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ABSTRACT 

 

The end of "supervised independence" in 2012 and the closure of the International Civilian 

Office (ICO) submitted successfully, and so far 98 countries have recognized Kosovo's 

statehood. Governmental institutions, in particular the central level, continue to strengthen their 

operations, while decentralization of power in the municipalities is strengthens local governance 

and democratic development. Kosovo has a fairly well developed framework of laws and 

policies, although their implementation often stagnate. During the past three years began initial 

reforms within the judiciary. There has been progress in the administration of competitive 

elections and this work is carried out mainly in accordance with international standards, although 

the risk remains that the irregularities in the elections to promote conflict. However, at 

international level, and progress towards achieving, Kosovo still lacks official recognition from 

many countries. This has hampered Kosovo's membership in the United Nations and other 

international organizations and has become the European Union to adopt a policy of "neutral 

status" on Kosovo, which hinders its possibilities in promoting comprehensive development of 

the country. This non-state run by the will of Serbia to recognize Kosovo's independence and to 

discontinue its support illegal structures governing Serb majority municipalities. Recent reports 

about the process of negotiations between Kosovo and Serbia indicate the possibility of 

normalizing relations, but progress is being achieved with difficulty. So far, the system "parallel" 

government in the Serb-majority areas remains a factor of instability. 
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INTRODUCTION 

 

Despite institutional reforms are still shortcomings in implementation, although in general there 

is an adequate framework of laws and regulations. The independence of the judiciary and the rule 

of law remains weak, while continuing inefficiency within the system makes the judicial branch 

not play its role effectively as a counterweight to the executive branch. Members of the 

Legislature (Assembly or National Assembly) have limited autonomy, and political landscape 

remains dominated by the executive branch and the leaders of political parties. Kosovo 

Assembly has inadequate capacity for analysis, to design legislation and to provide oversight 

(law enforcement). Progress on the transfer of powers and responsibilities from central hampered 

by municipal administrations that have disabilities in the provision of efficient public services, 

but also by civil servants who follow political interests in the burden of the electorate. The 

education system in Kosovo does not address the educational needs and requirements for training 

the youngest population in Europe, and this weakness in the system is an obstacle to the 

development of the state comprehensive. 

 

Kosovo remains the poorest economy in the region and face high levels of poverty, mass 

unemployment (which on average is estimated to be 45%, in contrast to the example of 
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Macedonia and Albania with 37% to 14%), heavy dependence on imports and very small sector 

export, and lack of energy. Gross national income (GNI) per capita estimated at $ 3.520, and thus 

Kosovo is ranked 93 in the world, behind Macedonia, Albania, Serbia and Bosnia and 

Herzegovina. 

 

The economy continued with a growth rate of 3-5% for nearly a decade until 2011. Statistical 

Agency of Kosovo (KSA) estimated that during this three-year (2013-2015) the economy will 

grow on average 4.7%, which is the highest average rate among the economies of Eastern 

Europe. However, the pace of growth at all is not enough to have significant effects on poverty 

and unemployment. For example, the World Bank or accounts that Kosovo would have to at 

least double the growth rate and achieve at least 12% growth per year for a decade to reach the 

current level of Gross Domestic Product (GDP) of Montenegro Black per capita. In short, the 

gap in income between Kosovo and other countries of Eastern Europe are likely to remain deeply 

opposed to greater growth. 

 

Kosovo is making steady progress and significant macro-economic restructuring of the first 

phase (price liberalization, reforms in trade and foreign exchange and privatization) and in the 

second phase (competitive policies and reforms the enterprise, the banking system, infrastructure 

and financial reforms outside the bank). The country is quite stable economic performance, 

although the budget deficit in 2011 was increased to 4% of GDP. The collection of taxes has 

improved by 4% during 2012, compared with the same period a year ago. However in 2012 the 

Kosovo Government spending exceeded revenues, which result in a deficit of over 2%, and the 

Ministry of Finance (MoF) accounts that costs will continue to exceed revenues over the next 

three years. This rapid increase in public spending for now is the main force behind the growth 

of investment drivers. Private investment has remained at 20-22% of GDP for the past five years, 

while public investment increased from 5% to 12% of GDP. 

 

Economic activity is concentrated mainly in the services sector which is expanding as a result of 

the high level of remittances and the large international presence in Kosovo. Still there has been 

substantial investment in the productive sector trade goods. 

 

Achievements of USAID 

 

Although continue development problems, USAID can be proud of the progress which has 

helped to achieve. In an environment where the implementation of USAID programs done 

through extremely good relations work, the Agency since 1999 has implemented a broad 

portfolio of projects which focus on the establishment of democratic institutions, the 

development of economic institutions and the private sector , improving the ability of the 

government in managing the energy sector, the reconstruction of the education system and 

community infrastructure. 

 

The main technical assistance was provided to help draft the constitution, the establishment of a 

constitutional court and the establishment of the electoral system. Also with the help of USAID 

is well established methodology for reducing the old court cases. USAID Kosovo has helped 

revitalize civil society through assistance and training resource center for non-governmental 

organizations (NGOs). USAID has assisted in the establishment of the Administrative Office of 
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Northern Mitrovica (MNAO) is the first local institution of the Government in the north of the 

country. Assistance is given to the establishment of two independent networks before television 

in Kosovo. 

 

With the help of USAID and starting from a low base, great strides have been made towards the 

establishment of new economic policies and fiscal, to set the stage for the transition from 

command economy to a market. Budgetary and taxation systems and comprehensive pension 

system was created and became operational. Created modern banking system, the Central Bank 

was established and settled capacity for banking supervision. USAID established a commercial 

bank, American Bank of Kosovo, to help investment, to increase access to finance and create 

employment (gave loans worth $ 64.5 million for business development, which resulted in 

11,000 locations new job). A year and a half later sold USAID successful undertaking of 

Austria's Raiffeisen Bank, and proceeds from the sale gushed scholarship fund (Fund Kosovo 

American Education KAEF) that enables inhabitants of Kosovo to carry out post-graduate 

studies in the United States. A strengthening capacity of the Ministry of Finance primary. Were 

installed modern processes of budget and treasury, with efficient and transparent financial 

management that enables electronic direct crediting of all government payments. He founded the 

tax administration ($ 1.2 million collected taxes since January of 2012). It establishes the legal 

framework for the core functioning market economy. Together, these new economic institutions, 

these regulatory frameworks and financial systems contributed to post-conflict recovery and 

offer prospects for continued economic revitalization. Initial improvements were implemented to 

institutions working with energy. And most importantly, whose privatization is expected to soon 

become the energy distribution system is powered through intensive assistance of USAID. 

 

Since 2010, USAID in partnership with the Government of Kosovo has reformed education 

system that improves grades 1-9 pupils' skills and increases the possibility of employment, an 

intervention that is generally understood as the improvement of the labor market. USAID also 

has built or rehabilitated a large number of community infrastructure such as schools (and thus 

reduced work shifts), hospitals and health clinics, water supply and road systems. Masters in US 

institutions, and 12 minority students is providing scholarships for undergraduate study. 

Vulnerable groups such as the displaced families, women and children are targeted for special 

attention. 

 

Economic Growth 

 

Creating an environment for sustainable economic growth and to improve competitiveness has 

been the main focus of USAID's support to Kosovo of transition from crisis to long term 

development. USAID intends to continue providing strong support for this sector (OZh2: 

Increased investment and increased employment in the private sector), working closely with the 

Government of Kosovo to face challenges and to mitigate obstacles by building a healthy 

economy and broad based. 

 

GoK institutions that are responsible for maintaining macro-economic stability have done 

admirable work to ensure that Kosovo will remain one of the countries with greater fiscal 

stability and financial in the region. After concentrated investment period USAID, now is a 

challenge to the achievements of these institutions be consolidated and protected from 
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unexpected shocks, so that reforms are fully implemented in a transparent and accountable, and 

improve budget management. 

 

Has been significant progress in the "Index of doing business" World Bank where Kosovo has 

progressed from 128 in the 98 country in 2012. This progress was achieved after many attempts 

by the Government, with great technical support from USAID i. However, when we analyze the 

situation in the neighborhood and competitiveness, it is clear that Kosovo still has work to do 

because Macedonia ranked 23, 51 Montenegro, Albania and Serbia 85 86. Now the challenge is 

to make improvements in general regulatory environment and Kosova to create a strong private 

sector and foreign direct investment allure. 

 

For example, Kosovo still suffers from excessive government regulation of private economic 

activities through licenses, permits and other processes prohibitive at central and local level that 

increases the cost of doing business and making Kosovo less competitive in attracting new 

investments. A specific example relates to inspections. In international practice, inspections are 

used to protect public health and safety. However, in Kosovo there general principles that 

establish the parameters for the use of inspections, and several government agencies carry out 

inspections in such a way that goes beyond their health and safety (allegedly left a legacy of the 

socialist system of the past). Further, agencies do not coordinate their inspections and do not 

share information that would help write the processes. Major challenge is the elimination of the 

regime of inspections which represents unnecessary burden, takes unnecessary time, is costly and 

is contrary to the policy of encouraging private economic activity. Another example concerns the 

construction industry and land use. Although new construction law has introduced several 

positive changes in terms of reducing the procedures for obtaining building permits, along with 

transparent calculation of the fee for permits and other improvements, municipal-level authorities 

continue to face problems in implementing the requirements new. Many municipalities have no 

regulatory urban plans for their parts, so in those parts of businesses and citizens cannot predict 

how the land should or can be used. Of course, we challenge is clarifying regulatory procedures 

at the local level so that the business of construction and extensions to help in an organized 

manner. Obviously securing property rights is a major part in this barrier. 

 

CONCLUSIONS 

 

As stated above, Kosovo average unemployment rate of 45%. Youth unemployment is around 

70%, which is a recipe for trouble, especially given that more than half the population is under 

the age of 25 and about 21% of them are aged from 15 to 25 years. The World Bank calculates 

that 34% of Kosovo's population lives below the poverty line (45 € or $ 60 per month). Faced 

with this reality of unemployment and poverty, will not tepronim is to say that the stability and 

development of Kosovo prospects depend mainly on the creation of jobs. 

 

Now, over 98% of businesses are family businesses, micro, small and medium enterprises 

(MSMEs). A recent report by UNDP revealed that the Kosovo market is unbalanced. The report 

highlighted the establishment of enterprises in the environment already saturated with firms of 

low tertiary or service sector firms. To transform this lower trend growth in the sector more 

dynamic and comprehensive private, the report recommends, among other things, push the 

growth of businesses in the micro and small sized ones, and included improving access to 
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finance for businesses new and expanding businesses, particularly those run by women and 

rinjtë11. Encouraging proliferation medium enterprises and small enterprises with growth 

potential, will be a major challenge which has an impact for example on adding value, improving 

access to credit, streamlining the regulatory framework, and increasing the efficiency in the 

course of trade within and outside Kosovo. 

 

During addressing unemployment and the need for more powerful enterprise and sustainable, 

there must be special emphasis on increasing agricultural productivity, given that 60% of 

Kosovo's population lives in rural areas and is mostly poor. The challenges faced and the 

circumstances must be overcome include limited access to credit and markets, greenhouses 

inadequate, weak chain "from farm to fork", and the poor quality of farm inputs (seeds, fertilizers 

and pesticides) and of food safety infrastructure. Use of the euro simplifies monetary policy but 

also obstruct the growth of exports which are based on monetary exchange rates tempting. In 

short, Kosovo's businesses must compete with products, services and business experience. 

Obstacles include scale (which was discussed above), financing, links to markets, integrating at 

the company / industry / supply / market, historical stagnation / cultural to modern business 

dynamics, and group cooperation actors / stakeholders. Report USAID above states that "Kosovo 

entrepreneurial culture has power to unorganized. Businesses come and go, without using 

regional or sectoral groupings". The challenge will be willing capitalization growth sectors, in 

order to increase employment needed for Kosovo. 

 

Despite significant support from USAID and the international donor community and broadly 

opposed to natural resources, Kosovo seriously challenged by the lack of energy that remains 

one of the biggest barriers to economic growth. A recent study USAID has calculated that the 

cost of doing business is about $ 456 million a year as a result of the need to invest in generators, 

demolition equipment and time spent bosh13. Another analysis of USAID characterizes the lack 

of continuous supply of electricity as "obligatory obstacle" to growth. 

 

Since 2008 with considerable assistance from USAID and other donors, the performance of 

Kosovo's energy sector has steadily improved since losses are reduced. However, the main issue 

is that Kosovo's productive capacity is not adequate to meet current needs, and is poor for future 

requirements of growth which is projected to be 5% of GDP per year. Government, with 

assistance from many donors including the World Bank and USAID, is planning the construction 

of a new power plant, but production of electricity is not expected to begin for several years. 

 

Challenge over the next five years is successful inclusion of other donors and Kosovo subjects 

dealing with energy, in developing comprehensive energy strategy and strengthening key 

institutions, such as the Energy Regulatory Office (ERO), the Independent Commission for 

Mines and Minerals (ICMM) and the Ministry of Environment and Spatial Planning (MESP) and 

Kosovo, in accordance with international best practices and environmental, utilize numerous 

minerals which are used for energy but also those that are not used for energy, water and forest 

resources. 

 

As far as minerals that are not used for energy, a recent report for heavy industry in Kosovo has 

identified the lack of policies and government regulations, and lack of coordination, consistency 

and transparency, for example in the collection of taxes on natural resources, as major obstacle to 
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the further development of key industries. In addition, the report highlighted the lack of legal and 

policy framework that encourages the use of industrial waste from local industry to address 

environmental concerns, and so will be able to support the local markets. Given the uncertain 

environment of work, the report shows an example of how a local steel plant zinc imports 

although zinc found in Kosovo, along with the equipment needed for electrolysis. Avoiding the 

loss of such economic challenges by creating more favorable policies and favorable regulatory 

environment will be a major challenge. Kosovo's private sector is aware of the potential of the 

state in these areas and this sector wants to be part of it. There is a risk that without appropriate 

policies and regulations, the development will be done without paying attention to the type of 

sustainable management that would support economic stability. 

 

BIBLIOGRAPHY 

 

Department of State / Bureau for European Affairs and the Euro-Asian and the USAID Bureau  

for Europe and Eurasia, the Joint Regional Strategy, FY 2014 - FY 2016. 

European Union Progress Report on Kosovo 2010. 

European Union Feasibility Study for a Stabilisation and Association Agreement between the EU  

dheKosovës, Brussels, 2012. 

Government of Kosovo, Comprehensive Proposal for Settlement 2007 (Ahtisaari Plan) 

Government, Vision and Action Plan for Economic Development (VPVZhE), April 2011. 

Government, Implementation Plan for New Law Courts in 2011. 

Government of Kosovo, Kosovo Assembly Strategy for Public Relations in 2012. 

Government, Legislative Programme 2013. 

Government, the Ministry of Justice Priorities 2011-2014. 

Government, Report on the Implementation of Decentralization in 2012. 

Kosovo Government Adopts Resolution to Pristina principles arising from the Summit of  

Women, October 2012 Government, Local Government Strategy 2012-2015. 

International Development Association, the International Finance Corporation and the  

Multilateral Agency for Investment Guarantee, State Partnership Strategy for the 

Republic of Kosovo for the period VF12, VF15, May 2012. 

Shyqyri Kelmendi, Natural Resources, the National Economic Development Base, 2012. 

Malazogu- Leon and Dusan Pavlovic, Kosovo Serb community-Out stabilization in durability,  

June 2012 

Moujaes, Chadi N .; Najjar, Mazen Ramsay; Shediac, Richard; Ghaleb, Joey, Flexible, stable, 

Sustainable Benefits from Economic Diversification, Booz & Company, May 2011. 

Naim Rashiti, International Crisis Group, Serbia and Kosovo: The path towards normalization,  

February 2013. 

STRAS, Center for Strategic Research and Social Potential of Heavy Industry and Its  

Contribution to Development, November 2012. 

USAID 2012 State Gender Assessment for USAID / Kosovo, August 2012. 

USAID Strategy for Development and Climate Change, January 2012. 

USAID Conflict Assessment: The Collapse of invisible walls, September 2012. 

USAID Education Strategy: Improving Living Through Learning, 2005. 

USAID Guide to Best Practices for Secure Elections, March 2013. 

USAID, Framework for Secure Elections, July 2010. 

USAID Policy on Gender Equality and Empowerment of Women, 2012. 



International Journal of Academic Research and Reflection Vol. 3, No. 1, 2015 
  ISSN 2309-0405 

Progressive Academic Publishing, UK Page 63  www.idpublications.org 

USAID, Handbook of Human Capacity Development and Institutional August 2011. 

USAID, the development of human and institutional capacity, Rating: Kosovo, August 2012. 

USAID Kosovo: FAA 119 Biodiversity Analysis, Part II, meeting the needs for Biodiversity  

Conservation in the period 2013-2018, October 2012. 

USAID, Diagnosis of Growth in Kosovo: Analysis of Barriers, September 2012. 

USAID Ensure the Future: Strategies for Growth, April 2008. 

USAID Study on the Effect of Irregular supply of electricity in Kosovo Businesses, Nëntor2012. 

USAID, Diagnosis of Growth in Kosovo: Analysis of Barriers, September 2012. 

USAID, Assessment of Kosovo American Fund for Education (KAEF), August 2012. 

USAID, Youth Development Policy, 2012. 

UNDP Human Development Report in Kosovo 2012. 

UNDP and USAID, Report no. 4 Public Pulse, August 4, 2012. 

UNDP and USAID, Report no. 5 Public Pulse, February 2013. 

The US Government's (White House) President Obama Initiative for Development Policy and  

Global Climate Change, October 2010. 

World Bank, World Development Indicators 2012 

World Bank, State Strategy Partnership, May 2012. 

World Bank Doing Business Report 2013. 

World Bank Poverty Reduction Unit and Economic Management, Kosovo Releases Potential for  

Growth: Strategies, Policies, Actions; State Economic Memorandum, April 2010. 

 


