹ The EU adopted five packages of financial, economic and trade sanctions against Russia in order to weaken its 
economic base decreasing its ability to finance the war
³2 Official Journal of the European Union (2015)  DIRECTIVE (EU) 2015/849 OF THE EUROPEAN PARLIAMENT AND 
OF THE COUNCIL https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015L0849&from=EN
³³ An official website of the European Union Communication from the Commission Temporary Crisis Framework 
for State Aid measures to support the economy following the aggression against Ukraine by Russia 2022/C 131 
I/01 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.CI.2022.131.01.0001.01.ENG
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completed between 2015-2021 there are 
around 17.000³4  EU companies controlled by 
Russians, another 7.000 companies where 
they potentially have control and additional 
4.000 companies with minority stakes. The 
risk that some of these companies misuse 
the flexibility of the state aid rules is very high.
In order to avoid any potential chilling effect 
in deterring overall FDI, thus creating ground 
for macroeconomic imbalances, while 
concurrently damaging the reputation of the 
country as an investment secure destination, 
the focus should be only on preventing 
malicious actors from penetrating the 
Western economies through a well-defined 
and transparent procedure. The goal is still to 
keep the door open for constructive investors 
in non-sensitive sectors injecting fresh capital 
which is more than needed to accelerate 
growth and create new jobs. This area is 
very sensitive and complex, and it requires 
great attention and close supervision by the 
respective national and global authorities, 
while introducing FDI screening mechanisms 
that will not just raise the expenses and 
increase the uncertainty among potential 
investors, but, on the contrary, they will create 
a wider legal environment with harmonised 
rules and well-coordinated mechanisms that 
cooperate smoothly among themselves. One 
of the avenues towards that goal is to ensure a 
mutual recognition of the regulatory regimes 
that will allow countries to fast track foreign 
investments in their respective jurisdictions.  
At the moment, OECD  is making an attempt 
to achieve consent on the part of like-minded 
countries in terms of a set of common 
principles that they will agree to follow. The 
world is rapidly changing, and we must follow 

our strategic partner’s investment policies and 
resilience mechanisms.

North Macedonia’s EU membership path

North Macedonia was the first country 
from our region to sign the Stabilization 
and Association Agreement³6 with the 
EU (2001), followed by all other Western 
Balkan countries that also assumed a 
European orientation. The Agreement offered 
asymmetric favourable conditions of trade 
without (almost) any restrictions with the 
EU. That had a decisive importance for our 
irreversible political and economic relations 
with the Union, in political and economic 
terms. North Macedonia became a safe 
place to invest and to develop businesses, 
including as a part of production and supply 
chains with international companies. 

The results are more than obvious. North 
Macedonia is clearly and strategically 
embodied into the Euro-Atlantic structures, 
becoming 30th  member of NATO (2020), a 
member of WTO (2003), part of the Process 
for Stabilization and Association (1999), it 
applied for EU membership (2004), it became 
a candidate country (2005) with the Decision 
(2020) of the Council of the EU to start 
accession negotiations for EU membership, 
and finally it entered in the first phase of 
opening the Intergovernmental Conference 
(IGC) on 19 July 2022. The Stabilization and 
Association Agreement (SAA) with the EU was 
signed (2001), whereupon North Macedonia 
became a free trade area with the EU since 
2011, at the same time extending its relations 
with the EU and the region, through visa 

³4 Official Journal of the European Union (2022) CMMUNICATION FROM THE COMMISSION Guidance to the 
Member States concerning foreign direct investment from Russia and Belarus in view of the military aggression 
against Ukraine and the restrictive measures laid down in recent Council Regulations on sanctions (1) https://eur-
lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52022XC0406(08)&from=EN
³5  https://www.oecd.org/investment/investment-policy/investment-policy-national-security.htm
³6 An official website of the European Union Document 22004A0320(03) https://eur-lex.europa.eu/eli/agree_
internation/2004/239(2)/oj
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liberalization, EFTA and CEFTA Agreements, 
Pan-Euro Mediterranean Convention, Energy 
Community Treaty, Transport Community 
Treaty, etc.

North Macedonia has been a candidate 
for EU membership since 2005, and it is 
systematically aligning its legal system to 
that of the European Union (Art. 68 of the 
Stabilization and Association Agreement³7). 
During these almost 20 years of the SAA 
implementation, the country managed to 
transpose between 40%-45% of the EU acquis 
into its national legal system, while building 
its capacities for correct implementation 
and enforcement of that legislation. 
North Macedonia is part of the European 
Committee for Standardization (CEN) and 
the European Committee for Electrotechnical 
Standardization (CENELEC) and it has already 
endorsed over 25,000 European standards 
and standardization documents, developing 

our quality infrastructure to a level compatible 
with that of the EU and its single market rules. 
All this is making it easier to establish and run 
businesses in North Macedonia, leveraging its 
geographical advantages (a central position 
in the Balkans), its political stability (NATO 
member), as well as engaging its young and 
relatively well educated population.

As a result of this, North Macedonia has 
achieved a high level of trade integration with 
the European Union, wherein the EU is our 
main trading partner accounting for 59.2% 
of the total trade, 77.3% of the total exports 
and 46.2% of the total imports. Furthermore, 
according to the data from the Ministry of 
Economy, the total imports from the EU have 
increased by 286% (from EUR 1.152 billion to 
EUR 4.45 billion) from 2002 to 2021, while our 
exports to the EU grew by 744% (from EUR 
0.634 billion to EUR 5.35 billion) during the 
same period.

By the end of the negotiations, the entire 
acquis (the legal body of the EU) needs to 
be transposed into the Macedonian national 
legal system (primary and secondary 
legislation: founding treaties, regulations, 

³7  https://eur-lex.europa.eu/eli/agree_internation/2004/239(2)/oj

directives, decisions, including all decisions 
of the European Court of Justice). North 
Macedonia will have to align its national 
legislation with that of the EU, during the 
accession negotiations process.
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³8 An explanatory screening was performed between September 2018 and December 2019. The exercise involved 
over 150 national institutions and more than 600 civil servants.
³9 The bilateral screening will be organised in accordance with the new methodology, in six clusters.
40 European Commission Chapters of the Acquis European Neighbourhood Policy and Enlargement Negotiations 
https://ec.europa.eu/neighbourhood-enlargement/enlargement-policy/conditions-membership/chapters-acquis_
en 
4¹ Government of the Republic of North Macedonia NATIONAL PROGRAMME FOR ADOPTION OF THE 
EUROPEAN UNION ACQUIS (NPAA) 2021 - 2025 Secretariat for European Affairs https://www.sep.gov.mk/data/
file/NPAA/NPAA%20ENG%20Final_compressed%20(1).pdf 

The first phase of the negotiations is 
the screening process which consists of 
an explanatory screening³8 (European 
Commission experts  explaining the EU 
legislation to Macedonian experts - more 
than 3600 EU legal acts have been presented 
and explained) and bilateral screening³9 
(Macedonian experts presenting the state 
of play of the acquis transposed into our 
national legal system, including plans for 
the legislation to be transposed or aligned 
with, as well ad the plans for accepting the 
FDI Screening Regulation). According to the 
Calendar, the entire screening exercise, which 
is explanatory and bilateral for all six clusters, 
should be finalised by the end of 2023.

The EU FDI Screening Regulation, as a new 
regulation, was presented by the Commission 
to the Macedonian national experts in March 
2020 as part of the explanatory screening of 
Chapter 30 External Relations40, which falls 
within cluster 6 - External Relations according 
to the new methodology for strengthened 
accession negotiations

However, the Government of North 
Macedonia and its competent institutions 
have not yet made a plan for the introduction 
of this mechanism, while the Secretariat 
for European Affairs has not taken it into 
consideration during the preparation of our 
National Plan for the Adoption of the Acquis 
2021-2025 (NPAA4¹). North Macedonia 
will have to present its plans at the bilateral 
screening meeting when presenting Cluster 6 
(External Relations), consisting of Chapter 30 
(External Relations) and Chapter 31 (Foreign, 
Security and Defence Policy).

The EU regulations have a direct application 
throughout the EU and in all its member 

states, obliging them to enable their national 
functional and effective mechanism to 
cooperate with similar systems in all other 
member states and with the European 
Commission relevant services. North 
Macedonia has just started the accession 
negotiations with the EU. The country 
needs to be prepared for a full application 
of the FDI Screening Regulation well on time 
before becoming a full-fledged EU member 
state, especially in times when geopolitical 
considerations are high on the Transatlantic 
Agenda. Therefore, for North Macedonia the 
question is not “if” but “when” to introduce 
FDI SM. Having in mind that the country does 
not have any institutionalized instrument 
for assessing FDI makes North Macedonia 
and its market economy very vulnerable to 
foreign influences. 

The implementation of this Regulation would 
be a question of practical nature, especially 
if one observes the issue solely from an 
economic point of view. Basically, it becomes 
a question of quantity vs. quality of FDIs. 
However, these are extraordinary times when 
the international rule-based order as we knew 
it is under a threat with the Russian invasion 
of Ukraine. 

At first sight, it may seem that the country will 
lose inflow of FDIs because of the introduction 
of FDISM. Most likely, that would be correct. 
With a bigger quantity, however, “corrosive 
capital” may enter the country producing all 
the accompanying adverse effects. On the 
other hand, the prompt introduction of FDISM 
will substantially increase the protection of 
society and the economy against “corrosive 
capital”. The country will benefit from the 
inflow of quality FDIs, i.e. those that can “pass 
the test” of the FDISM. Hence, on a net basis, 
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the lost quantity will be compensated by the 
better quality of FDIs, which will produce less 
corruption and better functioning institutions 
in the longer run, thus providing for a better 
economic environment for all the economic 
agents in society.

Given these circumstances and being a 
member of NATO and a candidate country for 
EU membership, the introduction of FDISM in 
North Macedonia should become a policy 
priority for the protection of the national 
security and the strategic assets.   

The necessity for developing FDI SM in North 
Macedonia is omnipresent and it is becoming 
paramount having in mind the: 

• latest geostrategic developments and 
disruptions in the region; 

• rising EU scepticism; 
• increased economic role of Serbia in 

the region and its inconsistency with EU 
foreign policy;

• legislative gap and non-compliance with 
the EU acquis, coupled with the voluntary 
interpretations of legislation by the 
institutional stakeholders and

• underdeveloped administrative capacity, 
leading to an increased risk of corruption 
and a lack of transparency.

Targeted industries

The sectors where a screening mechanism 
is most commonly applied in the EU member 
states are as follows: energy transport, 
nuclear installations, air transport, port 
activities, banking services, financial markets, 
management activities of tech business 
campuses, the supply of critical resources, 
including energy or raw materials, food 
safety, medical and protective equipment, 
freedom and pluralism of the media, as well 

as companies active in the area of sensitive 
technology, including, in any case, providers 
of strategic goods (dual-use and military) of 
which the export is subject to export controls. 

Investments in vital providers and companies 
active in the area of sensitive technology can 
lead to national security risks (such as the 
disruption of vital processes and the creation 
of strategic dependencies). The main 
concern is around civil-military integration 
of technology. Most of the electronics 
sector is potentially applicable for dual-
use. Access to technology, know-how and 
production is something EU governments 
are very concerned about for all nations with 
whom they do not have friendly diplomatic 
relationships. It is particularly important to 
have a clear definition and distinction between 
various economic and industrial sectors 
and activities in the country. Moreover, clear 
criteria and classification are required to 
arrange these sectors based on the level of 
strategic or non-strategic importance.

The following is a non-exhaustive list of such 
sectors with some general definitions of their 
relative importance to the economic, political, 
and social and security concerns of North 
Macedonia:

AGRICULTURE AND FARMING – This is 
a strategic sector increasingly gaining 
importance in light of the ongoing global food 
demand and negatively impacting climate 
change. The way agricultural land is provided 
for use (through purchase or lease programs) 
to various companies can define the ability of 
the country to satisfy and meet its minimum 
demands for strategic foodstuffs (crops, milk, 
eggs, meat, etc). Close control is paramount 
to ensure proper usage of the land and 
suitable production amounts for satisfying 
the local needs. 
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FOOD PROCESSING AND PRODUCTION – 
Adequate local supply of flour, bread, dairy, 
processed meat products, cooking oil, etc. 
at local market adjusted prices is of utmost 
importance to ensure welfare and stability. Due 
to the insufficient local production capacities, 
this aspect becomes of extreme importance 
with the onset of the war in Ukraine, where the 
support from neighbouring Serbia contributes 
to the partial alleviation of the basic food 
ingredient needs.   

ENERGY – The subsectors included in the 
energy sector are local electricity production, 
transmission and distribution, fossil fuel 
distribution (oil and gas), and household 
central heating (where available – e.g. central 
heating in Skopje). Uninterrupted energy 
supply is one of the utmost priorities for the 
functioning of the country and its economy. 
Based on the 2020 research of all European 
countries, North Macedonia, along with 
Bosnia & Herzegovina and Moldavia, is the 
highest ranking with a 100% dependence on 
gas supply from Russia4² . LUKOIL, a Russian 
oil company, is the second largest oil derivative 
distributer in the country.

COMMUNICATION AND MEDIA – The 
telecommunication and internet infrastructure 
is the modern backbone of every society. 
Proven set-up, upgrade and development, 
maintenance and control are necessary 
prerequisites for a well-functioning 
communication environment. In today’s world 
filled with fake news and misinformation, an 
increasing importance is being assigned to 
proper ownership take-over and oversight of 
media outlets and contents, as well as a safe 
and adequate media and communication 
environment. 

TRANSPORT AND INFRASTRUCTURE – 
Roads, railroads and airports form the classic 
backbone of every country. Efficient movement 

of people and goods ensures an uninterrupted 
functioning of the economy. The construction 
and/or ownership of toll and regular roads, 
railroads, airports, railways and transport 
companies should be carefully monitored, 
both from the ownership and the operation 
perspective. The consequences of improper 
investment/loan financing deals with foreign 
SOEs may lead to huge project postponements 
and delays, as well as jeopardize the regional 
economic development (e.g. the long-lasting 
construction of the Ohrid-Kicevo highway by 
the Chinese company SINOHYDRO).  

CONSTRUCTION MATERIALS – Having in 
mind that most of the heavy construction 
materials are acquired in the general 
proximity of the construction sites, it is of 
utmost importance for such materials to be 
transparently procured and readily available at 
any time. 

NATURAL RESOURCES – MINING – Despite 
the fact that Macedonia is not a country with 
an abundance of natural resources, mines and 
mine concessions should be transparently 
acquired based on a proper background 
check. Several arbitration lawsuits against the 
state have been initiated over the last 5 years.

WATER RESOURCES – Water usage can be 
classified as: drinking (tap) water, bottled 
water, water use for energy generation and 
water use for irrigation. Ownership and control 
in all these sectors need to be systematically 
regulated and supervised. 

DEFENCE – This is already a highly regulated 
field, especially after the obtaining of NATO 
membership by the country in 2020.  It is 
further gaining a focal position and importance 
after the onset of the Ukrainian war.

HEALTH CARE AND LIFE SCIENCES – 
Apart from the public healthcare sector, 

42 Statista Official Website Share of gas supply from Russia in Europe in 2021, by selected country https://www.
statista.com/statistics/1201743/russian-gas-dependence-in-europe-by-country/ 
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there is a thriving private healthcare sector 
(general and specialty hospitals, ambulances 
and outpatient hospitals, testing labs, 
dental clinics, etc.). All of these need to be 
highly regulated with a proper ownership 
background check. For instance, can 
ALKALOID be sold to a foreign entity through 
a legally binding stock market transaction 
without a prior approval? In a similar case, the 
British Government intervened against the 
PFIZER takeover of ASTRA ZENECA in 2014.
 
HEAVY INDUSTRY (METALLURGY SECTOR) 
– Despite the fact that this sector is already 
under complete foreign ownership, any future 
transactions (change or ownership) or new 
investments should be carefully reviewed 
and approved under a set of clearly defined 
criteria. 

LIGHT INDUSTRY (AUTOMOTIVE) –Aas the 
most technologically advanced and export 
intensive industry in North Macedonia, 
employing a large number of people, proper 
scrutiny is necessary upon potential entry of 
new players with an ambiguous ownership 
structure due to the fact that the main OEMs 
in the EU are partially dependent on and 
interlinked with the supply chain coming from 
the country and the region.    

FMCG – The ownership of companies 
involved in the production, distribution and 
retail of FMCG goods, especially but not 
limited to large and relevant local players, 
should be carefully monitored to prevent 
possibly any disruption of the supply chain 
and the retail availability to end consumers. 
Namely, should a foreign takeover of 
companies like TINEX and KAM markets 
be somehow controlled and regulated? The 
situation with food production, distribution 
and retail concentration in the AGROKOR 

case disrupted the whole sector in Croatia 
and the wider region (Slovenia, Bosnia and 
Herzegovina, Serbia and even Montenegro).

INFORMATION TECHNOLOGY – This is a 
fast growing industry with already present 
prominent foreign investors in software 
development. Due to the forthcoming 
digitalization of major public services and 
agencies  announced by the government, the 
reasonable wage costs for young engineers 
and the development of AI supported by the 
5G infrastructure may have a huge impact 
in the future for the economic system. 
Additionally, the Government has proposed 
abolition of the Personal Income Tax for 
IT companies in order to further boost the 
attractiveness of this sector. 

BANKING AND FINANCIAL INSTITUTIONS – 
This sector is probably the most regulated of 
all due to strict adherence to the EU and the 
international framework of control, scrutiny 
and regulation. All transactions above a 
predetermined low threshold limit value need 
to approved and confirmed by the Central 
Bank (the banking sector) or the ASO Agency 
for insurance supervision (the insurance 
sector). After the imposition of financial 
sanctions on Russia and Belarus, many 
companies are seeking to open residential 
and non-residential accounts in Serbia in 
order to circumvent sanctions.  

EDUCATION – Numerous local and 
international education (elementary, high 
school and university) and childcare entities 
are already present on the local market. 
Processes related to market entry, education 
program development and approval, as 
well as continuous supervision, are lacking. 
Formal and informal educational centres in 
the secondary and higher education from 
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third countries were established and are 
functional in North Macedonia (International 
Slavic University – Sv. Nikole, Yahya Kemal 
College – Skopje, Gostivar and Struga, 
religious schools financed and influenced by 
NGOs from Qatar, Saudi Arabia, etc.)

WASTE DISPOSAL/TREATMENT AND 
RECYCLING – In the recent past, companies 
with a suspicious background won 
government/municipal tenders for operating 
landfills. A detailed approval and control 
process needs to be implemented for any 
future companies operating in these fields.

Current institutional structure

There is neither a single law regulating foreign 
investments nor a one-stop-shop website 
which provides all relevant laws, rules, 
procedures, and reporting requirements for 
investors. Instead, the legal framework is 
comprised of a number of laws including: 
the Law on Trade Companies; the Law on 
Securities; the Law on Income Law; the 
Customs Law; the Law on Value Added Tax 
(VAT); the Law on Commerce; the Law on 
Acquiring Shareholding Companies; the Law 
on Foreign Exchange Operations; the Law 
on Payment Operations; the Law on Foreign 
Loan Relations; the Law on Privatization of 
State-owned Capital; the Law on Investment 
Funds; the Banking Law; the Labour Law; 
the Law on Financial Discipline; the Law on 
Financial Support of Investments; and the 
Law on Technological Industrial Development 
Zones (free economic zones).

The following is a list of state authorities, 
agencies or institutions (including regulatory 
bodies) that have or may potentially have a 
decision-making or approval role in the FDI 
attraction and screening process.

THE COMMITTEE ON ECONOMIC AFFAIRS is 
a standing body in the Parliament, composed 
of 9 MPs and their deputies, responsible 
for issues related to: foreign investments, 
ownership transformation, measures against 
a monopolistic position on the market, 
consumer protection, concessions and 
mergers.

THE COMMISSION FOR PROTECTION 
OF COMPETITION is a supervisory body 
elected by the Parliament, which carries 
out control in accordance with the Law on 
Protection of Competition and the Law on 
State Aid Control. In exercising its duties, 
the Commission examines the existence of 
unlawful concentration, a dominant market 
position and distortion of competition, as 
well as the permissibility of individual aid for 
investors and state aid schemes.

THE GOVERNMENT, mostly through the 
activities of the Cabinet of the Deputy Prime 
Minister in charge of economic affairs, the 
coordination of economic departments 
and investments and the Committee for 
Economic System and Current Economic 
Policy, has competencies in drafting new and 
amending existing laws and regulations in 
the field of economy; designing development 
policies, strategic priorities and measures 
for their implementation; encouraging a 
sustainable scientific and technological 
development; providing guidance on 
international economic relations; guiding the 
process of integration of Macedonia in the 
EU and the harmonization of the national 
policy with the EU policies. Additionally, 
the Commission for Strategic Investment 
Projects was established after the adoption of 
the Law on Strategic Investments in January 
2020. The Commission reviews and evaluates 
the requests for determining the status of a 
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strategic investment project, establishes 
an operational group for each individual 
project, monitors the implementation 
of the strategic investment projects, 
negotiates with the strategic investors, etc. 
The main strategic areas foreseen by the 
Law are energy, infrastructure, transport 
and telecommunications, manufacturing 
industry, agriculture, forestry and water 
resources, food industry, health, industrial 
and technology parks, wastewater and 
waste management, IT zones, etc.

THE MINISTRY OF ECONOMY monitors the 
international economic movements, as well 
as their impact on the economic conditions 
in Macedonia, undertakes measures against 
the monopolistic positions/behaviour of 
various economic operators, monitors 
and regulates the energy sector. Together 
with the Ministry of Finance, it provides 
feedback and guidance on proposals 
received by the Government for investment 
agreements related to state aid with foreign 
investors. This ministry is also in charge of 
concessions for mineral resources.

THE MINISTRY OF FINANCE is in charge 
of the customs system, the system of 
financial institutions, accounting, auditing 
and payment operations, international 
financial relations and cooperation with the 
EU. Relevant bodies within the Ministry are:

• THE CUSTOMS OFFICE cooperates 
and exchanges information with other 
Government bodies, domestic and 
foreign,  while conducting control and 
investigatory procedures related to 
foreign goods entering the country;

• THE PUBLIC REVENUE OFFICE 
cooperates with tax authorities 
from other countries and provides 

international legal assistance in tax 
cases, supervises the implementation 
of the Law on Prevention of Money 
Laundering and Other Proceeds from 
Crime and Financing of Terrorism and 
the obligations arising from the Law on 
Mineral Resources;

• THE FINANCIAL POLICE cooperates 
with related international investigative 
bodies, provides expert findings and 
opinions, conducts investigations and 
examinations of properties and property 
status based on public data and registers, 
detects criminal offenses in the field of 
organized financial crime and offenses 
prosecuted ex officio (tax evasion, money 
laundering and other proceeds from 
crime, tax, banking, insurance, stock 
exchange, customs and other fraudulent 
activities), investigates serious forms of 
corruption, abuse of official position and 
authority, or any conduct to the detriment 
of budget, including bribery related 
activities;

• THE PUBLIC PROCUREMENT BUREAU 
monitors and analyzes the implementation 
of the Law on Public Procurement and 
other public procurement regulations and 
the functioning of the public procurement 
system. It also undertakes measures to 
improve, streamline and optimize the 
public procurement process, cooperates 
with international institutions and other 
foreign entities on matters related to the 
development of the public procurement 
activities, plans and coordinates foreign 
technical assistance in the field of public 
procurement (Article 19 of the Law on 
Public Procurement provides rules for 
procurements that include aspects of 
defence and security!);
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THE MINISTRY OF TRANSPORT AND 
COMMUNICATIONS is responsible for the 
implementation of major infrastructure 
projects related to road, rail, air and 
water traffic, which are of particular 
importance for the national economy. Their 
additional competencies are in the field 
of telecommunication and broadcasting 
infrastructure;
THE MINISTRY OF INTERNAL AFFAIRS, 
through the Directorate for Public Security, i.e. 
the Sector for International Police Cooperation, 
performs international coordination of the 
law enforcement bodies that are responsible 
for detecting and prosecuting perpetrators 
of crime. The Bureau for Cooperation with 
NATO and Security of Classified Information 
has been established within the Ministry 
and it is responsible for activities related to 
the implementation of tasks in accordance 
with the Action Plan for Macedonia's NATO 
membership and EU integration;

THE MINISTRY OF AGRICULTURE, 
FORESTRY AND WATER ECONOMY is 
responsible for the usage, protection and 
re-purposing of limited natural resources: 
agricultural land, forests and pastures. In the 
recent past there has been an ongoing semi-
legal process of acquiring state or private 
owned agricultural land and its conversion 
to construction land for the purposes of 
solar energy plants, thereby decreasing 
the availability of agricultural land and food 
production;

THE MINISTRY OF ENVIRONMENT AND 
PHYSICAL PLANNING regulates the usage 
of water resources, waste management and 
physical planning; 

THE NATIONAL BANK  records and monitors 
foreign credit operations and prepares the 
balance of payments of Macedonia, collects 
and prepares statistical data for the purpose 

of performing the tasks in accordance with 
the law, supervises the regulation of the 
foreign exchange operations, provision of 
money transfer services, money laundering 
prevention systems and consumer protection, 
in accordance with relevant regulations; 

THE INSURANCE SUPERVISION AGENCY 
(ISA) is authorized to perform supervision 
over the insurance undertakings, insurance 
brokerage companies, insurance agencies, 
insurance brokers and agents, all the related 
parties defined by the Law on Insurance 
Supervision, as well as supervision over the 
activities of the National Insurance Bureau 
(the Green Card Bureau). The ISA is also 
authorized to issue and withdraw licenses, 
consents, to issue measures and sanctions, 
to adopt secondary insurance regulations 
and to propose amendments of the primary 
insurance regulation;

THE CENTRAL DEPOSITARY lists every 
shareholder in joint stock companies and 
provides clear and transparent ownership 
structure that can be further used for 
analyses, control and scrutiny;

THE SECURITIES AND EXCHANGE 
COMMISSION regulates trading on the stock 
exchanges, issues all relevant permits and 
approvals according to the Law on Securities, 
monitors and controls the functioning and 
the operations of the participants in the 
securities market;

THE MINISTRY OF FOREIGN AFFAIRS, 
based on the latest restructuration of the 
FDI attraction process, has reinvigorated the 
Economic Diplomacy Department. This body 
has now replaced the network of economic 
promoters working under the auspices of 
Invest Macedonia in the past. The economic 
diplomacy team is responsible for export 
promotion of Macedonian products and 
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investment promotion in focused and 
strategically chosen countries. The Ministry 
collects and records general information on 
trade exchange and economic indicators with 
other countries and regions. The Ministry also 
has a pivotal role in the process of obtaining 
Macedonian citizenship based on an 
investment of over EUR 400K and job creation 
in the country; 

THE AGENCY FOR ELECTRONIC 
COMMUNICATIONS is a regulatory body 
with a role to create favourable conditions for 
effective and sustainable competition in the 
electronic communications market in order 
to serve the interests of the end users, the 
economy as a whole and the communications 
industry, through an effective, prudent, 
transparent, and proactive application of 
regulatory tools; 

THE AGENCY FOR FOREIGN INVESTMENTS 
AND EXPORT PROMOTION (INVEST NORTH 
MACEDONIA) is responsible for attracting 
foreign investments and supporting the export 
promotion of Macedonia, mostly outside 
the TID zones. It has the authority to grant 
state aid based on a government approval of 
submitted detailed investors’ business plans; 

THE DIRECTORATE FOR TECHNOLOGICAL 
INDUSTRIAL DEVELOPMENT ZONES (DTIDZ) 
is in charge of developing and managing the 
TID zones, granting state aid to the users 
of the zones, controlling their activities and 
attracting new foreign investments, primarily 
in light manufacturing industries. Over the last 
period, the majority of its activity has been 
focused on supporting expansion projects 
from existing investors. The policy advocacy 
role that DTIDZ should have along with Invest 
Macedonia has not been rolled out and 
utilized effectively. 

A historical overview of FDIs in North 
Macedonia

The FDI attraction process in North 
Macedonia can be structured in 3 distinctive 
periods, based on the local and regional 
economic situation, the national priorities, 
as well as the general political sentiment 
towards FDIs:

1991-2006 – Privatization and post-
socialist transitions 

During the period from the country’s 
independence in 1991 until 2006, FDIs in 
Macedonia were mostly concentrated on 
purchasing and/or acquisition of state-
owned entities by foreign companies 
(banking & insurance, telecommunications, 
natural resource extraction and processing, 
electricity distribution, oil refining, etc.). Other 
countries in Eastern Europe used the post-
communism period for a quick transition to a 
market oriented economy and FDI attraction, 
mostly from Western Europe and North 
America by utilizing its competitive advantage 
of geographic proximity to main EU markets, 
the low wages and the abundance of a 
technically skilled labour force. The prolonged 
process of the privatization of state-owned 
enterprises (SOEs) by local businessmen 
lacking international acumen and an ability 
to further develop these companies, the 
politically driven trade and oil embargo from 
Greece, the violent break-up of Yugoslavia 
and the continued neighbouring conflicts in 
Bosnia and Kosovo, the international trade 
embargo on our largest trading partner 
at the time - Serbia, etc. did not create a 
conducive environment to FDI attraction and 
a fast economic development. Therefore, 
Macedonia basically lost these 15 years in 
the race for FDI attraction.
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2006-2016 – Active FDI promotion/
attraction 

Coming late to the FDI attraction game, 
significant efforts and resources were 
necessary to improve the business climate 
and promote the investment opportunities 
in the country. In parallel with the continuous 
improvement of Macedonia’s standing on 
the World Bank Doing Business Index (from 
Global ranking of #81 in 2006 to #10 in 2017) 
and the establishment of a professional and 
apolitical investment attraction structure 
(FDI ministers, a strengthened Investment 
Promotion Agency – Investment North 
Macedonia and Free Zones Authority), 
proactive investment promotion through 
global media advertising, roadshows and 
presence at international fairs and industry 
conferences took place. With a major focus on 
light manufacturing (automotive components 
and electronics), numerous global players 
established production plants throughout 
the country (both in and outside the free 
zones), with specific attention on the regional 
geographic distribution in utilizing suitable 
labour pools. Even though the FDI values in 
this period were relatively low as % of GDP 
and as compared to the surrounding region 
– the Western Balkans and Bulgaria, it has to 
be noted that the majority of these inflows 
were related to the creation of factories, 
rather than investments in real estate and 
tourism related properties, privatization or oil 
and gas exploitation, as was the case in the 
countries in the region. Both labour as well as 
capital intensive companies were attracted 
during this period in order to address the high 
unemployment levels, but at the same time 
to also absorb the underutilized technically 
skilled people and reduce the brain drain 
tendencies.  All of these efforts put North 
Macedonia on the regional FDI map and 
placed the country as a respected competitor 

of Serbia, Eastern Europe (EU members 
states, Ukraine and Moldova) and North 
Africa (Morocco and Tunisia), especially in 
the automotive industry. 

Even though the total amounts of provided 
state aid on an individual company level were 
in line with the local state aid legislation – (Law 
on Technological Industrial Development 
Zones and the Law on State Aid Control) and 
general EU guidelines and limits, the aid was 
usually provided on an individual and ad-hoc 
basis and it lacked transparency.     
    
2017-present – Equal treatment of foreign 
and domestic companies

Over the last 5 years, proactive FDI attraction 
has not been in the focus. The FDI ministers 
were phased out from the Government and 
the overall promotional activities consisting 
of road shows, global media FDI presence and 
direct company outreach were abolished. The 
majority of the new FDIs are re-investments 
from existing companies, company 
investment decisions based on internal 
analyses rather than the Government’s efforts 
aimed at attracting investments in real estate 
(numerous shopping malls and residential 
developments, especially in Skopje). Based on 
the new approach with the Law on Financial 
Support for Investments, both foreign and 
domestic companies were offered a lucrative 
incentive (CAPEX and job-creation grants and 
tax refunds) and the investment efforts were 
not directed only towards FDIs. Even though 
the new legislation does provide a form of a 
state aid scheme, most of the newly signed 
and approved investment contracts are on an 
individual basis based on direct negotiations 
with the Government. An additional area of 
interest during this period is the area of ICT 
and business process outsourcing (BPO) 
investments, including call centres. 
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The EU annual report points to non-
compliance with the Law on Financial 
Support of Investments and the Law on 
Strategic Investments. The policy objective 
and the discretionary power set forth in 
the law remain vague4³. Despite the six 
(6) Government decisions on strategic 
investment that have been publically 
announced, there is only one lex specialis 
bill passed by the Parliament (the Bechtel-
Enka highway). This bill was also approved 
by the Constitutional Court after the initiative 
launched by the State Anti-Corruption 
Commission.    

There is no formal evidence or a prescribed 
procedure in support of the finding from 
the 2021 Investment Climate Statement 
of the U.S. Department of State that large 
companies worth more than $1 billion can 
negotiate terms different from the standard 
incentive scheme. 

During 2020 and 2021, attracting FDI 
remained one of the Government’s main 
pillars of economic growth and job 
creation, although the COVID-19 pandemic 
downsized the potential for engaging with 
potential investors in person. According 
to the U.S. Investment Climate Statement 
2021 , there are no laws or practices that 
discriminate against foreign investors. 
Foreign investors can invest directly in all 
industry and business sectors except those 
limited by law. For instance, investment in 
the production of weapons and narcotics 
remains subject to government approval, 
while investors in sectors such as banking, 
financial services, insurance, and energy 
must meet certain licensing requirements 
that apply equally to domestic and foreign 
investors. All legal entities in the country 
must register with the Central Registry of the 
Republic of Macedonia (Central Registry).

The Government has made progress 
adopting reform priorities called for by 
the EU, NATO and other bodies, leading to 
well-defined laws, institutional structures 
and regulatory legal frameworks. The 
Government is implementing reforms 
designed to avoid frequent regulatory 
and legislative changes, coupled with 
inconsistent interpretations of the rules, 
which create an unpredictable business 
environment that enables corruption. Rule-
making and regulatory authorities reside 
within the governmental ministries, the 
regulatory agencies and the Parliament. 
Almost all regulations most relevant to 
foreign businesses apply at a national level. 
The Government has systems in place to 
regularly communicate and consult with the 
business community and other stakeholders 
before amending and adopting legislation. 

Way forward

The FDI Screening Regulation is part 
of the accession negotiations and, as a 
regulation, it will be directly applicable to 
North Macedonia as well; therefore, it is 
necessary to be prepared in due time. North 
Macedonia will have to accept the entire 
EU acquis, including the FDI Screening 
Regulation. The political decision is not a 
question of whether, but rather when. The 
Regulation is complex and its importance 
is growing in the constantly changing world. 
The implementation of this Regulation 
requires legal, institutional and procedural 
preparations, including adequate staff 
anchored at the decision-making level of the 
Government. There are fiscal implications 
associated with its implementation, 
especially taking into consideration the 
sensitivity of the communicated information 
related to potential FDI from the highest 
political level.  
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• Analysing the fiscal consequences related to 
the Government investment in establishing a 
legal model, recruiting people, preparing the 
institutional aspects (including the technical 
ones), training the staff and introducing 
appropriate safe communication tools etc. 

In parallel with the preparations for policy 
decisions, but certainly before the decisions 
are taken, the Government is advised to start 
with the following measures:

• Carry out an in-depth analysis of foreign 
direct investment flows into North 
Macedonia, especially in strategic 
sectors (e.g. energy, transport) or assets 
(technologies and inputs linked to 
strategic sectors, critical infrastructures 
across sectors, sensitive data) that may 
raise concerns in the areas of security, 
public order and/or control of critical 
assets, in particular when the investor is 
owned or controlled by a third country, or 
benefits from significant state subsidies;

• Set up a coordination group dedicated to 
inward foreign direct investment, chaired 
by the Prime Minister and composed of 
representatives of the key institutions. 
It should be active in particular in the 
following areas:

o identification of sectors and assets 
that have strategic implications from 
the perspective of security, public 
order and/or control of critical assets 
at national level, cross-border level 
or at EU level (building on the list of 
projects or programmes of Union 
interest),

o exchange information and analyses 
related to foreign direct investments, 

Based on this, the following steps for 
the implementation of the FDI Screening 
Regulation should be considered:

• Conducting an analysis of the 
Regulation and the requirements for its 
implementation in North Macedonia, 
including a comparative overview of the 
most relevant countries that will ensure 
reaching an informed political decision;

•  Engaging in an open and transparent 
discussion at a political, policy and 
expert level with relevant state and non-
state stakeholders to prepare the ground 
for a policy decision, that will provide a 
coherent framework to screen foreign 
direct investment on grounds of security 
and public order, effectively addressing 
cases of foreign direct investment that 
may cause risk;

•  Proposing a legislative model 
introducing an FDI screening mechanism, 
including an institutional mechanism 
with adequate human and technical 
capacities to execute its responsibilities 
and competences. The Government 
needs to choose a model that fits the 
Macedonian political and administrative 
system best, while allowing for a close 
cooperation with the EU member states 
and the European Commission, including 
exchange of information through secure 
communication channels, thus preventing 
any circumvention of the national foreign 
direct investments screening mechanism;

•  Deciding on the institutional mechanism, 
division of responsibilities and legal 
procedures;
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including the motives for investment, 
the geographic origin and the sources 
of financing (public or private),

o issues of common concern, including 
level playing field issues such as 
subsidies and other practices by 
third countries facilitating strategic 
acquisitions, 

o best practices and lessons learned 
from some member states for 
screening foreign direct investments, 
and

o opportunities for cooperation with 
third countries with shared interests 
and shared challenges in respect 
of the impact of foreign direct 
investments on the security and 
public order.

• The Government needs to keep the business 
community well and timely informed and 
involved by means of establishing a joint 
working group of representatives from the 
key state institutions and representatives 
from all chambers of commerce and the 
Foreign Investors Council operating in 
the country on the need to accept the FDI 
Screening Regulation at an appropriate 
time when all legal and institutional 
requirements are in place to ensure 
effective cooperation and coordination 
with the EU FDI mechanism, as well as 
with the FDI screening mechanisms of 
other strategic partners such as the United 
States of America, the United Kingdom and 
others.
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