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1. OVERALL POLICY FRAMEWORK AND OBJECTIVES  

The ERP 2021- 2023 drafting process was led by Minister of Finance as the National 

Coordinator and was coordinated by the Ministry of Finance, the Strategic Planning Office 

(SPO) in the Prime Minister's Office, and policy area coordinators from line ministries. 

Coordinators met regularly to discuss the content of the measures, their consistency with 

related strategic planning documents and with policy guidance received through the Economic 

and Fiscal Dialogue with the European Commission.  

Inter-ministerial working groups met to assure that short-term activities from the draft ERP 

were included in the Annual Government Work Plan for 2021 and are consistent with activities 

planned in the draft SAA National Implementation Plan (SAANIP) and the European Reform 

Agenda (ERA), as well as with the 2021 draft-budget. SPO, in cooperation with area 

coordinators, assured that the majority of measures are directly linked to the National 

Development Strategy and its implementation Roadmaps. 

Considering the current economic structure of Kosovo and numerous obstacles to economic 

growth, in particular situation created as a result of the global pandemic COVID-19, it is 

necessary to orient the structural reforms aimed at recovering the economy in general.  

On this line, the Government remains committed to supporting economic recovery and 

improving employment prospects. The overall ERP policy framework is a combination of: (1) 

economic recovery program which will aim to support post-pandemics economic recovery, (2) 

a rules-based fiscal policy oriented towards stability of public finances and, within the available 

fiscal space, supporting economic growth through capital investments, increased funding for 

priority development areas, and (2) a set of priority structural reforms addressing the key 

obstacles to economic growth, supporting the development of competitive economic sectors, 

and assuring that economic growth is inclusive and welfare enhancing.  
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 Implementation of Policy Recommendations  

“[1.A.] Create  fiscal  space  and  undertake  well-targeted  measures  to  address  the  

socio-economic consequences of the crisis, including by containing spending on the public 

wage bill and on war   veterans   pensions   through   progress   with   the   reclassification   

of   beneficiaries. [1.B.] To reinforce the medium-term sustainability of public finances, 

improve tax revenue collection by reducing informality.” 

 

[1.A.]  

o In order to create the needed fiscal space to address the socio-economic consequences 

of the crisis, several actions were undertaken.  

First, the Ministry of Finance revised the Budget Law for year 2020 (in July), which was 

characterized by cuts in several spending categories in order to accommodate the required 

measured as part of the Emergency Fiscal Package and the Economic Recovery Programme 

(ERP) in circumstances of considerable lower revenues than planned in the initial budget.  

Second, the Assembly has approved the temporary loosening of the fiscal rules, which has 

allowed extending the fiscal space to unprecedented levels. More specifically, the fiscal deficit 

has been allowed to reach 6.5 percent of GDP, from what was 2 percent of GDP previously; 

while the bank balance has been allowed to reach 3 percent of GDP (previously it was 4.5 

percent of GDP). 

Third, for the first time, in September 2020, the Ministry of Finance has revised the Medium- 

Term Expenditure Framework for the period 2021- 2023, reflecting a shift in the priorities 

which are heavily shifted towards economic recovery. This shift in priorities is also reflected 

in lower budget ceilings for the next year. 

Fourth, In order to finance these measures and to address the considerable fall in budget 

revenues, additional financing has been sought. Given that Kosovo does not have access to 

foreign capital markets; the external financing that has been obtained during this year comes 

from various IFIs and international organisations such as: through Rapid Financing Instrument 

(RFI) or Macro-Financial Assistance (MFA) among others. 

o It should be noted that the Public Wage Draft Law has been repealed by the 

Constitutional Court at the end of June 2020, and it is not expected to create pressures on 

current expenditures at least for the next year.  

o With regard to the war veterans’ pensions, there has not been any progress with the 

reclassification of beneficiaries. The Commission’s’ rules of procedures have not been 

approved by the government, yet. However, in the revised annual budget 2020, and in budget 

2021, Ministry of Finance has planned budget resources to pay war veterans in accordance with 

current legal obligations in force.  

 

[1.B.] During the pandemics, institutions which are mandated to fight the informal economy 

have been quite limited to operate due to limitations imposed on the number of staff working 

on-site, among others. However, some of the measures undertaken by the Government with 

regard to support of businesses have had a positive impact on the voluntary compliance. More 

specifically, measure No. 14 of the Emergency Fiscal Package, which was dedicated to new 

employees being registered, has contributed to an increase of 14,000 thousand newly registered 
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employees. Also, the second fiscal package, has made business more aware of the need to 

formalize (especially the number of employees), given that the government support would 

directly depend on the number of declared employees.  

Moreover, the Tax Administration has worked towards creating legal constraints aiming to 

ensure the implementation of the legal framework; and establishing additional legal 

instruments to penalize diverse activities of the informal economy. In this line, the Tax 

Administration is planning several activities to be held in the near future; that will target sectors 

with high informality levels, will increase cooperation with the other ministries to monitor 

unregistered workers; increase inspections, among others.  

 

“[2.A.] To support economic recovery, improve the execution of capital spending by 

strengthening institutional  capacities  at  central  and  local  government  levels  for  

multiannual  investment planning   and   investment   project   management. [2.B.] 

Improve   the   financial   oversight   and accountability of publicly owned enterprises.  

[2.C.] Prepare an options paper on the establishment of  an  independent  body  for  fiscal  

oversight  for  further  consultations  with  stakeholders, including the EU.” 

 

[2.A.] The Ministry of Finance has started implementing the Administrative Instruction (AI) 

on the selection criteria for capital projects. This instruction entered into force on January 1, 

2020, while its implementation in practice started with the acceptance of capital project 

proposals by budget organizations at central and local level for the 2021 Budget. This 

instruction has set some basic criteria to be met by proposed capital projects, so that they could 

be included in the Budget. Prior to the entry into force of this instruction, the Budget 

Department (supported by the GIZ project for public finances) held trainings with Budget 

Organizations regarding its implementation. In the Draft Budget 2021, around 23 million Euros 

capital projects proposals in the local level did not meet minimum criteria of such AI, and 

therefore they were transferred to the municipal reserve category. 

Moreover, the configuration of the KFMIS to allow multi-year commitments has been 

developed and tested, while the same is pending for the budgeting system (BDMS), which 

would allow multi-year appropriations. However, changes in legislation to allow multi-year 

budgeting (extent appropriations over one year) as well as commitments for capital spending 

need to be introduced. This process is expected to progress once the pandemics emergency 

response situation has subsided. 

 

[2.B.] Currently the Ministry of Economy and Environment in assistance with the EBRD and 

Deloitte is in the phase of reviewing the Draft Law on Public Enterprises, which is already 

provided in the Legislative Plan of the Government of the Republic of Kosovo for 2020. This 

Draft Law on Public Enterprises aims to improve the supervision of both Central Public 

Enterprises and Local Public Enterprises, to standardize accountability, define duties and 

responsibilities and introduce a new format for financial and operating reporting. 

[2.C] During the 1st December 2020 – 30th January 2021 period, technical assistance from 

Fiscal Affairs Department was received on drafting the options paper on the establishment of 

an independent body for fiscal oversight. A draft of this options paper is already sent for further 

comments and suggestions from relevant stakeholders 
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“[3.A.] Closely monitor  financial  stability challenges  as  a  result  of  the  coronavirus  

pandemic  and take  appropriate  action  if  needed,  while  developing  a  more  integrated  

framework  for measuring  household  indebtedness.  [3.b] Undertake an in-depth 

analysis of the staffing and competence requirements in the central bank’s key policy 

areas, especially financial stability. [3.C] Continue with the inflation expectations survey 

and publish the time series once more data points become available.” 

[3.A] Since the beginning of the restrictive measures in March, CBK has shown high 

proactivity, with the instruments at its disposal, in assisting economic agents cope with the 

economic crisis as easily as possible. During the pandemics, the Central Bank of Kosovo 

undertook the following actions in order to mitigate some of Covid-19 implications:  

Temporary lifting the requirements for the  loan repayment, classification and provisioning of 

loans;  

o Loan repayment moratorium for corporates and households;   

o Revision of requests for the suspension of credit repayments and frozen individual 

credit ratings;   

o No credit rating downgrade measures shall be applied to borrowers;  

o Relaxation of legal measures to not require additional provisions and to not classify 

loans as non-performing loans in the Credit Registry.  

 

Moreover, in June 2020, The CBK issued the Guideline on Loan restructuring due to Covid-

19. The purpose of this Guideline is to provide information about the principles and guidelines 

related to the loan restructuring process; to set the criteria on which the loan restructuring 

process should be based; and instruct lending institutions not to engage in collateral liquidation. 
 

Furthermore, the CBK is currently working on a deeper analysis of indebtedness across 

households. Using the Credit Registry data, CBK has analysed the possibility to calculate an 

alternative indebtedness index for different income segments of clients, in order to closely 

monitor more vulnerable clients.  

 

[3.B.] CBK is fully aware of the resources and competence requirements for the financial 

stability staffing. However due to pandemic implications, the recruitment process was delayed 

based on the recommendations health and safety institutions. In order to ensure continuation of 

the current analytical work we have extended the contract for one of the senior analyst that was 

hired on term contract for one more year. Once the containment measures are lifted we will 

continue with the hat was planned for the financial stability.  

 

[3.C.] CBK continued to conduct Inflation expectation survey. The latest results of the Inflation 

expectation reflect the estimation of the inflation of the banks during the second quarter 2020 

and expectations of the banks for the third quarter of 2020 (July- September 2020). Looking at 

the actual inflation dynamics during these months of 2020, we consider that banks' inflation 

expectations are slightly optimistic.  

 

 “[4.A]. With a view to mitigating the economic consequences of Covid-19 pandemic and 

stimulate economic recovery, establish an effective and transparent mechanism to 

support the private sector and employees affected by the  crisis,  in  particular  micro,  

small  and  medium-sized enterprises and self-employed. [4.B.] Extend social protection 

coverage and provide incentives for businesses and employees in the informal economy 

sector to register and to facilitate their transfer to the formal economy.  [4.C.] In order to 
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ensure  a  swift  recovery,  further  implement relevant  business  environment  measures,  

in  particular  the  simplification,  merging  and abolishment of licenses and permits.”  

 
[4. A.] One of the main measures from the package was directed to supporting the private sector 

in Kosovo. Measure 3A of the Economic Recovery Program (the second fiscal package) 

consisted of a direct budget transfer worth 60 million EUR for companies active in the taxpayer 

registry. The total number of beneficiaries is estimated to be 36,679 companies employing 

some 207 thousand people. Around 72% of the funds were allocated to small companies 

(employing up to 50 people). The whole process of application was done electronically through 

the Electronic Declaration Platform (EDI) which made it more efficient and transparent.  

Considering delays in the previous round of transfers, the second round emphasized 

automatization so that the transfers would be done in a timely manner. Full transparency and 

accountability will be ensured by publishing (in line with applicable legislation) all 

beneficiaries of the funds. This commitment has also been made conditionality under the EU 

Macro Financial Assistance, and is being discussed as part of ongoing IMF EFF negotiations. 

 

 [4.B.] During the pandemics, there were several measures undertaken by the 

Government with regard to social protection, but only one of them aimed to increase the 

coverage only in the short- term period. Measure 15 of the Emergency Fiscal Package 

(EFP) consists of monthly assistance in the amount of 130 Euros for citizens with several 

social conditions, declared as unemployed at the competent institution and who are not 

beneficiaries of any monthly revenue from the budget of Kosovo for three months (April, 

May and June). The value executed for this category amounted to around 10.5 million 

Euros with 27,572 beneficiaries. 

Another measure of the EFP (Measure 1) focused on beneficiaries of social schemes, who had 

a hard time securing survival and are mainly involved in the group of society facing extreme 

poverty. According to this measure, 24,864 beneficiaries under this scheme received additional 

monthly assistance, with a budget cost of around 7.8 million Euros. The same was envisages 

in the Economic Reform Program (the second fiscal package), as well, estimated at a total cost 

of 7.5 million Euros for a three-month period.   

In addition, all the beneficiaries of the basic pension schemes, pensions for disabled persons 

and family pension, who receive less than € 100 on a monthly basic, according to Measure 2 

of the EFP, were entitled to an additional 30 on a monthly basis. The total cost of this measure 

amounted to 16.3 million Euros and 170,221 benefited from it.   

Lastly, Measure 14 of the EFP consisted in providing financial support for commercial 

companies, which register the employees with an employment contract of at least one (1) year 

during the period of public health emergency situation, by 130 € for the next two months after 

registration. The total cost of this measure was around 3.8 million Euros and 14,463 benefited 

from it.  
 

 [4.C.] The findings of the reports on identified permits and licenses that can be simplified, 

merged or even abolished for targeted ministries were incorporated in Annex 16 of the Draft 

Concept Document on the Administrative Burden Reduction which was adopted March 2020. 

A list of (sub) legal acts which need to be amended in order to meet the target of this process 

was attached to this draft Concept Document. Since the adoption of the Legislative Programme 

in June 2020, the targeted ministries started to set up the working groups to amend the identified 

legal acts in cooperation with IFC consultants. Some initial drafts are ready to go through the 

process of prior and public consultations. 

The Government Coordination Secretariat (GCS) has been working on measures for improving 

the business environment by simplification, merging and abolishment of licenses and permits 

https://www.facebook.com/hykmete.bajrami/posts/1758240324324741?__tn__=-R
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that would help to ensure a swift recovery. Among these measures, 14 Certified Trainers were 

trained for the implementation of the Standard Cost Model (SCM) for administrative burden, 

another 40 are planned to be trained in the next two years, around 50 officials of line ministries 

were trained on how to use the SCM and at least 120 will be trained in the next two years. The 

GCS has initiated the baseline measurement to identify all administrative burdens and the first 

phase is almost completed. The entire programme includes 30% reduction of administrative 

burden for businesses, citizens and the administration. The GCS is in the process for adjusting 

the work plan to integrate administrative burden reduction as one of the key priorities for the 

government.  

 

[5.A.] Strengthen  the  health  sector  in  order  to  provide  adequate  and  accessible  

primary  health services  for  all  citizens. [5.B.] In the short term, ensure increased 

coverage of unemployment benefits and needs-based social benefits for the groups most 

affected by the covid-19 crisis. [5.C] In  the  medium  term,  review  social  assistance  

schemes,  in  particular  the  category-based pensions,  to  ensure  that  they  are  targeted  

at  groups  most  in  need  and  focused  on  poverty reduction. 

[5.A]  The Revised 2020 budget for the Central Health Sector consisting of Ministry of Health 

and University Hospital Services increased by 13.0% compared to the 2019 budget, amounting 

to 182 million Euros. Such increase incorporates higher allocations for essential 

pharmaceuticals and for capital expenditures. During the medium term, budget is projected to 

increase on average by 3.1%.  

The specific grant for Primary Health in 2020 is higher than in 2019, reaching an amount of 

61.7 million Euros. Over the medium term, respectively through 2021 and 2022, the specific 

grant for Primary Health is expected to increase by 2.5 million Euros per year.  Funding for 

Secondary Health in 2019 is at similar levels with the previous year (an increase by 2.6 million 

Euros per each year till the end of the projected period); while Funding for the Residential 

Services registers a slight increase compared to the previous year, reaching a value of 2.0 

million Euros and staying approximately at the same level during 2021 and 2022. 

 

In the approved Budget of 2021, an additional 40 million Euros is foreseen in order to cover 

the expenses of the vaccine for 30%- 34% of population. Such cost will be financed by the 

Council of Europe Development Bank (25 million Euros) and by the World Bank (15 million 

Euros). In addition to that, the Ministry of Finance and the Ministry of Health have already 

applied at COVAX for free vaccine for 16%-20% of the population.  

 

[5.B] In addition measures mentioned in [4B], Measure 8 of the Emergency Fiscal Package 

provided monthly assistance amounted to one hundred and thirty (130 €) euros for citizens who 

loses their jobs due to the public health emergency situation, for April, May and June. However, 

the cost of this measure resulted much lower than planned (around 322 thousands Euro) and 

with a low number of beneficiaries (782).  

 

[5.C] The Draft Law on amending and supplementing Law no. 04 / L-131 on state funded 

pension schemes has been completed and costing has been calculated for a) Recognition of 

work experience for contributory pension schemes in years 1990 – 1998 for dismissed workers, 

b) Double pensions and c) Recognition of diplomas until 01.01.1999.  

In line with the recommendations of the Auditor General, the Ministry of Labour and Social 

Welfare is engaged in disciplining the pension scheme, with emphasis on the return of funds 

acquired without legal basis, which is being achieved in cooperation with the Civil Registry 

Agency, Kosovo Tax Administration, Trust and Religious Communities.  
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The main objective of MLSW in the field of legislation is the continuous transposition of the 

EU Acquis in the field of employment and social policies until 2022. In this regard, in the 

medium term, there are two new laws which are planned to be approved: i) New law on social 

security and state-funded pensions; ii) New Law on the treatment of persons with disabilities  

 

[6.A] With a view to minimizing the impact of Covid-19, take measures to preserve 

employment including through short 

time work schemes and upgrade the capacity of the Employment Agency to ensure an 

increased provision of active labor market measures. [6.B] With the aim of 

increasing the integration of youth in the labour market, conduct a feasibility study for a 

Youth Guarantee scheme. 

 

[6.A] According to the latest data of the Employment Agency, the total number of jobseekers 

registered until August 2020 reached 187,870 persons, out of which 78,198 people were 

registered this year. The largest increase in the registration of jobseekers occurred during the 

peak of the pandemic period (March to April), during which 67,510 persons were registered. 

Since January, the number of vacancies reached 2813 vacancies, while the number of 

employment mediations reached 1,079 mediations (out of which 950 people mediated in 

regular employment and the rest through active measures of the labour market). In terms of 

vocational training, a total of 2,586 jobseekers were referred to trainings in seven Vocational 

Training Centres.  

During the pandemics period, Measure 3A of the Emergency Fiscal Package consisting of 

covering wage expenses of employees in the amount of one hundred and seventy (170 €) euros, 

for the month of April and May, amounting to 49.1 million Euros (with 137,468 beneficiaries).  

A similar measure continued in the second fiscal package, as well. More specifically, this 

measure in the Economic Reform Program aimed to subsidize the salary for employees in 

businesses affected by the pandemic for March and April, with a cost of around 60 million 

Euros. In addition to this, in the near future, the Economic Reforms Program (the second fiscal 

package) aims to subsidize the salary for new employees hired by businesses based on a plan 

that identifies the sectors and categories of employees most in need, in the amount of five 

million Euros (Measure 3B) and to provide professional support for businesses to operate in 

times of pandemic, such as work from home, online work, digital transformation, etc., in the 

amount of three million Euros (Measure 3C).  

 

[6.B] With regard to Youth Guarantee Scheme, the terms of references have been 

prepared for the development of the feasibility study. The Regional Cooperation Council 

has already contracted University College Wisdom to conduct the analysis, which would 

include the following several elements:  

o Analysis of the existing youth employment measures and specific challenges in the national 

context and best practices;  

o mapping the youth NEET (not in employment, education or training) situation in each of 

the WB6 using the official statistical data or existing research;  

o modifying the design and delivery of policies, specific for each economy, to integrate non-

registered NEETs, including tailored outreach mechanisms to identify and assist the most 

vulnerable NEET groups 

o Analysis of the capacities of main stakeholders and identify areas for enhancing their 

performance; 

o Proposal of roadmaps for each economy for adapting the existing institutional frameworks 

and projecting as accurately as possible the administrative and operational costs with a 

focus on the outreach activities and the work of the Public Employment Service.  
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2. A DRAFT OF THE FEASIBILITY STUDY IS FORESEEN TO BE COMPLETED BY THE 

END OF DECEMBER.  MACROECONOMIC FRAMEWORK 

 External Economic Environment 

The COVID-19 pandemic has caused a global economic crisis that has been both severe and 

unpredictable. The lowest point of the global economy was April of this year, when almost all 

over the world, a significant number of economic sectors were closed. Taking into account that 

this global crisis, unlike the global financial crisis of 2008, has had an impact on our economy, 

the external economic environment needs to be analysed in more detail as there are several 

channels through which the effects of the crisis can be transmitted from abroad to our country, 

such as: trade, remittances, direct foreign investments and eventually the financial sector. 

The uncertainties and ambiguities that this crisis has caused are obvious and can be seen first 

in the ongoing (so far downward) revisions to macroeconomic projections. In the October 

publication of the WEO (by the IMF) the global economy in 2020 is projected to decline by 

4.4 percent in real term, which constitutes an upward revision of 0.5 percentage points 

compared to the WEO June publication.  

 

Following the first half of 2020, containment measures were eased and economic recovery was 

expected. Nonetheless, in the last quarter of 2020 there has been reappearance in cases of 

infections, which has led to the re-introduction of containment measures in many Member 

States. These are expected to impact economic activity negatively in the short run. Nonetheless, 

even in the medium term, uncertainty levels remain high considering that the pandemics is 

ongoing and projections depend on one key development - the development of a vaccine for 

the SARS-CoV-2 virus. There have been some developments regarding potential vaccines, 

however, there is still uncertainty regarding the timing when they will start being distributed. 

European Commissions’ forecasts assume that containment measures remain in force even in 

the medium term, but at a lower intensity compared to 2020. 

 

Economic activity is set to rebound in the beginning of 2021, but to a lesser extent than thought 

previously, due to partial continuation of containment measures in the majority of countries. 

During the second half of 2021, economic rebound will strengthen as measures are expected to 

ease. In 2022, the situation is expected to normalize and economic growth is expected to 

moderate.  
Figure 1 GDP Growth Outlook1 

EU GDP is projected to fall by 7.5% 

in 2020 and to rebound by 4% and 

3% in 2021 and 2022, respectively, 

which is lower than the pre-

pandemic expectations, even in 

2022. Nonetheless, the speed of 

economic recovery is expected to 

vary among member states 

considering the differences in 

containment measures and policy 

responses.  

                                                 
1 European Commission Autumn Forecast 
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Furthermore, countries like Germany and Switzerland, two countries where over 60 percent 

of remittances come from in Kosovo, are expected to have an economic downturn in 2020. 

Germany is expected to have a 5.6% GDP drop in 2020 and a growth of 3.5% and 2.6% in 

2021 and 2022, respectively, thus returning to their respective pre-COVID levels. The 

resurgence of infections has hit Germany during this last quarter (2020 Q4), which has 

increased the uncertainty levels in the upcoming year. 

Based on EC projections, Switzerland is expected to have a decline in real GDP by 4% during 

2020. A marked drop in domestic demand is a key factor behind the contraction in 2020, largely 

reflecting weaker private consumption and lower investment. In 2021, recovery is expected to 

be only partial based on private consumption and investment expectations, as well as revenues 

from international sport events. Whereas, in 2022 the economy will begin converging towards 

its potential.  

Consistent with a global contraction, inflation has subdued. Based on the projections published 

in the WEO of October 2020, in developed economies inflation is expected to be 0.8 percent 

during 2020 (during 2019 it was 1.4 percent), and 1.6 percent during 2021. On the other hand, 

in emerging economies, from 5.1 percent in 2019, inflation is expected to fall to 5.0 percent 

and 4.7 percent during 2020 and 2021, respectively.  

In the Euro Area, both core and headline inflation dropped significantly in 2020 following the 

fall in energy prices and services (especially tourism). HICP inflation in the Euro Area is 

expected to be 0.3% on average in 2020. Over the next two years, euro area inflation is 

moderate at 1.1% in 2021 and 1.3% in 2022. Nonetheless, downward pressures on prices are 

expected to remain amid weaker demand and labour market developments. 

Prices in general have had a downward trend during 2020. The price index of all (commodities) 

has fallen by 11.1 percent (GDP) during January-November 2020, while the price of oil showed 

an even stronger declining trend over the same period, registering an annual decrease of around 

33 percent y-o-y). Finally, with regard to nickel, its average price in international markets did 

not move much during the first and second quarter of 2020, compared to the same period last 

year. Nonetheless, throughout Jan-Nov 2020, nickel price is still about 2 percent lower than 

the level registered in 2019. 

Table 1 Global Price Indicators 

 2019 2020 

  Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4* 

Price index of all commodities (IMF prices of basic commodities)2 
118.9 120.2 115.4 116.6 108.2 91.8 106.9 112.9 

Price Index of food and beverages 

( IMF prices of basic commodities) 

98.9 99.8 97.9 99.1 100.2 95.5 98.4 105.7 

Oil price in Gross Brent 3 
63.3 68.3 61.9 62.7 50.5 31.4 42.7 41.8 

Nickel, $ for metric tons 
12,412 12,244 15,651 15,349 12,690 12,237 14,278.5 15,523.5 

 

 Recent Economic Developments in Kosovo and Outlook for 2020 

 Real Sector 

According to annual data from the Kosovo Agency of Statistics (KAS), the real GDP during 

2019 has increased by 4.94% compared to the previous year. 

                                                 
2 IMF Commodity Price Portal: https://www.imf.org/en/Research/commodity-prices 
3 WB Commodity Price Portal: https://www.worldbank.org/en/research/commodity-markets 
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According to the latest KAS publications of national accounts, Gross Domestic Product for the 

first quarter of 2020 marked a real annual growth of 1.3%; a real decline of 9.3% in the second 

quarter; and a decline of 7.3% in the third quarter. As a result, real GDP in the first three 

quarters of 2020 marked an average decline of 5.1%. The slower growth in the first quarter was 

partly due to the political stalemate that characterized Kosovo’s economy at the beginning of 

the year which was reflected in the slow dynamics of capital investment. Other reasons for the 

slow growth in 2020 relate to the beginning of the implementation of COVID-19 containment 

measures and the negative effect that the external economic environment has had on Kosovo’s 

economy through trade channels, remittances or foreign direct investment. In contrast, the 

sharp economic downturn in the second quarter was expected due to restrictive measures that 

led to the closure of many economic activities. However, the magnitude of this decline was 

better than expected and mainly due to a positive performance of private consumption and 

export of goods. The third quarter was still in the negative area, but slightly better than the 

second quarter, reflecting the removal of some of the restrictive measures. Nonetheless, the 

decline is significant considering the seasonality component that characterizes this quarter. 

Information Box 1:  Discrepancy of statistical data between KAS national accounts 

and CBK Balance of Payments.  

 

KAS has published the Annual Report of National Accounts for 2019 in September 2020. 

According to this report, the nominal GDP has marked an annual increase of 5.9% and a real 

increase of 4.9%. However, the annual data in this report do not reflect the service trade data 

for 2018 published in the time series of the balance of payments by the CBK. This 

discrepancy may imply that the nominal GDP published by KAS for 2018 is lower than it 

really was and higher in 2019. 

 

At the same time, KAS has published quarterly data for GDP 2020 Q2 estimating a real 

decline of 9.3%. However, the quarterly GDP in 2019 has not yet been revised in order to 

reflect annual data. According to quarterly data in 2019, real GDP is about 4.4%, while 

according to annual data, real GDP fluctuates around 4.9%. 

 

These discrepancies between the two institutions (compilers of statistics) create difficulties 

in the process of drafting projections because there are uncertainties about the database to 

be used for 2019 and 2020 as a starting point for projections of subsequent years. Taking 

into account that the macro-fiscal model used by the MoF is on an annual basis, for 2019 the 

annual data of national accounts from KAS were used. 

 
  Table 1. Statistical discrepancies, mln Eur 

mln Eur KAS  2018 CBK 2018 Difference  

Export of Services  1,401.9 1,561.6 159.70 

Import of Services 631.3 705.8 74.50 
 

 

According to preliminary data for the first three quarters of 2020, total consumption is has 

increased by 7.9% in real terms, as a result of higher private consumption and public 

consumption. The increase in private consumption reflects the increase in inflows from 

remittances by 11.0% (from 6.7% in the same period in 2019), even though such increase is 
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not in line with economic intuition, especially in Q2 and Q3.4 While the increase in public 

consumption came mainly from expenditures as part of the fiscal package. Investment during 

these first three quarters of 2020 has fallen by 19.0% in real terms. This decline is supported 

by the decline in investment due to the political stalemate in the beginning of the year and 

growing uncertainty in the country following restrictive measures to prevent the spread of 

COVID-19. These factors played a key role in reducing total investment, especially private 

investment. As a result, the second quarter had a more pronounced decline of about 41.1% 

reflecting restrictive measures, which limited economic activity in many sectors. 

 

Export of goods and services during these two quarters of 2020 had an annual real decline of 

about 30.3% as a result of a sharp decline in exports of services despite a satisfactory increase 

in exports of goods of about 17.3%. Import of goods and services decreased by 9.4% (y-o-y), 

which was more pronounced in the second quarter of 2020, when the restrictive measures were 

introduced. 

In absence of the official data regarding national accounts, available indirect indicators for the 

economic activity in the fourth quarter of 2020 suggest that the economic activity will continue 

to operate in a negative territory, but at a much lower magnitude than in Q2 and Q3. |Despite 

the increase in the number of infections and the re-introduction of restrictive measures in the 

last quarter of the year, proxy indicators for private consumption (remittances, new consumer 

loans, VAT collection) imply a further improvement in Q4. Such expectation is also supported 

by the considerable (10%) withdrawal of the pension savings in December, which was made 

possible by the approval of the Economic Recovery Law. While the proxy indicators for private 

investment signal continuation of the negative growth rate, though at a lower rate than in the 

previous quarters. Public investment in Q4 continues to be much lower than in the same quarter 

of the previous year. Trade balance of goods and services is expected to improve in the fourth 

quarter, mostly due to higher expected export of services (especially in December5) and 

satisfactory performance of export of goods.  

Table 2 Leading and Coincidence Indicators for Aggregate Demand Components 

Indicator Proxy Variable Indicator Type 

2019 

(Avg.) 

2020 

Q1 

2020 

Q2 

2020 

Q3 

2020 

Q4 

Remittance Inflows Private Consumption Leading 6.4% 1.4% 12.0% 18.1% 23.0% 

Turnover (TAK) 

Private Consumption and 

Investment Coincidence 
5.1% 2.96% -20.1% -11.3% -0.7% 

VAT Collection Total Consumption Leading 5.8% 4.3% -21.8% -14.9% -2.5% 

New consumer loans  Private Consumption  Leading -4.1% 13.6% -59.3% 37.5% 9.5% 

Import of consumer goods  Private Consumption Leading 5.6% 9.4% -10.4% -12.8% 3.7% 

Government Consumption - Coincidence 8.2% 1.1% 7.2% 4.5% 6.2% 

Government Investment - Coincidence 0.2% -34.9% -34.0% -5.8% -35.2% 

Total Import of goods 

(Customs)  Coincidence 
4.4% 3.3% -19.1% -9.3% 3.4% 

Total Export of goods 

(Customs)  Coincidence 
6.16% 26.4% 14.7% 8.2% 58.1% 

Imports of Services - Coincidence 6.1% 10.6% -36.0% -33.1% -9.5% 

Exports of Services - Coincidence 7.3% -0.1% -62.4% 

 

-59.2% 2.4% 

                                                 
4 The non-alignment between quarterly data of GDP (4.2%) and annual data of GDP (4.9%) for year 2019 might have contributed the positive 

growth rate of private consumption in 2020.  
5 In absence of the official data, anecdotal evidence suggests a considerable increase in the number of diaspora visits during December 2020.  
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Imports of Capital Goods Investment Leading 3.7% 7.4% -16.7% 2.6% 0.3% 

New investment loans Private Investment  Leading 0.9% 66.7% -33.2% 57.8% -28.2% 

Foreign Direct Investment Private Investment Coincidence -6.4% 49.4% 69.1% -25.6% -55.1% 

Note: Data in 2020Q4 cover only two months (October and November) for remittances, loans and import of goods. 

Data in 2020Q4 on fiscal indicators (VAT collection and government consumption and investment) and trade of goods cover the whole quarter. 

Data in 2020Q4 on trade of services, and on foreign direct investment cover only one month (October). 

 

GDP by production approach shows that the economic activities which had the highest 

negative contribution to growth during the first three quarters of 2020 were construction (-2.6 

pp) and transportation (-1.2 p.p), which were the two sectors hit the hardest by the COVID-19 

restrictive measures. Whereas, activities of manufacturing had a positive contribution to real 

growth of 1.3 pp. Another sector that reflects the effect of containment measures is hotels and 

restaurants since their activity in the first half of the year dropped by more than 31.1% (negative 

contribution of 0.4 p.p.). Trade, both retail and wholesale, also had a negative growth during 

the first half of the year of about 7.2%, and their contribution to GDP was -1.0 p.p. The main 

explanation behind these sectors’ performance is the containment measures which restricted 

their activity during the second and to a less extent during the third quarter of 2020. 

According to MoF estimates, Kosovo’s economy during the current year is expected to 

shrink by about 6.7% in real terms. Whereas the nominal GDP is expected to fall by 6.2% 

annually.  

The negative effect of the pandemic peaked in the second quarter of 2020, as a result of the 

closure of economic activities and other measures of social distancing. Although during the 

third quarter of 2020, there has been an easing of measures to limit the spread of the pandemic, 

the measures have been reintroduced in the beginning of the fourth quarter following the 

resurgence in COVID infections.  

The decline of 6.7% in real GDP % during 2020 is mainly attributed to the decline in private 

investment (with a negative contribution of about 4.1 percentage points) and the decline in 

exports of goods and services (with a negative contribution of about 4.9 percentage points). 

The latter is mainly attributed to the expectations for a significant decline in exports of services, 

especially travel (which is also reflected in the performance so far), while exports of goods are 

expected to close the year with positive growth. 

Private consumption is also expected to have a negative contribution to real economic growth, 

by about 0.3 percentage points, as a result of lower available income, precautionary savings 

due to increased consumer uncertainty about the future and the nature of restrictive measures 

to prevent the spread of COVID- 19. The contribution of public consumption is expected to be 

slightly positive (by about 0.18 percentage points). The increase in the “wages and salaries” 

category within the accommodation of a series of emergency measures is expected to be 

partially compensated by lower expenditures on goods and services. 

Public investment is expected to slow down compared to last year (with a negative contribution 

to economic growth of about 1.7 percentage points), as a result of the situation created by 

COVID-19 and as a result of an early year characterized by political stalemate, which led to 

delays of approval of the Budget Law for 2020. 
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Imports of goods and services are expected to decline compared to 2019 as a result of the 

decline in economic activity caused by COVID-19 and the uncertainties it has brought. As a 

result, the contribution of total imports to economic growth is expected to be around 4.0 

percentage points. This mainly reflects the decline of two sub-components: i) the decline in 

goods being in line with the estimated decline in consumption and investment; and ii) decline 

in services (especially travel) due to travel restrictions. 

Consumer Price Inflation increased on average by 0.2% in 2020, with a downward monthly 

trend (from a positive rate of 1.5% in January to a negative rate of -0.1% in the third quarter). 

The main positive contribution during this period came from the category of “Food and Non-

alcoholic Beverages”, especially from the category of “bread and cereals”, “meat”; and “fruits”. 

The “Transport” category (especially transport services) has had a significant negative 

contribution to inflation being in line with oil price developments in international markets 

during this period and the decline in economic activity. Deflationary pressures are also 

attributed to the removal of the 100% tariff on products imported from Serbia and Bosnia 

&amp; Herzegovina. 

The core inflation6 in 2020, measured excluding the categories "food and non-alcoholic 

beverages" and "transport", marked an average annual increase of 0.7%, whereas when 

excluding only the “transport” category, inflation is estimated at around 1.1%. Both core 

inflation measures are higher than the headline inflation (on average 0.3%), the latter being 

pushed into negative territory due to the steep fall in energy prices, especially in the second 

quarter. Nonetheless, similar to headline inflation, both core inflation measures, show a decline 

compared to the same period of the previous year.  

Unlike other quarters in previous years, the contribution of the non-tradable component in 2020 

is higher than the contribution of tradable inflation7, registering a positive contribution of 0.32 

percentage points as a result of increasing inflation in categories of "health" and “hotels, cafes 

and restaurants”.  

 

                                                 
6 The core inflation measures the change in prices of consumer basket products, excluding temporary and transitional volatility, which mainly 

characterizes the food or energy category. 
7  Trade inflation measures the change in the prices of those products that are exposed to trade in international markets and consequently their 

prices are not affected by developments in the local market. Whereas, non-tradable inflation measures the change in the prices of those 

products that are not traded in international markets and consequently are influenced by the local domestic market. 
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Figure 2 Contribution of tradable and non-tradable inflation to total inflation Source: KAS & Macro calculations 

 
 

 

 

Information Box 2. Differences between actuals and projections, 2019 and 2020 

2019 actuals vs. 2019 projections 

Real GDP growth rates in 2019, based on the latest publication of the KAS, resulted to be 

higher than our projections presented in the previous submission of the ERP (for year 2019). 

According to KAS, the real GDP growth rate for year 2019 is 4.9% while it was projected to 

fluctuate around 4.0%. Whereas, the actual nominal GDP growth rate resulted to be 5.6%, 

which is slightly lower than the projected value, at around 5.8%.   

The difference between actuals and projected values of GDP in 2019 are mostly due to lower 

expectations for investment and export of services and lower expectations for public 

consumption based mostly on the performance exhibited by these indicators up to the 

moment that the Budget 2019 projections were realised (October 2019). Inflation for 2019 

was projected on average to fluctuate around 2.7%, which was similar to the actual value. 

2020 previous projections vs. 2020 updated projections 

For year 2020, forecasted real GDP growth rate is revised downwards to -6.7%, which is 

around 11.1 pp lower than the previous projected rate in the previous submission of ERP. 

This significant revision was primarily because of the situation brought up by COVID-19 

pandemics. At the time when the previous ERP was prepared, there was no information 

regarding the spread of the virus and the impact the virus would have. 

Private consumption is expected to have an annual decline of 0.4%, which is significantly 

different from the value in the previous ERP which foresaw a growth of 2.2%. Total 

investment, also, is expected to decline significantly when compared to the previous 

projection, due to the COVID-19 restrictive measures and uncertainty levels. However, 

exports of goods have been revised upwards, as a result of a better performance shown during 

Jan-Aug 2020 period. Exports of services are expected to decline sharply (-25.8%), given 

that travel and transport were the sectors, which were hit the most from the pandemics. While 

in the previous ERP, exports of services were expected to have a positive performance with 

11.4% real growth. Imports of goods and services, on the other hand, are expected to decline 
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in line with the sluggish dynamics of investment and consumption and restrictions of travel. 

While in the previous ERP, they were projected to increase by 7.8%. 

Inflation in 2020 (on average 0.2%) is much lower than the inflation forecasted in the 

previous round of projections (on average 1.8%). The difference is mainly due to the sharp 

drop in international prices (especially of oil) and lower domestic demand. 

Main differences between actuals and projections for year 2019 and main differences between previous and actual 

round of projections for year 2020 

Macroeconomic Indicators, annual 

growth rates in real terms in %, 

unless otherwise stated 

2019 projections 2019 actual 
2020 previous 

projection 

2020 updated 

projection 

Real GDP 4.0 4.9 4.4 -6.7 

Nominal GDP 5.8 5.6 5.9 -6.2 

Consumer Price Index 2.7 2.7 1.8 0.2 

Private Consumption 2.2 0.3 3.4 -0.4 

Public Consumption 1.3 9.6 10.5 1.3 

Total Investment 3.3 6.5 7.1 -19.2 

Total Exports 10.0 17.2 8.7 -16.8 

Export of Goods 4.7 3.7 5.9 21.3 

Export of Services 11.4 20.8 9.4 -25.8 

Total Imports 3.1 5.6 7.8 -7.2 

Import of Goods 2.9 2.8 8.2 -3.8 

Import of Services 4.3 

 

19.0 6.3 -21.7 
 

 Main labour market indicators 

According to the Labour Force Survey for the first three quarters of 2020, the working age 

population in Kosovo was 1.2 million people. Due to the situation caused by the COVID-19 

pandemics and the lockdown measures, there have been significant variations amongst labour 

market indicators on a quarterly basis. The employment rate in the first quarter of 2020 was 

29.1%, marking an improvement of 0.9 p.p. compared to Q1 2019. The labour force 

participation rate has remained almost at the same levels as in previous years, at around 38.8% 

(where that of males was 57.1% and that of females 20.3%). Whereas, the unemployment rate 

decreased by 1.9 p.p. in annual terms reaching 25.0%. In the second quarter, however, there 

has been a significant deterioration in the labour market indicators. Labour force participation 

fell by 8.7 p.p. in comparison to the second quarter of 2019. Employment rate fell by 5.7 p.p. 

whereas the unemployment rate increased by 1.9 p.p.  

The third quarter, began with slight improvements in economic activity following the ease of 

containment measures and re-opening of business operations. The labour market indicators 

improved compared to the second quarter. Whereas compared to 2019, the labour force 

participation rate was only 1.9 p.p. lower than the third quarter of 2019. The employment rate 

is 1.5 p.p. lower while the unemployment rate remained at similar levels with only -0.1 p.p. 

difference. 

The sectors with the highest employment continue to be: trade with 17.2%; construction with 

13.3%; manufacturing by 11.3%, and education by 9.1%; while other sectors participate with 

a lower percentage in employment. Male employment was higher in the sectors of construction, 

and manufacturing, while female employment was higher in education, healthcare and trade 

sectors. 



 

20 

 

Table 3 Main labour market indicators 
Indicator 2018 Q1 2019 Q2 2019 Q3 2019 Q1 2020 Q2 2020 Q3 2020 

Total population 1,793,467 1,798,506 1,795,606 1,795,666 1,795,666 1,795,666 1,795,666 

Male 903,959 908,499 902,646 899,795 908,434 904,500 892,232 

Female 889,508 890,007 893,020 895,871 887,232 891,166 903,434 

Working age population 1,198,273 1,207,216 1,198,308 1,207,617 1,218,112 1,220,406 1,221,681 

Male 600,092 607,921 600,061 606,104 611,511 609,915 603,957 

Female 590,180 599,295 598,247 601,513 606,601 610,491 671,724 

Labour force 490,103 466,731 478,652 505,936 472,669 404,883 488,424 

Male 379,763 350,095 356,731 372,191 349,319 297,549 355,430 

Female 110,340 116,636 121,921 133,744 123,350 107,334 132,994 

Employed 345,131 341,014 357,340 382,035 354,672 294,641 368,976 

Male 271,623 261,180 275,278 296,932 269,071 221,044 279,158 

Female 73,508 79,834 82,062 85,103 85,601 73,597 88,918 

Labour Force Participation 

Rate (LFPR) 

40.9% 38.7% 39.9% 41.9% 38.8% 33.2% 40.0% 

Employment Rate 28.8% 28.2% 29.8% 31.6% 29.1% 24.1% 30.1% 

Unemployment Rate 29.6% 26.9% 25.3% 24.5% 25.0% 27.2% 24.6% 

Source: KAS Labour Force Survey annual and quarterly publications 

Administrative data from TAK regarding employment for 2020 do not provide us a good 

picture regarding employment, since they have been greatly affected by government measures. 

The measures aiming to mitigate the negative impact of COVID required that all workers 

should be in the formal sector. Thus, an increase of around 4.6% in employment for 2020 

indicated by the administrative data does not reflect the actual labour market situation and is 

not in line with economic developments. In reality, the data from TAK reflect more a reduction 

in the number of workers in the informal level. 

 According to administrative data, 

the average gross monthly wage 

increased by 2.3% in 2020 The 

upward dynamics of average wage 

by sector remain slightly faster in 

the public sector than in the private 

sector. The average monthly wage 

in the private sector during 2020 

declined slightly by 0.1%, which is 

explained by the drop in the 

economic activity during the 

pandemics. Meanwhile, in the 

public sector, this indicator 

increased by 7.8%. However, the 

latter incorporates additional allowances for health sector workers in the time of the pandemics 

and workers who were in risk for infections at their work places. However, it should be noted 

that the available data on wages from both institutions KAS and TAK do not allow for an 

analysis which takes into account changes in skill sets, offsetting private sector performance or 

potential under-reporting of earnings in the private sector. 

Figure 3. Gross average wages TAK, in Euro 
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 Medium-term macroeconomic scenario 

 Real sector projections 

During 2021, Kosovo’s economy is expected to grow at a real rate, by about 5.2%, returning 

to the similar level recorded before the COVID-19 crisis (year 2019). However, projections are 

presented with high uncertainties since the baseline scenario depends on factors related to 

public health and other economic factors that in this period are very difficult to foresee. First, 

the dynamics of the pandemic, the need to restore restrictive measures, and developments in 

the economic activity of sectors characterized with a higher intensity of physical contact, 

present many uncertainties in the projections for 2021 and the medium term. Second, 

uncertainties also come from the external sector which may contribute to lower tourism or 

lower remittances.  

In the next two years (2022 and 2023), real economic growth will fluctuate around its historical 

level of 4.1%. It is important to note that the assessment for the medium-term perspective of 

the economy depends significantly on how year 2020 will end and whether the recovery in 

2021 will be slow and partial or vice versa. 

Consumption in 2021 in real terms is expected to increase by 1.4% and have a contribution of 

1.4 pp in growth. Private consumption is projected to grow by 1.4% driven mainly by the 

lower uncertainty in the economic environment and the rebound of main consumption 

financing sources. However, this increase is moderate considering that the scaring effect from 

the pandemics that may persist. Remittances will continue to be an important source of 

financing for household consumption, although in the 2021 remittances are expecting to 

decrease as a consequence of economic downturn in Germany and Switzerland, from where 

about 60% of remittances in Kosovo originate from. Public consumption in 2021 is expected 

to increase by 1.5% y-o-y. This increase is a result of higher planned expenditure in the 

categories of goods and services (within this category are accommodated the expenditures for 

the municipal elections and the census in 2021). Total consumption in 2022 and 2023, is 

expected to increase by an average of 3.0% in real terms and to have a contribution of 3.3 pp 

to growth for 2022 and 2.6 pp for 2023, respectively. Private consumption is estimated to grow 

by 3.0% on average, while public consumption by 2.8%.   

Investment in 2021 is expected to grow by 16% in real terms and have a contribution of 4.0 

pp. in real growth. Better access to finance and lower cost of credit for the private sector 

supported by additional capitalization of the Credit Guarantee Fund (by 60 million Euros) 

coupled with lower uncertainty are expected to provide an important stimulus to private 

investment. Nonetheless, it will not be until the end of the medium term, when the private 

investment will return to its pre pandemic levels. Additionally, the low investment in 2020 

emphasized the base effect on this growth. At the same time, increased capital of the Credit 

Guarantee Fund is expected to facilitate access to finance. As a result of these developments, 

private investment is projected to grow by 10.4% in 2021. Public investment, on the other 

hand, is expected to have a faster execution dynamic and during the year is expected to grow 

by 33.7%, converging to its to pre-pandemic level. About 36% of public capital expenditure is 

expected to be financed through the investment clause and liquidation funds. These public 

investments are expected to improve public infrastructure and address structural barriers to 
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energy, health, etc. In (2022 and 2023) investment is expected to have a real growth of 8.1%, 

with private investment expected to grow by 7.1% in line with expectations for access to 

finance. On the other hand, public investment is expected to grow by 10.8% on average over 

this period.  

Export of goods and services during 2021, is expected to register a real growth of 14.5% and 

to contribute with 3.7 pp in real growth. Export of goods is expected to decrease by 1.2% as a 

result of developments in the external economic environment, government schemes to support 

the manufacturing sector, and further implementation of the SAA. On the other hand, export 

of services is expected to increase by about 20.0% in real terms. This increase, which follows 

the historical trend of export of services before the pandemic, and as a result of the base effect 

from 2020. This grow will be mainly supported by the export of travel services and 

telecommunications services. In 2022 and 2023, export of goods and services is expected to 

increase by an average of 5.7% driven mainly by export of goods which is expected to grow 

by 7.7%. On the other hand, export of services is expected to have a growth of 5.1%. 

Import of goods and services is expected to grow by 7.2% in real terms in 2021 and have a 

negative contribution to real growth of 3.9 pp. Import of goods is projected to grow by 6.3% 

following the dynamics of investment and consumption. On the other hand, the import of 

services is expected to increase by 12.2%, based on the removal of travel restrictions and the 

low base effect. In (2022 and 2023), import of goods and services is projected to grow by 4.9%. 

Import of goods is expected to grow by 4.7% while import of services by 5.7%. Import of 

goods is expected to follow the dynamics of investment and consumption, while that of services 

is expected to follow the historical trend.  

Figure 4: Real GDP and its components 

 

 Monetary and exchange rate policy and inflation  

In 1999, Kosovo unilaterally adopted the Deutsche Mark and later (in early 2002) the Euro 

currency as its official currency. Consequently, the country is restricted in the availability of 

traditional monetary policy instruments to control inflation developments in its economy or to 

signal changes in current consumption behaviour towards future consumption. However, this 

does not mean that the Central Bank of Kosovo (CBK) has no means of influencing the 

economy. 
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Firstly, sound implementation of macro-prudential policies can mitigate systemic financial 

risks and avoid excessive credit accumulation during expansionary periods or excessive credit 

contracting during recessionary periods, which would help in moderating inflation or real 

exchange rate fluctuations. 

Secondly, the Central Bank strives to promote and maintain a sustainable and efficient financial 

sector in Kosovo through licensing, regulation and supervision of banks, insurance companies 

and micro-credit organizations. 

Thirdly, the CBK can influence the growth of commercial banks' credit by determining the 

level of demand for reserves or through other regulations on banking operations. On April 25, 

2019 the Board of the Central Bank of the Republic of Kosovo approved the Regulation on the 

Repurchase of Securities with the Central Bank of the Republic of Kosovo, which authorizes 

the CBK to carry out credit operations with commercial banks in the country performing the 

role of securities-backed lender as collateral. This regulation will provide the banks with an 

alternative to manage liquidity and short-term financing.   

During the pandemics, the Central Bank, despite lacking monetary policy, successfully 

contributed towards the mitigation of the impact of Covid-19 shock on borrowers and banks 

through postponement of loan repayments and allowing for up to 1- year loan reprogramming. 

Also, the CBK is planning to undertake a new measure, similar to the measures undertaken by 

the European Central Bank, whereby temporarily reducing the regulatory requirement for 

capital of banks, which is expected to release a significant part of the capital that may be used 

for lending of the economy. Regulatory requirement for capital will be re-established at the 

level required under the normal conditions, in compliance with the pace of economy back to 

normal.   

Despite monetary policy constraints, over time inflation in Kosovo has been relatively stable. 

The Consumer Price Index (CPI) in 2021 is expected to increase by 1.8% and is mainly driven 

by the increase of energy prices in international markets and the pick-up of the economic 

activity in Kosovo and in partner countries, following a drastic fall in aggregate demand this 

year. In the following two years (2022 and 2023), inflation is expected to reach its historical 

level of around 1%.  

In terms of exchange rate developments, Kosovo is not much exposed to exchange rate 

fluctuations. This is due to the fact that the majority of trading partners are from the Eurozone 

countries and a significant portion of other sources of financing are in Euro currency (e.g. bank 

lending or remittances). During 2020 (January- August), the euro was valued at around 0.6% 

compared to the currency basket of the leading international trading partners (NEER). This 

appreciation is mainly due to the appreciation of the Euro against the Turkish Lira (about 

18.8%). Lastly, the real effective exchange rate was similar to the level registered last year. 
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 The external sector and its medium-term sustainability  

2.3.3.1. Current Account 

The current account deficit balance during the period January- October 2020 amounted to -

370.6 million euros and represents a significant widening of the current account deficit 

compared to the same period last year. 

Exports of goods increased by about 19.1% while exports of services marked a significant 

annual decline of 45%. Exports of goods is one of the only economic indicators that has 

recorded positive performance during the pandemic (except April). Nonetheless, Kosovo’s 

export structure currently remains concentrated on the export of base metals, which account 

for about 36.9% of all exports of goods. Other important sectors continue to be the category of 

plastic products with a share of 12.2% in total exports, the prepared food sector which accounts 

for about 9.1% of all exports and vegetable products with a share of 7.0% in total exports. Also, 

the analysis of the composition of exports according to the 20 largest exporters shows that the 

increase in exports has come mainly from a major exporter, Newco Ferronikeli. 

Export of services for January-October period was 45% lower compared to the same period of 

2019, mainly due to lower travel services amid COVID-19 restrictive measures. Travel services 

contributed with -44.7 pp and had an annual drop of 55.9%; transportation contributed with -

1.4 pp and decreased by 36.2% y-o-y. Export of services for 2020 is expected to reach Eur 

1,246 million and to register an annual decline of 25.7%. During the medium term, export of 

services is expected to increase by 11.6%. This increase, which follows the historical trend of 

export of services, will be mainly supported by the export of travel, information and 

communications technology (ICT) services. 

It is encouraging to note that the country has experienced changes in the structure of export of 

goods throughout the recent years. Diversification is a positive development for an economy 

such as Kosovo because 

changes in the primary export 

mix help build buffers in the 

economy that will reduce the 

effect of the variability of 

world commodity prices. This 

reduces the dependency on a 

few sectors and potential 

vulnerabilities related to 

those. To measure export 

diversification, the Hirschman 

Herfindahl Index8 has been 

used. Kosovo has experienced 

export diversification in the past few years. SAA and policy measures to incentivize the 

manufacturing sector have played a role in this process and is expected that this positive effect 

to continue. Nonetheless, in 2020, the diversification has lowered in terms of sections, chapters 

                                                 
8 The Hirschman Herfindahl Index is calculated as the sum of squared shares of each product in total export. A country with a perfectly 

diversified export portfolio will have an index close to zero, whereas a country which exports only one export will have a value of 1 (least 

diversified). 

Source, KAS 2020*Q1-Q3  

Figure 5 Herfindahl Hirchman Index 
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and countries. Kosovo’s export structure is still weighed toward the export of base metals, 

which during the first three quarters of 2020 constituted of 38% of total exports, higher than in 

2019 and 2018 (35% and 34%, respectively). Categories of goods that have increased their 

share in total exports are prepared food articles and plastic products. On the other hand, 

geographical composition of exports of goods, focusing on countries and country groups that 

make up more than 80% of Kosovo’s total export destinations also reflects changes throughout 

years. The share of exports of goods to the EU has continued to increase throughout the years, 

with a more significant increase in 2020. While, exports to CEFTA countries as a share of total 

exports have remained at similar levels.  It is expected that overall diversification of the export 

structure will benefit the local economy in the medium to long term by making exports more 

sustainable. The lower diversification in 2020, is party explained by the situation created by 

COVID-19, which has disrupted economic activity and the positive growth in export of goods 

was mainly driven by the export of base metals in this period.  

Import of goods during the period January-October 2020 decreased by 8.0% y-o-y. The 

following categories had the highest contribution in this decline; mineral products (-5.2 pp) 

which fell by 34.6% y-o-y; and transport means (-0.8 pp) which fell by 9.2% y-o-y. The 

structure of imports of goods from different countries and groups of countries has been 

relatively constant throughout the years with main partners being the EU and CEFTA member 

states. Nonetheless, the share of import of goods from EU countries has increased in the recent 

years. These developments are partly due to the SAA effect. Import of goods for 2020 is 

expected to reach Eur 3,009 million and have a -7.0% growth in annual terms. Import of goods 

in the medium term is projected to grow by 6.9% following the dynamics of investment and 

consumption. 

Import of services on the other hand, was 23% lower than the one recorded in the same period 

of 2019. Imports of travel services contributed (-17.9 pp) and had a decrease of 38.8% y-o-y, 

and import of transport means decreased by 9.7% y-o-y contributing negatively with 1.8 pp. 

Import of services for 2020 is expected to reach Eur 599 million and register 20.1% decrease 

in annual terms. Throughout the medium term, import of services is expected to increase by 

9.7%.  
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Figure 6 Trade Openness Index 

Overall, despite being a small (land-locked) open economy with a liberal trade regime, Kosovo 

is characterized by lower trade openness9 relative to most of the neighbouring countries. The 

reasons behind this claim are as follows: while the level of import continues to be high, export 

remains low, which represent one of the main structural challenges that the economy of Kosovo 

is facing. However, during the past three years Kosovo’s economy has experienced a higher 

level of trade openness. The recent fiscal policy changes to stimulate domestic production and 

the further implementation of the SAA are expected to increase exports and further remove 

trade barriers.   

The deficit of goods during the period January-October 2020 narrowed by about 11.3%, while 

the surplus of services during this period marked a decline by 61.2%. This decline in the 

balance of services is mainly reflected in the category of travel and transport. 

In the medium term, both exports and import are expected to return to their historical levels 

in line with external developments and aggregate demand projections. The projections are 

surrounded with high uncertainties stemming from the situation created by the COVID-19 

pandemics, however a return to normality is foreseen in the medium term. 

Table 4 Export and Import of goods and services 

 % change unless stated otherwise 2019 2020 2021 2022 

 

2023 

Exports (nominal in million Euro) 2,068 1,689 1,979 2,124 2,280 

Exports  16.4 -18.4 17.2 7.3 7.3 

Goods 4.6 12.6 2.4 10.9 10.9 

Services 19.6 -25.7 22.4 6.2 6.2 

Imports (nominal in million Euro) 3,983 3,607 3,955 4,242 4,469 

 Imports  6.5 -9.4 9.6 7.3 5.3 

Goods 4.1 -7.0 8.9 7.1 4.8 

Services 18.7 -20.1 13.3 7.9 8.0 

Primary income balance during the period January-October 2020 marked an increase of 4.5% 

compared with the same period last year, mainly coming from compensation of employees.  By 

then end of 2020, the primary income balance is expected to have an annual increase of 10.4%. 

The secondary income balance had an annual increase of 10.1% during this period. An 

                                                 
9 The Openness Index is an economic metric calculated as the ratio of country's total trade, the sum of exports plus imports, to the country's 

gross domestic product. = (Exports + Imports)/(Gross Domestic Product). “The higher the index, the more influence trade has in that country's 

domestic activity.” 
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important role in this increase was net remittances which marked an increase of 13.1%. The 

increase was more pronounced during the second and third quarter, during which the majority 

of remittances were sent through formal channels. In contrast to previous belief that remittances 

would drop since all countries were affected by the pandemics, the situation resulted to be 

different. Remittances increased during this period and mainly because remittances to Kosovo 

come from the diaspora living in major European countries, who despite being hit by the 

pandemics, have benefited from government support through fiscal measures. Additionally, 

based on historical experience as well as other countries, both diaspora and migrant workers 

tend to send more money home when their countries are experiencing economic hardship. 

Remittances are expected to continue to be a significant financing sources for the whole year. 

In 2020, secondary income balance is expected to have an annual increase of 6.8%. 

For the medium term (2021- 2023), primary income balance is expected to increase by 4.5% 

on average and the main driver in primary income remains the category of compensation of 

employees. This category has been stable as a share of total primary income balance and is 

expected to be a sustainable component even in the medium term. Secondary income balance 

for the medium term is expected to increase by 4.1% on average, driven mainly by 

remittances in years 2022 and 2023. In 2021, however, remittances are expected to decrease 

by 6.1% as a consequence of economic downturn caused by the pandemics and their lagged 

response to economic developments in host countries. These two components (primary and 

secondary) are mostly stable sources of financing and their share to GDP is expected to 

maintain a similar level in the medium term.  

2.3.3.2.Financial Account  

By October 2020, total FDI 

inflows amounted to around 

Eur 268.7 million registering an 

annual increase of 6%. This was 

mainly driven by the increase in 

FDI in the financial sector, 

however, this was mostly due to 

no repatriation of profits in this 

sector during this period. 

While, one of the major sectors 

that attracts FDI, real estate has 

experienced a drop in FDI inflows for this period which is explained by the lower number of 

diaspora visiting Kosovo this year and investing in real estate. Similarly, in times of crisis with 

high uncertainties, direct investment inflows usually drop, which was the case in many of the 

sectors during this period. Direct investment abroad decreased by Eur 9 million in this period. 

Portfolio investment in foreign assets decreased by Eur 19.4 million during January-August 

2020 while portfolio investment in Kosovo remains zero. Other investment assets increased by 

Eur 82.5 million and other investment liabilities increased by Eur 95.1 million in the same 

period of 2020. Foreign Direct Investment continues to constitute the largest share in financial 

account liabilities, around 57.7 % for the January- October period of 2020, this share however, 

has been higher in the previous years (around 70%).   

Figure 7 Financial account components  
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As such, FDI is seen as a sustainable financing source since it has better risk sharing capabilities 

and it is more amenable to macro stability. Nonetheless, it should be noted that around 54.8% 

of total FDI during the period of January-October 2020 was directed to real estate and renting 

activities. Financial services follow as the second largest absorber of FDI, constituting 27.3% 

of total FDI. Generally, capital inflows into the non-tradable sector (such as real estate and 

renting activities, and financial intermediation) are more prone to creating financial fragility 

through balance of payments’ mismatches since such sectors are difficult to create export 

revenue. Nonetheless, FDI as the largest component of the financial account liabilities is non-

debt generating and thus is less vulnerable. 

 The International Investment Position 

(IIP) reflects the stock of assets and 

liabilities and in the third quarter 2020, 

the net balance of international 

investment position (IIP) reached Eur -

773.6 million. The structure of assets is 

dominated by other investment that 

composes 40% of the assets, followed by 

portfolio investments, which compose 

around 34.5% of the assets and direct 

investment with 8.7%. On the other hand, 

foreign direct investment continues to be the largest category within liabilities, comprising 

around 70.7% of total liabilities by the end of the third quarter 2020. Whereas, 29.3% of total 

liabilities is through other investment, partially comprised of general government debt and 

other sectors’ liabilities. 

 Financial sector 

The main objective of the Central Bank of the Republic of Kosovo (CBK) is fostering the 

soundness, solvency and efficient functioning of a stable market-based financial system, 

encouraging the market emergence of safe financial instruments, and supporting general 

economic policies in Kosovo with a view to contributing to an efficient allocation of resources 

in accordance with the principles of an open market economy. The CBK acts as the regulator 

and supervisor of the financial system. Its main monetary policy tool is minimum reserve 

requirements, while it also has a limited lender of last resort function (further specified in the 

Regulation on Emergency Liquidity Assistance, which was adopted by the CBK Board in 

September 2015). However, since Monetary policy is mainly focused on inflation and 

employment, financial stability is largely left to the macro prudential approaches; in other 

words, CBK complements the limited monetary policy tools with the macro prudential tools. 

Macro prudential framework adopted by the CBK in 2016 is based fully on European Systemic 

Risk Board issued (ESRB) Recommendations (2014a and 2014b) related to the Objectives and 

the Mandate of Authorities to conduct Macro Prudential Policy. The focus of the CBK in 

implementing the Macro prudential policy are   concentrated under five areas as following; (a) 

Mitigate and prevent excessive credit growth and leverage; (b) Mitigate and prevent excessive 

Figure 8 Net International Investment Position 
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maturity mismatch; (c) Mitigate and prevent illiquidity (d) Limit direct and indirect exposure 

concentrations; (e) Limit the systemic impact of misaligned incentives aimed at reducing moral 

hazard. Consequently, CBK continuously identifies, monitors and analyses systemic risks, 

through continuous monitoring of cyclical and structural risk dynamics on quarterly basis.  

Total assets of the financial system as of September 2020, excluding Central Bank of the 

Republic of Kosovo (CBK), marked an annual growth rate of 9.5%, standing at Eur 7.67 billion 

(116.7% of GDP), compared to the average growth rate of last two years10 of 10.2%. Banks 

remain the dominant sector with 65.6% of the total financial system assets, followed by Pension 

Funds and Microfinance Institutions with 27.1% and 4.2%, respectively.  

Lending activity, after three years of consecutive double-digit growth rate, for the first time 

market a single digit growth rate during the reported period. Total credit grew annually by 7.6% 

as of September 2020, compared to the average growth rate of last two years of 10.8%   as a 

result of slowdown in lending both to enterprises and households (Figure 1). Slowdown in 

credit growth rate was as a result of closure of non-essential economic activities and limited 

movements of citizens from mid-March until end of May 2020 due to spread of pandemic 

Covid-19, with gradual reopening of economy afterward until the reported period (some 

businesses still had restrictions to operate).  Household lending registered an annual growth 

rate of 7.6% as of September 2020 compared to the average growth rate of last two years of 

11.0%). Lending to non-financial corporations reached an annual average growth of 7.9% as 

of September 2020 compared with the average growth rate of last two years of 10.8%. New 

loans as of September 2020 registered an annual growth rate of 0.5% compared to the average 

of past two years of 7.3%. Household sector was mostly affected in terms of new loans. New 

consumer loans, which represent more than 70% of total new household loans, declined by 

7.6% compared to an average growth rate of 6.1% in the past two years. On the other hand, 

new mortgage lending registered a positive growth rate of 2.0% as of September 2020, which 

is a sharp slowdown compared to an average growth rate of 10.0% of the last two years. New 

loans to enterprises grew by 5.7% annually as of September 2020, which is lower compared 

with the annual growth rate of the same period of previous year (8.2%).  

 Despite the increased risk due to pandemic Covid-19, the banking sector continues to perform 

in a stable and profitable environment, with high quality of loan portfolio. The system exhibits 

robust capital and liquidity buffers with regulatory capital to risk-weighted assets standing at 

16.9% in September 2020 (well above the minimum required ratio of 12%) and liquid assets 

to short-term liabilities at 37.7% (well above the minimum suggested of 25%). Funding risks 

remain moderate since banks mainly rely on domestic deposits and the system is overall liquid 

with a loan-to-deposit ratio amounting to 78.5% as of September 2020. Banking sector, even 

though compared to previous years registered a lower profit, net income as of September 2020 

is considerably higher than the historical average. As of September 2020, average return on 

equity ratio stood at 15.5% while return on average assets of 1.8%. Interest rates, both in credit 

and deposits did not change significantly compared to previous periods, decreasing marginally. 

                                                 
10 Average of September 2019/ September 2018 (applied also to other comparisons in text) 
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Figure 9. Private sector lending growth  

Foreign banks participation in 

the system continues to be high, 

accounting for 86.7% of total 

banking sector assets (as of 

September 2020). Nevertheless, 

the degree of market 

concentration has continued to 

decline slowly. In September 

2020, the market shares of the 

three largest banks stood at 

56.2% compared to the average 

concentration ratio of the last 

two years of 57.9%. The decline in the degree of market concentration is also expressed by the 

Herfindahl-Hirschman Index (HHI) for assets, which dropped to 1,485 points in September 

2020, compared to 1,509 points, the average of the last two years.  

Credit risk in the system remains low by peer standards, with the ratio of NPLs to total loans 

of 2.7% as of September 2020, while loan-loss provisions to NPLs standing at 137.8%. 

Compared to previous year, the value of NPLs has increased, while provisions have declined 

as a result of change in the methodology of reporting provisioning, recommendation by IFRS9. 

Still, banking sector is well provisioned and has a low level of NPLs, even though it has started 

to increase since the beginning of the year (hit bottom level at end of last years).  Banks 

frequently refer to the lack of bankable projects as an obstacle to lending to corporates, thus 

raising concerns about the saturation of viable sectors and borrowers. Since its establishment, 

the Kosovo Credit Guarantee Fund, banking sector approved loans amounting Eur 207.3 

million by the end of September 2020 (130.7 million as of September 2019), of which Eur 

100.2 million approved guarantees by KCGF (Eur 62.7 million as of September 2019). The 

KCGF if focused to provide guarantees toward services, manufacturing, agriculture and 

construction sector. The KCGF estimated that credit guarantees created more than 9,000 jobs 

since its establishment.  

Financial depth, measured by the level of domestic loans to GDP, remains low (48.4 % as of 

September 2020). Coupled with the low loan-to-deposit ratio prevailing in the system as a 

whole, this points to a possibility for further deepening of financial intermediation.  

Deposits in September 2020 reached the value of Eur 4.06 billion (Eur 3.47 billion the average 

of the last two years), registering an annual increase of 8.6% (10.9% the average increase in 

the last two years). Household deposits, which represent the largest category of deposits 

(66.7%), marked an annual increase of 7.0%, compared to the average increase in the last two 

years of 8.7%. Nonfinancial corporation deposits increased by 6.1% compared to the average 

increase of 7.7% in the past two years. 
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The banking sector liquidity position, although facing risks such as the decline of new deposits 

accumulated as of September 2020, a potential withdrawal of demand deposits by customers 

(comprising 61.5% of total deposits) and the potential needs for extra provisions when/if credit 

portfolio deteriorates in the future remained at satisfactory levels during the first three quarters 

of 2020. Liquid assets to short-term liabilities stood at 37.7% as of September 2020 (37.8% the 

average of the last two years). In addition, the liquid assts to total asset ratio stood at 27.8% as 

of September 2020 (28.0% the average of the last two years). During the same period, the loan 

to deposit ratio decreased to 78.5%, from the average of the past two years of 81.3%. In 

September 2020, non-performing loans increased by 0.4 percentage points compared to 

previous years, to 2.7% (2.5% the average of the last two years). Non-performing loans remain 

well covered by loan-loss provisions even after the new method of calculating provisions 

conform IFRS9 standards, with a ratio of 137.8% (158.9% the average of the last two years). 

The sector remains well capitalized with a capital adequacy ratio of 16.9% (16.3% the average 

of the past two years) that is well above the minimum regulatory requirement of 12%.  As of 

September 2020, the average interest rate on loans stood at 6.4% (6.8% the average of the last 

two years). The average interest rate on loans for enterprises in September 2020 stood at 6.2% 

(6.4% the average of the last two years); while for households it stood at 6.5% (7.2% the 

average of the last two years). Interest rates on deposits remained similar to previous year. The 

average interest rate on deposits in September 2020 stood at 1.5% compared with the average 

of the last two years 1.4%, while the average interest rate for enterprises deposits increased to 

1.7% in September 2020 (1.6% the average of the last two years). For household deposits, the 

average interest rate stood at 1.4% (1.4% the average of the last two years). The interest rate 

spread declined at 4.9 pp, compared to the average of the last two years of 5.3 pp. 

As of September 2020, the total number of insurance companies that exerted their activity in 

the Kosovo’s insurance market was 13. From these, 11 are non-life insurers while 2 are life 

insurers. If we refer to the origin of their capital, there is one company with foreign and mixed 

owned capital (Austria and Albania), seven others are locally owned, two with Slovenian 

capital and three with Albanian capital. 

The total assets of the insurance market amounted Eur 214.3 million, an increase of 9.3% 

compared to 6.4% the average of last two years. As of September 2020, in terms of assets, 

around 50.3% of insurance market has foreign ownership. While, three largest insurers cover 

around 33.0% of the market. Overall, non-life insurance companies dominate the market with 

91.3% of total assets, with the remaining is owned by life insurance companies. The total 

amount of gross written premium on Kosovo insurance market for this period has reached Eur 

72.3 million, or 2.2% decline compared to the average increase in the past two years of 5.9%.  

This decline in gross written premiums was as a result of tightening in the non-life insurance 

sector by 2.5%, while premiums written from the life insurance sector grew by 4.1% compared 

to the same period of previous year. Gross written premiums in life insurance until 30 

September 2020 amounted to Eur 2.7 million, marking an increase of approximately Eur 

104,540 compared with the same period of previous year.  From the total gross written 

premium, about 96.3% (September 2019 - 96.5%) of premiums consist of non-life insurance 

products, whereas 3.7% (September 2019 - 3.5%) of premiums consist of life insurance. Claims 
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paid by insurance sector as of September 30, 2020 reached the amount of Eur 36.9 million, 

marking a decline by 2.2% compared to the previous period (September 2019 – Eur 37.9 

million).  As of September 30, 2020, the insurance market resulted with a net profit of Eur 5.8 

million, despite a decline in revenues (written premiums), expenses fell by a larger extent 

(operational expenses and claim related costs). 

 Alternative Scenarios and Risks  

The baseline macroeconomic scenario presented on this update of the ERP is prepared based 

on a careful consideration of both downside and upside risks, associated with expectations on 

economic developments in the medium term. The analysis of fiscal risks for ERP 2021 shows 

that over the medium- term, fiscal risks are considerably higher than in the previous ERP, 

mostly stemming from the pandemic situation. In contrast, the probability of materialization 

for upside risks in the medium- term remains lower compared to those of ERP 2020. It is 

noteworthy to mention that the baseline scenario presented in the current version of ERP (2021) 

does not take into account the impact which could result from the successful implementation 

of some of the structural reform measures listed in this year’s ERP. Therefore, the upside risks 

section attempts, as well, to quantitatively estimate the additional impact on top of the baseline 

scenario coming from four (out of 20) structural reform measures.11    

Our analysis of alternative scenarios shows that materialization of the upside risks (including 

the successful implementation of structural reforms) would generate a real economic growth 

of over 4.9% in the medium term (2021-2023), while the materialization of fiscal risks would 

trigger a slowdown of real economic growth, which during the medium-term horizon would 

fluctuate around the 2.7% level, confirming the views that the balance of risks over the 

medium-term is considerably skewed downwards.  

 Downside Risks12  

1st Risk: The external environment impact on external sources of financing, as in the 

previous year (2020), continue to pose a significant risk during 2021 and over the medium 

terms, as well. Macroeconomic projections on which the macro-fiscal framework for the period 

2021-2023 is built, carry high uncertainty and highly depend on the duration of the period of 

social distancing or other restrictive measures and the development of pandemics in the country 

but also in other economies. In the latest IMF publication (October 2020), expectations for 

economic recovery in 2021 globally (and in the Euro Area, as well) are not expected to be as 

high as that of the June publication, increasing the external risks to Kosovo's economy. A 

realization of these risks would negatively affect remittance inflows, foreign investment or 

export dynamics, given that the Euro Area is the main place where most Kosovar emigrants 

are located; where the vast majority of direct foreign investment originates, and where a 

significant part of Kosovo's exports are destined. A decline in these inflows would be 

transmitted to lower disposable income, and contribute to lower private consumption or lower 

private investment, which will be reflected in GDP and consequently in lower budget revenues 

than projected in the Budget for years 2021- 2023.  

                                                 
11 The final draft of ERP (2020) will provide a quantitative estimation of up to five structural reforms, which have the largest impact on 

economic growth in medium- term.  
12 The quantification of risks has been mainly done using expert judgment combined with results from small satellite models or historical data 

on those indicators. While, the impact assessment on the whole economy has been done using the Macro Fiscal Model used by the MoF. 
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The medium- term projections, presented in this current version of ERP, incorporate 

projections of the World Economic Outlook, which were lastly updated in October 2020. When 

comparing the Real GDP projections presented in the World Economic Outlook (WEO) and 

those in the Autumn European Economic Forecast (by the European Commission – EC), it can 

be noticed that the WEO projections are slightly higher in 2021 and onwards. Such divergence 

is mostly attributed to IMF lower expectations in 2021 f compared to those of EC (Table 6).  

Table 5 Differences in Projections between WEO (October 2019) and EC (Autumn 2019) 

Geographic Area   2018 2019 2020 2021 2022 2023 

Global 
WEO 3.5 2.8 -4.4 5.2 4.2 3.8 

EC 3.5 2.7 -4.3 4.6 3.6 n/a 

Euro Area 
WEO 1.8 1.2 -8.3 5.2 3.1 2.2 

EC 1.9 1.3 -7.8 4.1 3.0  n/a 

2nd Risk: Domestic environment will continue to generate risks during 2021 and onwards 

depending on the magnitude and timing of the implementation of the recovery stimulus to 

mitigate the impact of the negative consequences of Covid-19 and to maintain supply and 

demand capacities in the economy. However, the risk in 2021 and onwards is expected to be 

small considering that the government recovery stimulus at around 220 million Euros is 

planned to be executed in the first half of 2021. Also, the likelihood of prolongation of the 

pandemic situation and consequently the second closure of the economy is still present. The 

latter can lead to the increased uncertainty more than expected and consequently negatively 

affect the decision-making of economic agents to consume and invest. 

3rd Risk: The risk of non-realization of projects related to capital expenditures, especially 

under the Investment Clause is expected to prevail over the medium- term, as well.  

In order to support cautious planning, the medium- term macroeconomic projections, which 

serve as the main bases in projecting tax revenues, takes into account the historical under- 

execution of capital expenditures financed by the regular budget and even more conservative 

assumptions for loan – financed projects. Thus, in the baseline scenario the investment clause 

is projected to be executed at a level of 40% in 2021 and at an accelerated level of 70% and 

75% in years 2021 and 2022, respectively; while for capital expenditures financed by regular 

budget, it is assumed an execution level of 93% on average over the medium- term. 

Nonetheless, under execution of capital projects from the assumptions of the baseline scenario, 

especially for projects financed by loans, is seen as a potential risk for lower economic growth 

and therefore lower budget revenues. The execution of capital projects financed by 

concessionary debt, after the signing of financial agreements, remains challenging for budget 

organisations. This is mainly due to a rushed decision- making on loans, without making sure 

that all the preconditions are met and the right needed preparations, studies and market analysis 

are done, in order to ensure the immediate initiation of projects after loan ratification and 

efficient use of funds. Therefore, for the purposes of downside risks assessment, an even lower 

execution level of capital expenditures is assumed: a level of 40% for capital expenditures 

under the investment clause on average (more specifically 30%; 40% and 50% in years 2021, 

2022 and 2023, respectively) and an average level of 80% for those financed by regular budget 

over the forecast horizon (2021- 2023).  

The risk (3rd) that comes from the pressure for new initiatives for social transfers during 

year 2021 remains the same as in year 2020. As presented in this version of the Budget for year 

2021, the budget deficit according to the fiscal rule is expected to be around -4.2% of the GDP. 

Although this level is allowed as a result of Government Decision No. 03/02 for temporary 
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exceeding of the budget deficit ceiling up to 6.5% of GDP, in the medium term a gradual return 

to the basic deficit ceiling is expected. According to medium- term projections, the budget 

deficit as percentage of GDP is expected to be around -2.4% and -1.8%, respectively. 

Consequently, the space to accommodate new social transfer initiatives is limited and any new 

initiative would jeopardize the plan to adjust the ceilings and bring them in line with Article 

22A of the Law on Public Financial Management and Accountability. 

4th Risk: Also, the contingent or extra-budgetary risk, which may result from the poor 

performance of public enterprises (POE) is expected to be high, following the unsatisfactory 

performance of public enterprises as a result of pandemic situation, but also other factors 

carried over from the period before the pandemic.  

Fiscal risks due to the accumulation of arrears (5th) - which may arise as a result of existing 

public contracts, may produce financial liabilities to the state budget. Over the past years this 

risk has been particularly significant for the local level of government. Looking at the execution 

of the municipal budget and projections for revenues at this level, we do assess that the risk 

remains at the same levels in 2021 and onwards. 

The impact of some of the above mentioned risks on Real GDP growth and main fiscal 

indicators is summarized in the following table (Nr. 6).  The first two shocks (remittances and 

foreign demand shock) relate to the first risk stemming from the uncertainty surrounding 

external environment, while the third shock (precautionary savings) relates to the domestic 

environment, and finally the last shock refers to the execution of the investment clause.  

Table 6 Sensitivity analysis of the GDP and fiscal variables to various risks  

Name of shock 

Magnitude 
of shock 

compared 
to baseline 

Real GDP  Revenue  Expenditure 
Budget 
Balance  

impact in 
p.p  

impact in million Eur 

1st: Remittances   -10% -1.5 p.p - 54 mln None - 54 mln 

1st: Foreign Demand Shock -1% -4.6 p.p -23.1 mln None -23.1 mln 

2nd: Precautionary Savings -1 p.p - 2.0 p.p - 72.8 mln None - 72.8 mln 

3rd: Investment Clause  Up to 30% -0.9 p.p -35.9 mln None -35.9 mln 

 Upside Risks 

i) Realization of the potential of strategic investment through the Investment Clause 

continues to be challenging over the medium- term. Based on recommendations of the National 

Audit Office and based on the implementation plan of the recommendations approved by the 

Government, reporting to the Government on the level of execution of the borrowing projects 

has started. Before this change, reporting was directed only to the Minister of Finance and 

individual quarterly reports were received by the implementing Budget Organizations and 

Project Implementing Units as required by legislation. In this view, it is expected a higher level 

of commitment in the execution of these projects, and therefore for the purposes of upside risks 

assessment, a higher execution of the investment clause is assumed, at around 80% for three 

years.   

ii) Successful implementation of four (out of 20) structural reform measures13 is considered 

to have a considerable impact on the baseline scenario over the medium- term. In absence of 

                                                 
13 The economic impact assessment of structural reforms is realized using a new methodology consisting in Computable General Equilibrium 

Model. A very detailed explanation on the transmission mechanism of the impact of each structural reform is found in the Annex 

(Information Box 2).   
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disaggregated data in the case of Kosovo, it is not possible to realise the economic impact 

assessment of all reforms identified in this year’s ERP, and therefore, in the current draft of 

ERP, four structural reforms measures were selected for a thorough economic impact 

assessment. 

ERP Measure # 11: Reducing the informal economy- Increase in direct tax revenues. 

An increase in direct tax revenues is assumed as a result of increased inspection efforts. More 

specifically, the scenario assumes a gradual increase in effective direct tax rates over the 2021-

2023 from 7.9% to 10% on all labour incomes (PIT) and from 3.2% to 5% on capital incomes 

(CIT and Real Estate taxes).. In this scenario, there is no distinction between increased rates 

and increased tax base - we are here looking at increased effective tax rates (i.e. incorporating 

either change). 

ERP Measure #1: Reducing Energy Consumption through Energy Efficiency Measures – 

Reduction in energy losses and subsidy requirements 

The scenario focuses on the energy sector in Kosovo. The analysis simulates an elimination of 

energy subsidies from the current level of 3.5 % of GDP through effective tariff adjustment. 

We expect this measure to impact the real, fiscal and energy sectors in different ways. In 

addition to strengthened government savings, higher prices on energy and on products using 

energy as intermediary input could lead to efficiency gains as consumption is decreased. 

Reduced subsidies would not only support fiscal consolidation but also investment through 

higher government savings. 

ERP Measure #9: Establishment and functioning of the Commercial Court – Reduction in 

Capital Risk Premiums 

The third scenario assumes that the risk premium in the Kosovo economy is reduced by 5% 

over the baseline scenario. The impact is simulated by assuming an increase of foreign 

financing (CAB) by 3.9% pp to GDP in 2022 and 2023; 

ERP Measure #20: Increased employment due to targeted training of unemployed;  

In the fourth scenario explores the impact of increasing labour employment for Household 

deciles 1-5 by 1.5% pp. 

 

 Aggregated Results of Upside and Downside Risks 

When aggregating all downside risks, the Real GDP growth is estimated to fluctuate around 

2.7% on average over the period 2021- 2023, which is around 1.9 percentage points lower than 

the baseline scenario. Whereas, materialization of the structural reforms related to reducing 

informality, establishment of the Commercial Court and energy consumption reduction would 

produce an additional stimulus to GDP growth in the magnitude of 0.6 pp. In such 

circumstances, over the medium term real GDP growth would fluctuate at around 5.1%. When 

accounting for a higher execution of capital projects under the investment clause, GDP would 

be even higher, around 5.3%.   

The graph displays that the balance of risks is slightly skewed downwards. Compared to the 

2020 ERP, the balance of risks has further deteriorated, reflecting risks from the external 
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environment and risks from the domestic environment coupled with uncertainties induced by 

development in the political environment. 

Figure 10: Real GDP growth under various alternative scenarios 
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3. FISCAL FRAMEWORK  

  Policy strategy and medium-term objective 

Economic recovery and strengthening of the country’s fiscal position will be the main objective 

of the Government in the period covered in this document.  Fiscal stability and further 

strengthening of processes and mechanisms that enable this stability, have a direct impact in 

the successful implementation of Government’s priority reforms and the Economic Recovery 

Program. Consequently, these reforms affect both the direct and indirect support to an increase 

in the economic activity in the private sector of the country. 

The Government of Kosovo will pay special attention to tax policies and tax administration to 

ensure that any change in the system is done in consultation with interested parties, especially 

the business community, in order to make sure that those changes favour economic activity and 

employment, and ensure stable financing for Government operations.  In the context of tax 

administration, there will be further development of taxpayer service automation, lower direct 

communication between taxpayers and tax officials, application of a risk-based approach, and 

all this will improve service quality, increasing voluntary compliance and reducing informality. 

Some of the main measures are as follows: 

 Enhancing domestic VAT collection. 

 Automatizing the tax refund system. 

 Encouraging businesses to operate in the formal sector by simplifying tax declaration 

procedures and increasing the benefits of operating in the formal sector. 

 Reviewing taxation legislation. 

 

Businesses will be encouraged to operate in the formal sector of the economy through a new 

package. Legal gaps will be filled, in line with European Union legislation. Inter-institutional 

cooperation will increase to ensure that businesses operate in the formal sector. In particular, 

in the construction sector, where the informal economy is at high level, a complex system of 

company supervision will be built in terms of employment of employees, movement of 

construction goods and performance of construction work. In the hospitality sector, the 

employment of workers and the turnover of revenues and goods used to assess fair tax reporting 

will be monitored and compared. For the service sector (lawyers, healthcare, accountants, 

auditors, software developers, architects, various agencies, other service professions, etc.) a 

special tax administration unit will be created to specialize in supervising these activities in 

order to make sure that compliance is in order. 

 Budget implementation in 2020  (Preliminary Data) 

In 2020, the economic situation and perspective in Kosovo has changed due to the COVID-19 

pandemic. The impact on the economy of the pandemic and the measures taken by the 

government have caused the fiscal projections for this year to change compared to the initial 

projections of the 2020 budget. Assessments in the reviewed Budget for total revenues for 2020 

projected an annual decline of around 5.3%, however, the preliminary report on the current 

performance suggests that the year ended with a more highlighted decline at around 9.3%, thus 

representing a 95.8% realization rate. 
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Revenues from indirect taxes have marked a more noticeable decline compared to other 

revenues as they directly reflect the drop in imports of goods, representing 95.9% realization 

rate. Revenues from customs duties in this period marked an annual decrease of 22.2%. Border 

VAT revenues marked an annual decline of 9.9% based on the preliminary report of 2020. 

Also, excise revenues as one of the highest contributors to revenues, marked a decline of 8.9% 

by the end of the year. This decline is mainly attributed to the economic decline in the country 

which directly affects the reduction of demand for fuels, and was reflected in the continuous 

drop in regular imports of oil and gasoline during this period. Also, the import of cigarettes and 

alcoholic beverages declined during this period, mainly as a result of the restriction of the 

activity of restaurants and coffee bars.  

On the other hand, revenues from direct taxes had a decline of about9.0% in annual terms, as 

a result of lower economic activity and containment measures, representing a 94.1% realization 

rate. The most significant annual decline during this period is in property tax revenues by 

18.0% for 2020. Revenues from Personal income tax, as the largest component of direct taxes, 

had an annual decline of 5.0% during this period. While revenues from corporate income also 

declined by 10.3%. 

On the other hand, total budget expenditures in 2020 marked an increase of about 6.7% 

compared to last year, reflecting the government fiscal measures, yet they still remained at only 

85.3% realization rate. The category of “goods and services” remains at similar levels as in 

the same period of last year, with only -0.1% growth. The savings realised in this category due 

to the slower activity of public administration was offset by higher expenditures with regard to 

the management of the pandemics situation. The category of “subsidies and transfers” was 

about 38.7% higher in annual terms reflecting the Government measures to combat the effect 

of the pandemic, which were mainly in the form of transfers. Whereas, the category” wages 

and allowances” has marked an annual increase of 7.3% compared to last year which came 

mainly from additional allowances stemming from the economic recovery measures.   

Total capital expenditures based on preliminary assessments of 2020 marked an evident 

decline of -28.4%, partly as a result of the late approval of the Budget for 2020 and mainly as 

a result of the nature of the pandemic situation, which paralyzed the vast majority of the 

economic activities. The realization rate was also lower than anticipated, at bout52.1% of the 

Revised Budget projection.  

Interest expenses for this period reached €27.5 million and are higher for 17.3 % compared to 

the previous year.  

 

Table 6 General Government Operations, in millions of Euros 

Description 2019 
2020 

R.Budget 

2020 

Preliminar

y 

1. Total Revenue 1,888.2 1,788.5 1,713.5 

1.1 Tax Revenue 1,662.0 1,565.2 1,501.3 

Direct Taxes 292.3 282.4 265.9 

Tax on Corporate Income 94.6 89.8 84.86 

Tax on Personal Income 165.6 159.6 157.35 

Tax on Immovable Property 27.3 28.7 22.36 

Other 4.8 4.4 1.28 

Indirect Taxes 1,415.3 1,322.4 1,268.5 

Value Added Tax: 845.6 790.5 767.6 
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Domestic: 239.2 238.1 221.1 

Border:  606.4 552.4 546.4 

Customs Duty  130.3 105.9 101.4 

Excise 435.5 422.6 396.6 

           Other indirect 3.8 3.4 2.9 

Tax Refunds -45.5 -39.6 -33.0 

1.2 Non-tax revenue 214.6 188.9 176.7 

Fees, charges, and other - Central Level  121.4 105 99.3 

Fees, charges, and other - Local Level  50 47.1 42.5 

Concessionary fees 11.1 2.7 2.7 

Royalties 29.4 30.2 29.3 

Interest income (KEC loan) 2.7 4 3.0 

1.3 Budget support and grants 11.5 34.4 34.0 

1.4 DDG - Donor designated grants  8.0 12.0 8.5 

2. Total Expenditure 2,093.4 2,620.4 2,233.9 

2.1 Recurrent Expenditure 1,538.8 1,860.5 1,826.1 

Wages and Salaries 615.9 620.7 634.3 

Goods and Services 295.6 315.4 281.5 

Subsidies and Transfers 627.3 678.6 622.2 

Economic Recovery Program 0 364.6 288.1 

                  of which: Wages and Allowances   26.5 

                                   Goods and Services   13.8 

                                   Subsidies and Transfers   247.8 

                                  Capital Expenses through investment clause    

2.2 Capital Expenditure 531.2 729.9 380.3 

Regular budget financing 386.8 397.4 301.1 
Debt financing through the investment clause 12.5 147.5            25.2 

Liquidation proceeds (PAK) 131.9 185 54.0 

2.3 Public Debt Interest 23.5 30 27.5 

Budget deficit (fiscal rule def.) as % of GDP -0.4% -6.5% -6.0% 

Available bank balance as % of GDP 5.0% 3.1% 3.2% 

 

Overview of fiscal implications of the Covid-19 crisis: 

After the spread of COVID-19, Government of Kosovo adopted both restrictive measures and 

an Emergency Fiscal Package, which aimed to address the socio-economic problems caused 

by the COVID-19 pandemic.  This package consisted of a total of 15 measures, which aimed 

to provide immediate assistance of citizens and businesses that were influenced the most by 

the measures imposed by the government regarding the restriction of economic activity for 

some sectors and the movement of citizens. The package was later enlarged as part of the 

Economic Reform Program, and by the end of October, around €210 million Euros in total 

have been disbursed with regard to mitigating the pandemics consequences.  

Besides these assistance measures, the government has also provided businesses with tax 

payment deferrals but most of them had to be paid within 2020. There has been only one 

measure that has postponed the payment instalments in 2021, and that is the concessionary fee 

paid by the Pristina International Airport “Adem Jashari” (-0.15% of GDP). However, another 

factor that has contributed to additional budget revenues due to COVID, is an additional grant 

by the European Union through the Resilience Contract (+0.31% of GDP). The net impact of 

these two components on revenues is presented in the table below.  

Nonetheless, revenues have been impacted by the slowdown of economic activity and 

containment measures that have restricted their operations. The impact on this crisis is more 

pronounced in 2020 (2.3% of GDP), however it is expected to have a negative effect even in 

the medium term.  
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The crisis however, has brought the need for additional financing. The government has received 

additional financing in the amount of 207 million Euros in 2020, of which 52 million Euros 

from the IMF Rapid Financing Instrument; 50 million Euros from the EU Macro Financial 

Assistance; 50 million Euros additional domestic debt through private placement to the Kosovo 

Pension Savings Trust; 18.8 million Euros from the Council of European Development Bank 

(CEB); and 36.5 million Euros from the World Bank. This has contributed to an additional 

increase in public debt of around 3.1% of GDP. 

 
Table 8 Estimated Fiscal Impact of the COVID 19 Crisis in 2020 

 

Due to one-off 

discretionary measures 

(in % of GDP) 

Due to further 

discretionary measures 

(in % of GDP) 

Due to the slowdown 

of economic activity 

(in % of GDP) 

On budget expenditure  4.1%  

On budget revenue 0.16%  -2.3% 

Total budget impact 0.16% 4.1% -2.3% 

On public debt 3.1%   

On contingent liabilities    

 

 Budget Plans for 2021 

Budget revenues for the 2021 are expected to stabilize and mark an increase of 5.6% compared 

to the Revised Budget for 2020, however, general uncertainties arising from the situation 

created by COVID-19, may affect the change (revision) of revenues in the medium term period. 

If we compare 2021 with the preliminary end of year revenues for 2020, an increase of 10.2% 

is foreseen. This is because the amount of total revenues at the end of 2020 is expected to be 

lower than the one projected in the budget revision for 2020. 

Revenues from indirect taxes will continue to have the highest share in total revenues, at 

around 75.2% in 2021 and are expected to increase by about 7.3% compared to the Revised 

Budget of year 2020. However, compared to the realization of the end of 2020, they are 

expected to increase by 11.9%.  

VAT is expected to increase by 9.1% compared to the revised budget of 2020, driven by 

increased imports of goods and general consumption. It is also worth noting that a positive 

effect on domestic VAT comes also from exports of travel services, which mainly represent 

the consumption of emigrants during their stay in Kosovo. These projections also consider the 

Government’s decision to deduct VAT for some product categories (as part of the Recovery 

Law). If we compare the projections with the actuals for 2020, it will reflect an increase about 

12.3%. Excise revenues are projected to increase by 0.6% during 2021 compared with the 

revised budget but if we compare it with the realization of 2020 it will be a higher increase of 

7.2%. Whereas, customs duties are expected to increase significantly by 21.1% compared to 

the revised budget based on the increase in imports of goods and it will be an even higher when 

compared with the realization of 2020 (26.4% increase).  

Revenues from direct taxes during 2021 are expected to increase by about 7.6% compared to 

the Revised Budget of year 2020 and constitute 16.1% of total revenues. This evident growth 
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in year 2021, comes mainly as a result of the base effect and a recovery of the economy after 

the contraction of economic activity in 2020. However, compared to the realization for 2020, 

the increase is expected to be even higher, around 11.7%. 

Non-tax revenues during 2021 are projected to have an increase of 5.7% and reach the amount 

of 199.8 million euros. One of the contributing factors to this increase is the postponement of 

concession tax payments for 2020 which is expected to be realized in the next budget year. 

Nonetheless, because of the Economic Recovery Law, the revenues from royalties will be about 

50% lower than initial plans before this law. Article 14 of the law exempts companies from 

paying this fee for the first half of the year. In comparison with the realization by the end of 

2020, a higher increase by around 11.2% is expected.  

Total budget expenditures in 2021 are expected to decline by 6.3% compared to the planned 

expenditures in the Revised Budget for year 2020 but compared to the lower execution amount 

of the expenditures for 2020, expenditures will have an increase by 9.9%. Year 2021 is 

characterized by a decline in some of the expenditure categories mainly due to the base effect 

of 2020, when there was a significant increase in some categories as a result of Government 

fiscal stimulus measures, which are planned to continue during 2021 but at a lower rate 

compared to those in 2020. 

Total Current Expenditures during 2021 are planned to decline by 3.8% compared to the 

Reviewed Budget, reaching the value of 1757.9 million Euros, of which about 178.0.4 million 

Euros are planned under the Economic Recovery Program. In comparison with the executed 

budget of 2020, total current expenditures will have decrease of 2.0%.  

Regular expenditures for the category of wages and allowances (regular) are planned to be 

625.8 million euros and to mark an increase by 0.8%, staying within the fiscal rule. Whereas 

compared with realization of 2020, it is a decrease of 1.3%. 

Expenditures in the category of goods and services (regular) are planned to decline by 0.5% 

compared to the Reviewed Budget for year 2020 but compared to the execution in 2020, this 

category will have an increase of 11.5%.  This expenditure category accommodates the 

expenditures for the municipal and central elections; the census in 2021; and the expenditures 

for the purchase of Covid-19 vaccines 

Subsidies and transfers (regular) during 2021 are expected to decline by 5.8% mainly as a 

result of high spending in year 2020, and are expected to have a share of 8.9% in relation to 

the projected GDP for 2021. If we compare this amount with the execution plan for 2020, we 

expect an increase by about 2.7%.  

Capital expenditures constitute a significant part of total expenditures and are expected to 

represent about 25.5% of total expenditures in 2021. During this period, is expected the 

implementation of capital projects based on a list of priorities containing projects with an 

impact on improving the network of transport, improving the electricity network and improving 

conditions in education, the social and the health system. The largest part of the capital 
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investments is expected to be financed from the regular budget, but a large number of projects 

in various sectors are planned to be financed by external lending through the investment clause. 

Whereas 32.8 million euros are allocated for the current reserve category.  

Economic recovery program foresees the expenditures in the amount of 222.4 million euros for 

year 2021. Expenditures under this program constitutes 3.1% of GDP projected for year 2021. 

Largest part of these expenditures are dedicated to the category of subsidies and transfers, 

which constitutes 47.7 % of all expenditures or 106.1 million euros. For wages and allowances 

are planned to be allocated 14 million euros, 50 million euros for goods and services, 7.9 

million euros for support to municipalities, and 44.4 million euros are capital expenditures 

financed by the investment clause and on-lending). 

 Medium-term budgetary outlook 

In the next two years (2022 - 2023), total budget revenues are expected to increase by an 

average of 5.4%.  

Revenues from corporate income tax are projected to increase on average by 3.6%, thus 

amounting to 105.2 million euros by 2023.  Domestic VAT is projected to increase by 3.8% in 

the medium term, reaching amount of 265.4 million euros by 2023. While, revenues from 

personal income tax are projected to increase by 3.6% on average over the medium- term. The 

more highlighted growth is on property tax revenues by 20.3%. 

Revenues collected from border VAT are projected to increase by 5.8%, on average. The 

projected increase is more highlighted in 2022 (by about 6.7%), reflecting the performance of 

imports of goods. During the mid-term, revenues from excise are expected to increase by an 

average of 4.0%, in line with real GDP. While, revenues from customs duties are expected to 

increase by an average of 6.3%. The increase is mainly driven by the increase in the tax base 

of each type of tax, but considering also the negative effect of the free trade agreement with 

Turkey and the SAA.       

Non-tax revenues are expected to follow their historical trend and have an increase of 9.1% 

in the period 2022-2023, however, they are projected to maintain the same level as a percentage 

of GDP by 3.0% over the medium term. Revenues from concessionary fees are expected to 

increase on average by 10.5% over the medium-term and revenues from royalties are expected 

to maintain the same level as a previous year. 
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Figure 11 Revenue structure  

 
 

 

During the following years 2022 and 2023, total expenditures are planned to increase at an 

average rate of 0.4%. Regular current expenditures are planned to increase by about 1.3%, with 

the highest increase in the category of goods and services by an average of 5.2% over the 

medium term. Expenditures on wages and allowances are planned to increase by an average 

of 1.5%, whereas the category of subsidies and transfers by an average of 1.5%.  

 

Capital expenditures are planned to increase on average by about 7.1%. It is worth noting that 

during 2022 and 2023, no funds are planned from the privatization process. As a share of GDP, 

capital expenditure is expected to be 9.1 in both 2022 and 2023. 

 
Figure 12 Structure of budget expenditure   
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 Fiscal impact assessment of some key structural reforms 

Considering the fact that an economic assessment has been conducted on four structural 

reforms (within this ERP), the following table shows these reforms’ fiscal costs. Most of the 

costs consist of capital expenditure with approximately 80% (all allocated for measure #1), 

followed by subsidies and transfers with 17% (for measure #20), and lastly wages and salaries 

with 2% and goods and services with 1%. Most of the costs for these measures are planned for 

2021 (over 44%), whereas for the following years the costs are lower (33% and 23% in 2022 

and 2023, respectively). 

Moreover, in the table below there is data regarding the financing sources of each measure. 

Approximately, 21% of these measures are financed from the budget and 79% through other 

means of financing, such as grants from donors, loans or private investments (such as in the 

case of measure #1). Based on this data, it can be noticed that the costs for implementing these 

measures are shared between the public and private sector in Kosovo, and donors from 

international institutions. 

Table 8 Costing of some of the key structural reforms 

 Measures (in Eur) Year   Financing Sources 

  2021 2022 2023 Total Budget Other 

Measure #1: Reducing Energy 

Consumption through Energy 

Efficiency Measures 

49,410,288 33,566,643 21,000,000 103,976,931 3% 97% 

Measure #9: Establishment and 

functioning of the Commercial 

Court 

25,440 899,025  779,805  1,704,270 86% 14% 

Measure # 11: Reducing the 

Informal Economy 
653,300 194,100 36,000 883,400 67% 33% 

Measure #20: Increased 

employment due to targeted 

training of unemployed 

7,520,000 7,580,000 7,630,000 22,730,000 95% 5% 

 

 Fiscal Structural Balance  

Structural balance represents the fiscal balance of the government, corrected for the effects or 

fluctuations of the business cycle, which are not directly controlled by the government. Often 

it is argued that the overall fiscal balance does not provide a comprehensive view of the fiscal 

position because this position is also influenced to a considerable extent by the business cycles, 

which an economy goes through. During periods, when an economy experiences accelerating 

economic growth, tax revenues tend to increase; while in the conditions of economic 

slowdown, budget revenues, especially those stemming from income and consumption, are 

reduced and at the same time government spending increases, mainly due to higher expenditure 

on unemployment benefits.14 These developments in fiscal indicators, which occur without any 

discretionary government intervention, help alleviate economic fluctuations and are therefore 

known as "automatic stabilisers". The structural fiscal balance (adjusted for business cycle) 

aims to measure the fiscal position “free” of these stabilisers, with the aim of better 

understanding the scale and intensity of discretionary fiscal policy. 

                                                 
14 Literature suggests that usually unemployment benefits are the only cyclical component of expenditures that should be taken into account 

when calculating structural fiscal balance.  
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In order to obtain the structural balance, it is important to isolate the cyclical component of the 

fiscal balance, which in turn depends on the size of the output gap and on the output elasticity 

of the budget. In the case when an economy is at its potential level (output gap is zero), this 

cycle component of fiscal balance will be zero and consequently the current fiscal balance 

represents at the same time the structural balance. Assessment of the structural balance 

presented in this section, should be interpreted with considerable caution, considering the 

limited availability of the GDP data. In this updated version of ERP, structural balance is 

estimated using annual data covering the period 2017-2023 (in total 17 observations, out of 

which 4 are projections). 

The variables used in this calculation are: real GDP, potential GDP (calculated using the Cobb-

Douglas production function), output gap, budgetary revenue (tax revenues (in real terms), 

non-tax revenues (in real terms), grants, expenditure (in real terms), and the elasticity of the 

annual change of tax revenues (in real terms) in terms of the annual real GDP change 

(calculated using OLS regression (Ordinary Least Squares)). It is worth noting that the 

Consumer Price Index was used to transform the variables into real ones, namely the tax and 

non-tax revenues and expenditure. 

In order to remove the cyclical component, or to 'adjust' the variables needed for this 

calculation, the following formula was used: 

𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒 = 𝑈𝑛𝑎𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒 ∗ (
1

𝑂𝑢𝑡𝑝𝑢𝑡 𝑔𝑎𝑝
)𝐸𝑙𝑎𝑠𝑡𝑖𝑐𝑖𝑡𝑦 

Regarding tax revenues, as mentioned earlier, the elasticity of the annual change of tax 

revenues (in real terms) in terms of the annual real GDP change has been used (calculated using 

OLS). The value of this elasticity is 1.19. This elasticity implies that tax revenues 

disproportionately grow more than GDP grows, which can be explained by several factors. One 

can be that the tax revenue series are not adjusted or corrected for discretionary policy changes. 

Another reason can be attributed to distortions brought by the informal sector, which affect tax 

buoyancy and elasticity. As for the elasticity used to ‘adjust’ non-tax revenues, the value 1.00 

was used. The rationale for the use of this value is based on the theoretical explanation that 

non-tax revenues usually move in line with GDP. Also, taking into account the fact that Kosovo 

does not have automatic stabilisers (such as unemployment benefits), implying that 

expenditures do not depend on the cyclical state of the economy, no adjustment was applied to 

any expenditure category.  The same applies to grants.  

After the above-mentioned variables were ‘adjusted’, the primary structural balance was 

calculated as in the following: 

Primary Structural Balance =Tax Revenues + Non-tax Revenues + Grants – Expenditure 

 

 

Figure 13 Unadjusted Primary Balance, Primary Structural Balance and the Output Gap (2007-2023) 
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Graph 12 shows the performance of the relationship between the unadjusted primary balance, 

structural primary balance, and the output gap. The primary structural balance shows what the 

primary balance would be like if the current GDP were equal to the potential GDP (or shortly, 

if the cyclical component is isolated from the primary balance). Additionally, it shows that 

during periods when the economy operates below potential (or when output gap has negative 

value), the primary structural balance is higher than the unadjusted primary balance, and vice 

versa. Based on these results, the periods during which the economy was operating below 

potential are year 2014 and 2020 onwards. During the other periods, the economy on average 

operated slightly above potential. 

However, in order to better understand the results from this calculation, the fiscal stance 

variable should be analysed the most. This variable indicates whether the fiscal position of the 

government has been expansionary or contractionary over time. 15  Based on the results shown 

in Figure 13, it can be seen that Kosovo from 2012 onwards (even in the projected years 2020-

2023) has pursued and is expected to pursue an expansionary fiscal policy.  

Lastly, the variable 'Fiscal Impulse', calculated as the annual growth rate of the fiscal stance, 

measures the contribution of the government budget to aggregate demand, with negative values 

indicating an increase in fiscal momentum, and positive ones indicating a withdrawal of fiscal 

momentum in aggregate demand. From the calculations shown in Figure 13, it can be noticed 

that the measures taken by the Government during the pandemic period have increased and are 

expected to increase the fiscal impulse in aggregate demand during the years most affected by 

the pandemic (2020 and 2021). The highest value since 2010 reached the value (minus) - 1.7 

percent–in both 2020 and 2021. Also, the largest change in the fiscal impulse is observed from 

2019 to 2020 (from 0.1 percent to -1.7% percent). 

                                                 
15 This variable is calculated by subtracting from the primary structural balance (of any year) the value of the primary structural balance from 

the base year. In this analysis, the base year is 2010, since during 2010 the current GDP was almost equal to the potential GDP. If the values 

are negative, then it means that during that year, compared to the base year, there are expansionary policies, and in the case of positive 

values - contractionary policies. 
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Figure 14 Primary Structural Balance, Fiscal Stance and Fiscal Impulse (2007-2023) 

 

 Debt levels and developments, analysis of below-the-line operations and stock-flow 

adjustments  

Kosovo has adopted a prudent legal framework to prevent unsustainable debt practices. The 

Law on Public Debt Nr. 03/L- 715, gives the Minister of Finance exclusive authorization to 

incur debt and negotiate conditions of international debt on behalf of Kosovo. Under the 

Constitution, every international agreement has to be ratified by a two-thirds majority in 

Parliament.   

The Law on Public Debt includes several provisions that ensure fiscal stability, including a 
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Contingent liabilities are accounted as public debt, as per this indicator. The Law on Public 
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Public Debt, and it is regulated by the Regulation on Primary and Secondary Market for 

Government Securities Nr. 01-2014.  

The issuance of Government Securities (domestic debt) is authorized by the Law on Public 

Debts and is regulated by the MoF-CBK Regulation no. 01-2014 on Government Primary and 

Secondary Market of Government Securities. The current practices of state debt management 

are in full compliance with the requirements arising from the primary and secondary 

legislation.  

In order to advance and align the legal infrastructure with European Union standards and 

international best practices, during 2018 primary and secondary legislation has undergone a 

review process, which was expected to complete in the first half of 2020. Due to the situation 

created by the pandemic, the new Law is yet to be approved, possibly by the end of 2020. 

The table below shows debt levels throughout the years.  

Table 7. Total Government Debt, in million euro (unless otherwise indicated) 

Description 2017 2018 2019 P.2020 P.2021 P.2022 P.2023 

International Debt 422.2 416.4 409.1 719.5        1,111.2             1,386.6    1,625.4  

Domestic Debt 574.3 676.6 791.9       962.1  
     

1,132.1  
   1,282.1       1,432.1  

Total Government 

Debt 
996.5 1,093.0 1,201.1 

                
1,681.6  

             
2,243.2  

             
2,668.7  

          
3,057.5  

State Guarantees 44.0 44.0 42.7 31.65 30.63 29.61 28.59 

Debt/GDP  16.62% 16.91% 17.46% 24.61% 31.88% 35.94% 38.93% 

 

Contingent Liabilities  

By the end of 2019 the state guarantee portfolio comprised of three state guarantees:  

 the first state guarantee was issued in the amount of Eur 10 million, towards DIFK for the 

credit line provided by the EBRD. The credit line is not withdrawn yet, and its last 

availability date is December 2020. 

 the second international state guarantee, was issued in 2016, to the local public enterprise 

Urban Traffic for the loan provided by the EBRD in the amount of Eur 10 million. The loan 

was fully disbursed and its repayment started by 2018. 

  the third guarantee was issued in 2016 in the amount of Eur 24 million to guarantee the 

second credit line of DIFK. The credit line is not withdrawn yet, and its last availability 

date is December 2023. 

As shown in the table below, the amount of state guarantees is decreasing. During 2020 the 

Government has not entered into new state guarantee agreements.  

Table 8. State Guarantees 

 2017 2018 2019 P.2020 P.2021 P.2022 P.2023 

State Guarantees 44.0 44.0 42.7 31.7 30.6 29.6 28.6 

Guarantee for Credit Line of DIFK 10.0 10.0 10.0 0.0 0.0 0.0 0.0 



 

49 

 

Guarantee for Urban Traffic Pristina 10.0 10.0 8.7 7.7 6.6 5.6 4.6 

Guarantee for Second Credit Line to 

DIFK 
24.0 24.0 24.0 24.0 24.0 24.0 24.0 

State Guarantee (% of GDP) 0.7 0.7 0.6 0.5 0.4 0.4 0.4 

 

 

 Sensitivity analysis and comparison with the previous programme  

 Comparison with the previous programme 

Due to the situation caused by the COVID-19 pandemic, the Government priorities are oriented 

towards overcoming the crisis and economic recovery. Therefore, the main objectives set in 

the ERP 2021-2023 are: i) the battle to defeat the pandemic, and ii) post pandemic economic 

recovery. The impact on the economy of the pandemic and the measures taken by the 

government have changed macro-fiscal projections for this year compared to the ERP 2020 

projections, which explain the main part of the deviations with the previous programme.  

 

As a result of the decline in economic activity revenues have been revised downwards 

significantly.  

Compared with ERP 2020, in ERP 2021, revenues are projected to be lower for year 2020 by 

12.6% (-13.5% tax revenues and -16.4% non-tax revenues), whereas for 2021 revenues are 

lower for 11.1% (-11.1% tax revenues and -11.2% non-tax revenues) and for 2022 lower for 

10.6% (-11.5% tax revenues and -3.8% non-tax revenues). 

 

On the other hand, in order to accommodate new initiatives to address the socioeconomic 

consequences of the pandemic, overall expenditures have been revised upwards by 6.2% in 

2020 (13.2% current expenditures and -8.0% capital expenditures), while for the next two 

years’ expenditures are revised downwards for 3.5% and 9.2%, respectively.  

 

As a result of lower revenues and higher expenses, the Government approved a decision for 

temporary exceeding of the budget deficit limit up to 6.5% GDP and reduction of the usable 

bank balance limit up to 3% GDP.  

 

Fiscal deficit, according to the fiscal rule, in 2020 is expected to reach the level of - 6.0% GDP 

(€-419.1 million), while the usable bank balance will be about 3.2% GDP (€219.9million). In 

the following years (2021, 2022 and 2023), the budget deficit is expected to gradually decrease 

to -4.7%, -2.4% and -1.8%, respectively. Whereas, the usable bank balance is expected to be 

3.2% of GDP in 2021, 3.0% of GDP in 2022 and 3.2% of GDP in 2023.   

 

A more complete comparison with the previous program is presented in annex 1, table 9. 

 

 Fiscal governance and budgetary frameworks 

Different from the previous years, due to the situation caused by the COVID-19 pandemic, 

during 2020 there have been some changes regarding the fiscal governance and budgetary 

frameworks. In order to create the necessary fiscal space to address the issues caused by the 
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COVID-19 crisis (declining tax revenues and increased spending), the following fiscal rules 

were temporarily amended in early June16: 

 The fiscal deficit has been allowed to reach 6.5 percent of GDP, from what was 2 

percent of GDP previously; and 

 The bank balance has been allowed to reach 3 percent of GDP, from what was 4.5 

percent of GDP previously. 

 Sustainability of Public Finances  

Different from previous years, the situation caused by the COVID-19 pandemic has led the 

government to take decisions to change fiscal governance in 2020. In order to create the 

necessary fiscal space to address the issues caused by the COVID-19 crisis (decline in revenues 

and the need for fiscal packages), in 2020 the fiscal rules of the deficit limit and that of the 

bank balance were temporarily changed. 

 Debt Sustainability 

 

Public debt to GDP ratio is within stable levels, but with an upward trend driven mainly by 

projects financed by International Financial Institutions. Nonetheless, in 2020, another factor 

that has started to impact the growth of public debt has been from additional funding to address 

the economic crisis caused by COVID-19. However, the fiscal rules in force that limit public 

debt levels and the deficit level are an important tool to maintain fiscal stability in the long run. 

The Public Debt Law was adopted in 2010, which limits debt to 40% of GDP, where any 

external borrowing is subject to ratification by parliament. The other fiscal rule was introduced 

in 2013; and limits the overall budget deficit to 2% of GDP. In 2015, the fiscal rule was changed 

by introducing an investment clause, which includes financing for projects aimed at improving 

infrastructure and meeting development needs. In addition, in 2018 the wage increase rule was 

strengthened which limits the increase of the wage bill with the last available annual increase 

of nominal GDP. From 2015 until now, Kosovo has respected these fiscal rules. 

Public debt in relation to GDP at the end of 2020 reached 22.1%of GDP, where 13.8% of GDP 

was domestic debt. 

The Republic of Kosovo started issuing securities in January 2012. Market development has 

been very successful in terms of investor interest and borrowing costs. Kosovo has started 

working to extend the maturity of domestic debt in order to reduce the risk of refinancing. On 

that line, from 2018, Kosovo started issuing 10-year bonds. 

On the other hand, international debt, which accounts for about 8.2% of GDP at the end of 

2020, consists mainly of concessional loans from International Financial Institutions, such as 

the EBRD and the IMF. 

 

 

                                                 
16 https://kryeministri-ks.net/wp-content/uploads/2020/06/Vendimet-e-Mbledhjes-s%C3%AB-2-t%C3%AB-t%C3%AB-Qeveris%C3%AB-

s%C3%AB-Republik%C3%ABs-s%C3%AB-Kosov%C3%ABs-2020.pdf 

https://kryeministri-ks.net/wp-content/uploads/2020/06/Vendimet-e-Mbledhjes-s%C3%AB-2-t%C3%AB-t%C3%AB-Qeveris%C3%AB-s%C3%AB-Republik%C3%ABs-s%C3%AB-Kosov%C3%ABs-2020.pdf
https://kryeministri-ks.net/wp-content/uploads/2020/06/Vendimet-e-Mbledhjes-s%C3%AB-2-t%C3%AB-t%C3%AB-Qeveris%C3%AB-s%C3%AB-Republik%C3%ABs-s%C3%AB-Kosov%C3%ABs-2020.pdf
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Key Assumptions of the Debt Sustainability Analysis 

• Debt Sustainability Analysis (CBA) is in line with macroeconomic forecasts for growth in 

the medium term. Nominal growth is projected to average 6.0% 2021-2023, and then fluctuate 

around 5.0% in 2024-2034. The deficit, excluding projects financed by IFIs and projects 

financed by privatization proceeds, is projected to remain within the deficit limit under the 

fiscal rule after 2022, throughout the period covered by the CBA. 

• Public debt in the analysis does not include the debt of POEs, but only government debt and 

guarantees. 

• In the analysis period, short-term debt is assumed to decrease as the government increases the 

average depreciation of securities. The Ministry of Finance after 2017 focused on extending 

the average maturity time and issuing instruments with a maturity of 5, 7 and 10 years. 

International debt from IFIs reflects the terms of the debt agreements for the forecast period. 

Disbursements from the investment clause are projected to continue until 2025, while 

liquidation funds are expected to be finalized in 2021. 

• Maintaining a bank balance of 4.5% of GDP is also taken into account in the period after 

2024, although this level is not mandatory in years when there are no capital expenditures 

financed by liquidation funds. 

• The debt structure is divided between commercial debt, concessional debt and government 

securities. The shares of each type of debt are given based on some assumptions by the Debt 

Department of the Ministry of Finance for four time periods 2021-2031; 2032-2042; 2043-

2053; and 2054-2064, with the share of commercial debt increasing over the years given that 

infrastructure projects and development needs will be gradually met by IFI-funded projects. 

This analysis will focus on the period up to 2034 as for this period there are more detailed data 

regarding the amortization of project loans and the performance of securities 

The baseline scenario shows that the stock of public debt will be stable. The debt to GDP ratio 

shows an upward trend over the period, and exceeds the level of 30% of GDP in 2025. 

Compared to the debt analysis in ERP 2020-2023, long-term debt levels are at similar levels. 

However in the period from 2024-2028 the level of debt as a percentage of GDP is about 2 p.p. 

higher than in last year’s CBA mainly due to additional borrowing taken to address the crisis 

created by COVID-19. The share of interest expenditures in the overall balance sheet (deficit) 

structure remains low in the early years, however, with higher demand for financing (including 

financing over the 2% deficit through the investment clause by 2025), higher level of debt and 

higher interest rates on domestic and foreign debt, interest expenses will have a significant 

impact on the overall balance. Whereas, the contribution of the primary balance (excluding 

interest expenses) to the total financing need is significantly lower than the debt servicing costs. 

The need for financing remains below the level of 10% of GDP, which is below the threshold 

of 10% of GDP for developing economies within the CBA. The need for financing in the years 

2021-2023 is 6.7% of GDP and decreases to about 2.6% of GDP for 2024-2034. The lack of 

investments financed by liquidation funds and the gradual reduction of the investment clause 

have led to the need for financing gradually decreasing to reflect the overall fiscal deficit. At 
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the same time, the need for financing of 6.7% of GDP in the medium term is mainly driven by 

recent developments related to the COVID-19 pandemic. In 2021 alone the need for financing 

is projected to be over 9% of GDP due to increased budget expenditures to address the issues 

created by the pandemic situation and to accommodate the needs of economic recovery. 

 

Figure 17 Composition of Financing Need- Baseline Scenario 

 

 

Alternative Scenarios 

Shocks under different scenarios affect the level of debt as% of GDP, but the need for financing 

is expected to be at stable levels. This is mainly due to the compliance with the fiscal rule for 

a deficit of 2% in the two of the alternative scenarios that respect this rule. 

Scenario 1- Shock to GDP growth 

A negative shock to GDP growth of 2 p.p. in the period 2024-2034 brings the debt-to-GDP 

ratio to 33.7% at the end of the period, or an increase of 3.3 percentage points compared to the 

 (600)

 (500)

 (400)

 (300)

 (200)

 (100)

 -

 100

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Primary Balance Interest Payments Overall Balance

15%

20%

25%

30%

35%

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

2
0

3
1

2
0

3
2

2
0

3
3

2
0

3
4

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

10%

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

2
0

3
1

2
0

3
2

2
0

3
3

2
0

3
4

Figure 16 Debt to GDP Ratio- Baseline Scenario Figure 15 Financing Need to GDP Ratio- Baseline Scenario 



 

53 

 

baseline scenario. The decline in economic activity as a result of this shock is expected to have 

a negative effect on budget revenues by 2 p.p. in the same period. However, it is assumed that 

the fiscal rule is assumed to be adhered in this scenario and this serves as a buffer to the debt 

level. As a result, regular expenditures are reduced in order to accommodate the decline in 

revenues and to comply with the fiscal rule of 2% of GDP. 

Scenario 2- Shock to Budget Expenditures 

A shock to the primary balance by increasing spending by 2% of GDP over the period 2024-

2034 would increase the debt-to-GDP ratio to 40.3% at the end of 2034. This scenario is built 

on the assumption that fiscal rules is not adhered throughout this period. Consequently, the 

level of debt marks a significant increase of about 9.9 percentage points compared to the level 

of debt projected in the baseline scenario, reaching the level of 40.3%. 

Scenario 3- Shock in interest rates 

The third scenario presents an increase in 1 p.p. in interest rates on loans. However, the risks 

to debt levels arising from the public debt interest are within “tolerable limits” because they 

are regulated in the debt strategy and the fiscal deficit rule. More than sixty percent of total 

debt is at a fixed rate, and the share of variable interest debt is relatively small. At the same 

time, if the fiscal rule is complied with, the impact of an increase of 1 p.p. at interest rates, in 

the overall debt stock as a ratio to GDP is negligible. The overall debt stock does not change 

significantly as a result of rising interest rates.  

However, as interest rates rise in this scenario, so do interest payments. In order for the 

increased interest expenses to be accommodated within the deficit fiscal rule (2% of GDP), 

then the primary expenditures fall while keeping the overall fiscal deficit (or the need for 

financing) unchanged from the baseline scenario. Since debt in this scenario is more expensive, 

and there is little fiscal space to accommodate additional interest expense, consequently the 

overall debt stock does not change much as a result of the limitation caused by the fiscal deficit 

rule. 

To sum it up, Kosovo's public debt is expected to increase, but in the baseline scenario it will 

remain within stable levels. The fiscal rules in force, especially the one that limits the deficit 

to 2% of GDP, serve as a stabilizer of the debt level. So, in order for the debt to have long-term 

sustainability, it is very important to respect this fiscal rule in particular. Also, anticipating that 

after the medium term, there is no expected financing from liquidation funds, it is necessary to 

have more control over current expenditures in order to save fiscal space for capital 

expenditures. 



 

54 

 

 

 

Figure 19 Baseline Scenario compared to Alternative Scenario 3  
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4. STRUCTURAL REFORMS 2020-2022 

4.1. IDENTIFICATION OF KEY OBSTACLES TO COMPETITIVENESS AND INCLUSIVE GROWTH 

This section reports on developments with respect to the identified key growth constraints since 

last ERP submission. According to annual data from the Kosovo Agency of Statistics (KAS), 

the real GDP during 2019 has increased by 4.94% compared to the previous year.  

Kosovo is facing a serious situation as a result of the COVID-19 pandemic both in public health 

and economy. According to the projections of the Ministry of Finance the economy is expected 

to decline by 6.7% in real GDP.  The COVID 19 crisis has had an impact in services exports, 

private consumption and investment. As such, “without the increase in remittances and the 

country’s countercyclical fiscal policy response, the contraction would be deeper.” Although 

the Government has projected a growth of 5.2%, the World Bank report underlines that the 

recovery is expected to be slower than projected earlier. The COVID 19 shock confirmed the 

need for a resilient recovery that tackles long-standing structural impediments, but also showed 

the significant role remittances play during these times. 17  

Despite these challenges, World Bank Doing Business report, underline that Kosovo has 

improved the business environment and diversifying trade, in key indicators such as: dealing 

with construction permits, getting electricity, protecting minority investors and enforcing 

contracts.18 However, due to the pandemic crisis “it will be necessary for an economic 

transformation and advance structural reforms in the medium term to reverse the negative 

economic impacts of the outbreak and help citizens to become more resilient to future negative 

shocks. The epidemic has proved the importance of well-functioning social protection 

mechanisms and better targeting of social protection spending”.19  

In this regard, EC assessment on Kosovo’s Economy highlighted key structural challenges, 

which need to be addressed as they are considered to have the biggest potential for enhancing 

inclusive growth and competitiveness and possess real reform leverage. In addition, to these 

challenges in order to sustain high and inclusive growth, it is also necessary to boost 

productivity by reducing the administrative burden on firms, better coordinating business 

inspections, investing in human capital, and improving the rule of law. These challenges 

include: (i) increasing activity and employment levels; (ii) aligning education outcomes to 

labour market needs; (iii) tapping renewable and energy saving potentials and fully opening 

the energy market and (iv) formalisation of the economy. 20  

Increasing activity and employment levels - Labour force participation continues to be low, 

despite the chronically high unemployment. Kosovo's socioeconomic development is not 

advancing, since the labour market is not expanding. Very low activity and employment 

levels and the marginal presence of women in the labour market are some of the most striking 

challenges, next to pervasive informal employment, gender-based discrimination in 

employment and poor job quality in the private sector. 

Labour market performance lags considerably behind the region and the EU. Current 

economic structure, largely based on unsophisticated and lower value added products and 

services, is not able to create a sufficient number of high-skilled jobs. Remittances increase the 

                                                 
17 World Bank “Western Balkans Regular Economic Report”, Fall 2020. 

https://openknowledge.worldbank.org/bitstream/handle/10986/34644/153774.pdf  
18 World Bank Doing Business Report https://www.doingbusiness.org/content/dam/doingBusiness/country/k/kosovo/KSV.pdf  
19 World Bank “Western Balkans Regular Economic Report”, Fall 2020. 

https://openknowledge.worldbank.org/bitstream/handle/10986/34644/153774.pdf 
20 Commission Staff Working Document, Economic Reform Programme of Kosovo 2019-2021 Commission Assessment, 

https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/swd_kosovo.pdf 

https://openknowledge.worldbank.org/bitstream/handle/10986/34644/153774.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/country/k/kosovo/KSV.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/34644/153774.pdf
https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/swd_kosovo.pdf
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level of the reservation wage and informality reduces the number of formal jobs. Lack of child-

care facilities and institutional care for the elderly, combined with a lack of flexible work 

arrangements and cultural biases, discourages female labour force participation. 

In addition to this, the weak link between the education and labour market remains as 

important challenge, in particular skills gap continues to remain a constraint to growth, and 

the overall quality of education and human capital is still an important challenge. A survey 

conducted at the end of 2015 confirmed earlier findings21, where more than a third of firms 

reported having problems finding required skills when hiring technicians, professionals, 

clerical and service workers, and agricultural, construction and related craft workers. MCC 

Constraints Analysis estimated the rates of return on education in Kosovo and concluded that 

they are consistent with the hypothesis that low quality of education is a binding constraint to 

growth, which was also confirmed by results of the PISA 2015 study.  

Tapping renewable and energy saving potentials and fully opening the energy market in 

infrastructure, insufficient and unreliable electricity supply is still a binding constraint, having 

in mind also barrier integration into regional electricity markets. The outdated power system 

essentially relies on two old inefficient and highly polluting lignite thermal power plants with 

total installed capacity of 1560 MW, and covering around 92 % of electricity production. The 

duration and frequency of power outages have been reduced, but the reliability of the energy 

supply is still well below average for Europe and Central Asia. Kosovo ranks 90th in the world 

for ease of getting electricity (World Bank, 2020). Diversification of energy production is 

another challenge, in order to reach the new renewable energy targets for 2030, in line with the 

EU’s targets and this will require substantial additional efforts from Kosovo. 

Formalisation of the economy - The widespread informal economy represents a major 

structural weakness. A recent study22 estimated the size of the informal (grey and black) 

economy in 2015 at 32% of GDP, which is considerably lower than 43% of GDP estimated for 

2013 on a comparable methodology. The value of uncollected direct taxes was estimated at 

107 million EUR, or 1.8% of GDP. Factors that contribute to informality seem rather to be 

institutional weaknesses in the updating and exchange of business information, the burden 

inspections placed on formal companies and the large number of licenses and permits that 

businesses are faced with. 

4.2. Summary of reform priorities 

The following section provides 20 priority structural reform measures covering the period 

2021-2023. Selected measures represent existing and new strategic priorities that Kosovo has 

identified as most important in order to address key obstacles to growth and competitiveness 

as outlined in the section 4.1. In general, they derive from the main strategic documents, 

respectively National Development Strategy 2016-2021, National Program for Implementation 

of SAA, and relevant sector strategies of the country.  

I. Energy and transport market reforms; 

#1: Reducing Energy Consumption through Energy Efficiency Measures: aims at implementing the EE 

measures in public, private and household buildings, achieving energy saving objectives and increasing 

investment in projects through the EE fund, building human capacity by targeting women in the energy sector 

through investment and allocating grants to women businesses. 

#2: Increasing diversity of energy sources: aims at addressing obstacles in the sectors of RES, gas and district 

heating, in order to balance the excess demand, resulting in a more sustainable energy mix and help meet 

emissions and renewable energy targets.  

                                                 
21 Reported in A. Cojocaru: Jobs Diagnostic Kosovo, WB Jobs Series Is. 5, 2017. 
22Assessment of the Extent of Informal Economy in Kosovo, report by the EU-funded project Further Support to Kosovo Institutions in the 

Fight against Organized Crime, Corruption and Violent Extremism, 9 Nov. 2017.  
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II.  Agriculture, Industry and Services; 

#3: Structural changes in the agriculture sector: The main purpose of this measure is to create proper 

policies in the agricultural sector in increasing productivity and agro-rural restructuring, developing the agri-

food sector through improving competitiveness, innovation and increasing productivity and expanding and 

rehabilitating the irrigation system. 

#4: Increasing competitiveness in the production industry: The main purpose of this measure is to help 

create a more coordinated policy for the development of the industry throughout the supply chain, to help the 

processing industry, to increase competitiveness, to internationalize SMEs and to increase the level of Foreign 

Direct Investment (FDI) and the diaspora. 

#5: Increasing Competitiveness in the Tourism and hospitality Sector: The main purpose of this measure 

is to promote the development of competitiveness in the tourism sector, improve the legal infrastructure 

according to European practices, development and promotion of tourism products that directly affect the growth 

of tourism offer and the aspect of promoting cultural heritage. 

#6: Increase competitiveness in the sector of trade in services: The main purpose of this measure is to 

improve the efficiency and competitiveness of tradable services activities in Kosovo and to promote their 

importance at the level of the sectors related to trade in services. 

III.  Business environment and reduction of informal economy; 

#7: Improvement of the business environment by reducing the administrative burden and inspections 

reform: Continuing substantial reforms through the design of new policies using regulatory impact assessment, 

as well as through the simplification of legislation to reduce the administrative burden and by making inspection 

reform, the Government aims to influence the quality of public services for citizens and businesses as well as 

the transparency and efficiency of the administration.   

#8: Establishment and functionalisation of the Commercial Court:  

The measure focuses on increasing the effectiveness of trade dispute resolution by establishing the Commercial 

Court as the only address for resolving all trade disputes of foreign businesses and other investors.  

#9: Reducing informality in the real estate sector: The main purpose of this measure is to releasing courts 

from formalization requests and provides citizens with a speedy resolution of their request for property rights 

formalization and the transformation of the cadastre into a reliable data platform on properties and holders of 

property. 

#10: Reducing the Informal Economy: The main purpose of this measure is to fight the informal economy, 

by improving the rule of law and economic governance in Kosovo, in order to increase tax revenues and 

formalize employment. 

IV. Research, development and innovation and digital economy; 

#11: Improvement of research, innovation and entrepreneurship environment: The measure aims to 

improve the environment for research, innovation and entrepreneurship by completing the legislative 

framework as well as increasing funding for HZHI and the functioning of the National Science Council. 

#12: Extension of relevant ICT networks infrastructure and services for socio-economic development: 

The measure aims to expand access to and use of ICT through the extension of broadband infrastructure to 

uncovered areas, support for the extension of 5G mobile infrastructure, creation of conditions for research and 

development in ICT, strengthening human capital and support digital businesses, as well as the digitalization 

of other businesses. 

V. Economic integration reforms; 

#13: Trade facilitation through reducing the cost of trading transactions: The main purpose of this measure 

is to reduce the cost of cross-border transactions and the time to improve market entry conditions for Kosovo 

exports to selected markets and is expected to provide a friendly legal environment for trade activities in 

Kosovo. 

#14: Further development of quality infrastructure and empowerment of the role of market surveillance 

authorities: The measure aims at further approximation and implementation of EU legislation in order to: 

increase market control, fulfil obligations by manufacturers and declare the performance of construction 

products, further advance the services provided in the local market by the bodies of conformity assessment as 

well as integration into the market of the EU and other countries; elimination of technical barriers to trade and 

effective market surveillance by market surveillance authorities. 

VI. Education and skills; 

#15: Increasing the inclusion and quality in early childhood education: The measure aims to increase 

children's attendance in early childhood education (ECHE), including the implementation of a comprehensive 
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approach by drafting and adopting the new ECHE law, core curriculum and standards of development and early 

childhood learning, growth of public PSI space, and other alternative forms of early education, including 

continuing professional development of managerial and educational staff. 

#16: Implementation of the new curricular framework in the system of vocational education and training 

system: The measure aims to increase the compliance of vocational education and training with the 

requirements of the labour market by adopting the basic curriculum in the field of vocational education and 

training (VET); revision of the VET financing formula; and the start of piloting the new curriculum by VET 

institutions 

#17: Increase and Quality Assurance in higher education by strengthening the KAA and profiling higher 

education institutions: The measure aims to increase the quality of higher education through improved 

legislation and capacity building of mechanisms that ensure the quality provided by higher education 

institutions (HEIs). 

VII. Employment and labour market; 

#18: Improving and expanding public employment services and increasing the employment of the long-

term unemployed youth, women and other vulnerable groups: The measure aims to increase employability 

and skills for the long-term unemployed, youth, women and other vulnerable groups registered in employment 

offices and prepare them for the labour market by improving public employment services and vocational 

training through policy review of employment policies with the aim of increasing the effectiveness of active 

labour market measures and piloting the subcontracting of vocational training programs through private 

providers and opening new profiles in line with the demands of the labour market. 

VIII. Social protection and inclusion; 

#19: Improving social and health services and empowering excluded groups: The measure aims to ensure 

the well-being of citizens, by expanding and raising the quality of protection schemes, social services and health 

services through the advancement of social services, increasing the coverage of families that are in the social 

assistance scheme, reforming the pension system, inclusion of persons with disabilities and the provision of 

sustainable health financing through the functioning of the Health Insurance Fund. 

4.3. Analysis by Area and Structural Reform Priorities 

4.3.1. Energy and transport market reform 

 

State of play: Electricity production in Kosovo is based on coal (94.5% of total domestic 

production) while the rest of the supply of 5.5% is based on RES. Gross electricity consumption 

for 2019 was 6001 GWh (household consumption has a share of 41.9%, commercial sector 

17%, industry sector 16.3%). Distribution network losses are quite high: commercial losses 

account for 11.6%, technical losses 11.4%, while transmission losses 1.7%). 5321 GWh of 

electricity were sent to the electricity distribution system, while the rest was sent directly to 

industrial customers (Feronikeli, SharrCem and Trepça). The import of electricity in 2019 was 

894 GWh or 14.9% of total demand, while the export of electricity was 804 GWh. The demand 

for heating is covered only 3 to 5% by central heating, while the rest is mainly covered by 

biomass. 

Due to delays in final implementation of TPP “Kosova e Re scheduled for 24 May 2020, the 

Financial Closure was not reached. Kosovo is now in the process of reviewing its Energy 

Strategy. This Strategy, without prejudice to source and technology, will be subject to criteria 

in order to determine the most sustainable and economically viable option. The revised Energy 

Strategy will be based on the following criteria: (i) Security of supply; (ii) Affordable 

generation option; (iii) Socio-economic criteria and affordability of energy tariffs; (iv) 

Environmental criteria, and (v) Contractual obligations in relation to third parties. The realistic 

options to go ahead with the project development will be in line with Energy Strategy of 

Kosovo and with endorsed Green Agenda for the Western Balkans at the Sofia Summit, 

envisaged by the European Green Deal.  

Rehabilitation of TPP Kosova B environmental part was planned for completion during 2020 

in unit B1, however due to COVID 19 pandemic the completion of investments in electrostatic 
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precipitators and De-NoX has been rescheduled for 2021 (K1-K3), while unit B2 will be 

implemented in 2022. The project is implemented with the IPA fund from the European 

Commission worth 76 million Euros. Planned investments in the rehabilitation of the district 

heating system continue through the Co-generation Project which aims to improve EE 

measures. Termokos District Heating Metering (DHM) Project will reduce the demand for 

district heating heat; support the expansion of heat supply services for new customers who rely 

on electricity for heating; and enable consumption-based billing. Installation of Metering 

System for DHM Project will be developed during 2021-2022. The new biomass-based district 

heating plant in Gjakova planned by the end of 2020 will provide high quality heating supply 

to 40% of citizens; it will enable lower air pollution and will produce a certain amount of (1MW 

capacity) electricity. 

Kosovo is also developing an Integrated National Energy and Climate Plan 2021-2030 (NECP) 

which aims to address EE, RES, and emission reductions, and interconnection The first draft 

of the (NPEC) has not yet been completed, partly due to difficult COVID-19 circumstances 

and partly due to ongoing studies related to NECP and expected results, such as The study on 

the design of carbon prices, developed with the financing of Energy Community Secretariat, 

The study of the development of modelling capacities for setting the targets of RES, EE and 

GHG, with the financing of the European Commission (to be implemented), studies for the 

integration of RES that are being developed by the World Bank (in process of finalisation), the 

Study for RES in transport financed by ECS (in process of finalisation). 

The review of the Energy Strategy of the Republic of Kosovo for the 10-year period is ongoing 

and is expected to be approved in 2021. The implementation of the new Connection Agreement 

between KOSTT and ENTSO-E has commenced. KOSTT will operate as an independent 

regulatory zone within the AK Bloc with the Republic of Albania, within the synchronous zone 

of Continental Europe. The new KOSTT/ENTSO-E Connection Agreement entered into force 

in the autumn of 2020 after the completion of the technical preparations of the Transmission 

System Operators of Continental Europe and the Swiss Grid Coordinator (Swiss Transmission 

System Operator), while KOSTT has already completed all technical operational preparations 

to be ready for the commencement of independent operation. 

The situation with the global pandemic COVID-19 has affected the continued implementation 

of reforms and the implementation of activities in the energy sector. While the implementation 

of some of the activities has been temporarily delayed by interrupting the work of contractors, 

the implementation of activities in the second quarter of 2020 has continued according to the 

annual planning where KEDS is continuing the planned investments, especially low and 

medium network investments, which are the key factors in meeting the criteria for expansion 

and strengthening of the energy network.  

The recruitment procedure for the position of Chairman of the Board of ERO has started, which 

is expected to be announced soon. Also, the decision to start implementing competitive 

bids/auctions to support renewable resources is expected to be approved. De-regulation for 

customers connected to the 35kV level has been postponed due to the situation with COVID-

19, after consultation with the Secretariat of the Energy Community until appropriate 

conditions for implementation are created. At the retail market level, one of the main barriers 

has been collection, which has declined significantly during the first months of the pandemic, 

but has improved in the following months. 

Transport: Road transport currently represents 90% of the budget of the Ministry of 

Infrastructure, showing the importance attached to the development and improvement of the 

road network that has an impact on economic development. In addition to the existing road 

network of 2000 km, during the ten-year period 150 kilometres of highway, 90 kilometres of 

national road with 4 lanes were completed in the road network of Kosovo according to TEM 

Standards, over 90% of the internal road network were built and rehabilitated and 1500 km of 
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local roads were built and rehabilitated. Improvement and development of the road sector has 

reduced time and transport costs; it has increased road safety which are also prerequisites for 

economic development. 

Railway transport, Kosovo Railways cover the entire territory of Kosovo, with a length of 

335 km of open railway line, with a length of 105 km in stations and 103 km of industrial lines. 

Railway line 10 is being upgraded to provide greater security and services. The latter is 

SEETO's comprehensive network and connects Kosovo with Serbia and North Macedonia, as 

well as Railway Route 7 (Fushë Kosovë - Prishtina - Podujeva) which connects Kosovo with 

Serbia. The situation with the COVID 19 pandemic has had an impact on the implementation 

of railway projects, but also on the decline of passenger and freight transport, which in turn has 

reduced the planned revenues for railway transport operators (TRAINKOS and RAILTRANS), 

but also Management of Railway Infrastructure-INFRAKOS. Also the number of passengers 

who used the railways as a means of transportation has decreased by 76.85% in the second 

quarter of 2020, compared to Q2 of 2019. The reduction of the use of the railway network has 

come as a result of the Government Decision in March with the measures taken in the fight 

against COVID-19, for the interruption of passenger transport. Freight transport by rail network 

in Q2 2020 compared to the second quarter of 2019 has decreased by 5.70%. 

Air transport: Kosovo has the International Airport "Adem Jashari", which is also part of the 

comprehensive SEETO network. Air transport is conducted in accordance with the applicable 

legislation in Kosovo. The development of air transport is based on the agreement on the use 

of the common European space. Within the International Airport "Adem Jashari", the extension 

of the runway for 500 meters is being implemented, which will have an impact in terms of 

security and in terms of competitiveness with the countries of the region. Furthermore, this 

project covers the establishment of the lighting instrumental system, which is designed to 

eliminate fog in PIA. The runway extension project is expected to be completed during 2020. 

As a result of preventive measures to combat the COVID-19 pandemic there is a 96% reduction 

in traffic. Consequently, the overall level of decline in service activities is expected to have a 

significant impact on the overall decline in GDP 

Structural obstacles: The main structural obstacles in the energy sector are: (i) outdated power 

plants; (ii) low diversity of energy sources; (iii) technical losses in the electricity distribution 

system; and (iv) inefficient use of energy, especially in the housing sector. In the transport 

sector are: (i) inadequate maintenance of existing roads; (ii) poor condition of railway lines; 

(iii) lack of a functioning railway in the north between Kosovo and Serbia due to political 

obstacles. 
 

Reform measure #1: Reduction of energy consumption through energy efficiency 

measures 

The Energy Sector is the most dynamic sector which must be continuously developed. The key 

objective of this measure is to achieve energy saving objectives according to the targets set by 

the energy community through the application of EE measures in public buildings and 

households and increase investment in this sector. Investing in Energy Efficiency in public 

buildings will save the budget while increasing benefits for the users. Buildings are among the 

largest consumers of electricity, so undergoing renovation and replacement of technology such 

as heating, lighting, insulation enables the improvement of the environmental situation both 

nationally or internationally. This is because among the key objectives of the European Green 

Deal are to ensure that buildings are more energy efficient and to invest in the most efficient 

use of electricity. Through KEEF around 15 million Euros will be invested in EE measures for 

the municipality public buildings and lighting. All available funds dedicated for such purpose 

will be committed for around 150 projects over the country until the end of 2020. During 2021 

and 2022 energy audits will be carried out, detailed designs and works. Increasing welfare and 
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investing in buildings or public lighting provides opportunities for the local economy and 

beyond. Such potential related to the financial sustainability of the Kosovo Energy Efficiency 

Fund aims to transfer experiences from the public sector to the private sector during this period. 

In addition, this measure on energy efficiency pertains to SDG 7 (Affordable and Clean 

Energy), which first and foremost targets households for inclusive access to electricity. Within 

the “leave-no one-behind” principle, the measure also encompasses gender capacity building 

and gender equality in the energy sector through investment and the allocation of grants to 

women's businesses. 

 

a. Activities planned for 2021:  

1) Application of households EE measures in 1300 houses and 13 multi-storey buildings, and 

15 public buildings (MFK, KFEE); 

2) Installation of meters for measuring the consumption of central heating and thermostatic 

valves for about 14000 customers of Termokos (MFK); 

3) Allocation of grants for efficiency measures for women's businesses and internships for 

100 women in the energy sector, (MFK); 

4) Preparation of the Feasibility Study and cost-benefit analysis for the construction of district 

heating systems and the beginning of the implementation of the study for the construction 

of district heating systems in some cities of Kosovo (MEE);  

5) Implementation of the capital investment plan by Distribution System Operator for Medium 

Voltage (MV) and Low Voltage (LV), including projects for the reduction of technical and 

commercial losses (KEDS); 

6) Implementation of the first package (55 projects) and the second package (25 projects) in 

22 municipalities for EE measures in lighting, installation of photovoltaic panels and 

buildings (KFEE);  

7) Drafting incentive measures for EE in the household and private sector (KAEE). 

 

b. Activities planned for 2022:  

1) Implementation of EE measures in households in 1300 houses and in 12 multi-storey 

buildings and 15 public buildings (KEEA, MFK); 

2) Installation of billing and control of metered thermal energy consumption software for 

Termokos (MFK); 

3) Allocation of grants for efficiency measures for women's businesses and internships for 

100 women in the energy sector (MFK); 

4) Finalization of the feasibility study for the construction of district heating systems in some 

cities of Kosovo (MEA); 

5) Implementation of the capital investment plan by Distribution System Operator for Medium 

Voltage (MV) and Low Voltage (LV), including projects for the reduction of technical and 

commercial losses (KEDS); 

 

c. Activities planned for 2023:  
1) Application of EE measures in 15 public buildings, KEEA (KFW - EU Project under 

WBIF); 

2) Commencement of implementation of measures arising from the feasibility study for the 

construction of district heating systems; 

3) Implementation of capital investment plan to reduce technical and commercial losses; 

(KEDS); 

 

Outcome indicators: 
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The achievement of these indicators is in line with the Goal 7 of the SDG ‘Ensuring access to affordable, reliable, 

sustainable and modern energy for all’, target 7.3. ‘By 2030, double the global rate of improvement in energy 

efficiency’ 

 

Expected impact on competitiveness: There is a great potential and opportunity for energy 

efficiency measures by electricity consumers in Kosovo, estimated to reach up to 40% in 

households and 35% by industrial and commercial consumers. Implementation of EE measures 

will contribute to reducing electricity consumption and costs. Reduction of energy 

consumption through these measures will boost private sector investment and help businesses. 

Finally, reducing technical losses will help reduce the total cost of energy. Completion of the 

feasibility study and cost-benefit analysis for the construction of District Heating Systems in 

Kosovo will produce follow-up analysis and recommendations including the competitiveness 

component. 

 

Estimated cost of activities and sources of financing: The total expected cost for the 

implementation of the activities is expected to be € 101,882,797. On an annual basis, € 

48,946,154 is expected to be disbursed in 2021, € 31,936,643 in 2022 and € 21,000,000 in 

2023. MCC plans to provide € 12,080,000 in 2021, € 10,070,000 in 2022. Of which € 

12,000,000 will be invested for the Implementation of EE measures in private buildings and 

houses, 8,000,000 € investments for the Installation of meters for measuring the consumption 

of central heating and thermostatic valves and installation of software for billing and control of 

metered thermal energy consumption and € 2,150,000 investments in the allocation of grants 

for efficiency measures for women businesses and professional practices for the years 2020 

and 2021. For the implementation of energy efficiency measures in 2021, € 5,000,000 are loans 

from the World Bank for public buildings, while € 3,000,000 will be provided by the Kosovo 

Budget for 3 years for the implementation of energy efficiency measures in public school 

buildings. European Union has granted € 9,355,886 million to the KEEF for EE measures in 

public buildings. For the preparation of the feasibility study and cost / benefit analysis for the 

construction of district heating, the WBIF Steering Committee has approved the EU grant in 

the amount of 2,000,000 Euros. This activity is planned to be realized in 2021-2022. For the 

implementation of the capital investment plan for the reduction of technical and commercial 

losses, KEDS investments for 2021 are € 20,510,288, for 2022 are € 19,866,643 and for 2023 

are € 20,000,000.  

 

Expected impact on social outcomes, such as employment, poverty reduction, gender 

equality: Implementation of EE projects ensures job creation opportunities through 

manufacturing and construction enterprises. Furthermore, the "Grants for efficiency measures 

for women's businesses " activity has already contributed by granting scholarships for 28 

women and internships for 200 women in the energy sector, increasing their participation in 

the labour market and contributing to the reduction of poverty and the empowerment of women 

in general. The number of employed women in the energy sector is expected to increase, initial 

estimations show more than 50% of them will remain employed due to high interest of hiring 

Indicators: Baseline 

2020 

Intermediate 

target 2022 

Target 

2023 

MWh saved through Installation of meters for 

measuring the consumption of central heating and 

thermostatic valves.  

0 
67,000 MWh, or 

30%   
N/A 

MWh saved through and household energy efficiency 

measures 
0  98855 MWh 

Technical and commercial losses in the KEDS 

distribution network 
19.05% 16.48% 15.66% 
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institution/ companies. Components of the feasibility study and cost/benefit analysis for the 

construction of district heating in Kosovo, will produce analysis and results for further action. 

 

Expected impact on the environment: In addition to the impacts on CO2 reduction it will 

also have an impact on increasing comfort for a more sustainable environment and also aim to 

save energy. Following the implementation of the project recommended by the feasibility study 

and cost / benefit analysis for the construction of district heating in Kosovo, contribution will 

be made to the reduction of CO2, to the increase of comfort for a more sustainable environment 

and will also contribute to the diversification of energy resources.  

 

Potential risks: 

 

Reform Measure #2: Increase the diversity of energy sources 

This measure addresses obstacles to the sectors of renewable energy, gas and regional 

integration of energy markets. The main objectives of this measure are: Development of new 

energy generating capacities, improvement of energy security and market liberalization. RES 

investments would balance excess demand, resulting in a more sustainable energy mix, and 

help meet emissions and Renewable Energy targets. The measure is a continuation of last year's 

plan, with minor adjustments. This measure is in line with SDG 7 (Affordable and Clean 

Energy) and SDG 13 (Climate action), whereby enclosing indicators related to harmful 

emissions, access to clean energy and its share in the overall production of energy in the 

country. In the same vein it aligns with the Green Deal action policy area of clean energy. The 

measure is addressed in the Energy Strategy and addresses challenges such as exploiting the 

renewable energy potential, increasing energy efficiency and further liberalization of the 

energy market. Therefore, by opening the energy market and applying the legal and political 

frameworks of competitive bids/auctions in this sector, Kosovo will promote the policy 

framework of the European Commission, namely the promotion of investments in the RES 

sector. 

a. Activities planned for 2021: 

1)  Review of the Energy Strategy of the Republic of Kosovo (MEE); 

2)  Drafting the National Plan for Energy and Climate 2021-2030; 

3) Approval of the concept document on Renewable Energy Sources (MEE); 

4) Drafting and approval of bylaws to support competitive schemes (MEE / ERO); 

5) Construction of seven small hydropower plants with a capacity of 28.02 MW (ERO); 

6) Construction of wind power plants with a capacity of 68.94 MW (ERO); 

7) Preparation of a Master Plan for the distribution and supply of Natural Gas and completion 

of an appropriate feasibility study for the North Macedonia - Kosovo gas pipeline (MEE); 

Risk  Probability Planned mitigating action 

Lack of full inter-institutional 

coordination; 

Low Full cross-coordination coordination through a number of 

activities in central and local level, including harmonization 

with investment plans of the transmission system and 

municipality development plans 

Operational challenges in 

remote rural areas 

Low Prior planning for potential operational challenges such as 

poorly maintained mountain areas (especially during winter 

season),   in order to reach intervention areas or perform 

investments based on the forecasted plans 

Economic and social crises in 

the world (such as the spread of 

the pandemic), the 

unpredictability of the duration 

of the Covid-19 pandemic 

High Government measures against the Covid-19 pandemic 
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8) Functionalization of Electricity Exchanges Albania Kosovo (KOSTT); 

 

b. Activities planned for 2022: 

1) Adoption of legislation to support competitive schemes according to the concept document 

for RES (MEE, ERO); 

2) Implementation of four new projects with small hydropower plants with a capacity of 18.25 

MW (ERO); 

3) Implementation of two wind energy projects with a capacity of 45.47 MW (ERO); 

4) Approval of the Master Plan for distribution and supply of Natural Gas (MEE). 

 

Outcome indicators: 

The achievement of these indicators is in line with the goal 7 of the SDG’s ‘Ensuring access to affordable, reliable, 

sustainable and modern energy for all’, target 7.2. ‘By 2030, increase substantially the share of renewable energy 

in the global energy mix, Indicator 1. Of renewable energy in total final energy consumption’ indicator 7.2.1 

‘Renewable energy share in the total final energy consumption’. 

 

Expected impact on competitiveness: The implementation of this measure increases the 

security of electricity supply as a condition for increasing competitiveness. This measure will 

also reduce the amount of imported energy, which is peak energy and at a higher cost of 

domestic generation. Supporting competitive schemes and announcing auctions for RES will 

increase the competitiveness of businesses by also increasing the capacities of RES and 

reducing the cost of Energy. The completion of the feasibility study for the North Macedonia 

- Kosovo gas pipeline and the completion of the study of the Master Plan for distribution and 

supply of Natural Gas in Kosovo will produce subsequent analysis and recommendations, 

including the competitiveness component. 

 

Estimated cost of activities and sources of financing: The cost of the measure is as follows:    

€ 203,580,000 for the development of new renewable energy sources (private financing and 

credit), whereby € 123,430,000 will be provided in 2021 and € 80,150,000 in 2022. A large 

portion of these will be covered by private investors and bank loans. The WBIF Steering 

Committee has approved a grant of € 650,000 for the feasibility study for the North Macedonia 

- Kosovo gas pipeline. This activity is being carried out through technical assistance engaged 

by the WBIF platform and is planned to be completed in 2021. For the preparation of the Master 

Plan for natural gas distribution and supply, the WBIF Steering Committee has approved the 

grant in the amount of € 1,500,000. This activity is planned to be implemented in 2021-2022. 

 

Expected impact on Social Outcomes, such as Employment, Poverty Reduction, Gender 

Equality: Components of the Feasibility Study for the North Macedonia-Kosovo Pipeline and 

the Environmental and Social Impact Assessment Report (ESIA), as well as the Master Plan's 

study for distribution and supply of natural gas in Kosovo will produce analyses and results for 

subsequent actions in this regard. 

 

Indicator Baseline 

2020 

Intermediate target Target 

2023 

Energy generated by RES 322,870 MWh 607,078 MWh 793,722 MWh 

Levels of CO2 emissions 6.68 tonne < 6.68 6.0 tonne 

Renewable energy share in the total final 

energy consumption 
25% > 25% > 25% 
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Expected impact on environment: Lower levels of CO2 emissions are expected to have a 

positive effect on air quality, in addition to increasing energy produced from renewable 

sources. With regard to hydropower plants, according to the legislation adopted for 

environmental protection and licensing of HPPs, the potential negative effects will be reduced 

if Regulations are fully implemented. Components of the feasibility study for the North 

Macedonia - Kosovo gas pipeline as well as the Environmental and Social Impact Assessment 

Report (ESIA), and the study of the Master Plan for distribution and supply of natural gas in 

Kosovo, will produce analyses and results for subsequent actions in this regard. 

 

Potential risks: 

 

4.3.2. Agriculture, Industry and Services 

State of play: The agricultural sector contributes with 8.1% to Kosovo's GDP while 

employing about 23% of the total number of employees in Kosovo. The value of agricultural 

industry productions is €705 mil., where crop products have a share of 55%, livestock and 

livestock products 39% as well as agricultural services together with other secondary non-

agricultural activities (not separated from agriculture) 6%.  

Of the total utilized area of agricultural land which is 420,141 ha, 44.8% of the area is arable 

land, where the largest share are cereals (30%), fodder crops (26%), vegetables (4.5%), trees 

(2.3%), vineyards (0.8%) while the rest is composed of pastures. In the share of animals, cattle 

have the largest share of 50%, sheep with 37%, pigs with 8% and goats with 5%. In the 

livestock sector, birds are of special importance where their number is 2.7 million while 

beehives are 219,831.  

The agricultural sector continues to be supported through direct payments as well as investment 

grants. Within the direct payments, 26 categories are being supported (payments for 

agricultural crops, livestock heads, other products, slaughters, and agricultural insurance). In 

terms of grants, the program includes 5 measures. In recent years, the budget allocated for the 

implementation of support measures has been 50 million. € per year where 25 million. € are 

intended for direct payments while 25 million. € for grants. 

The situation with the COVID 19 pandemic has had a negative impact on the agricultural sector 

as a result of the closure of local and central markets, a large part of farmers have suffered 

losses, starting from the sale of seedlings, seasonal crops (onions, lettuce, spinach), farmers 

producing vegetables in greenhouses and all other fruits and vegetables stored in warehouses, 

where most of them are with potatoes and apples, and an estimated current loss of about 30% 

due to non-placement on the market. The supply chain has been observed to have been broken 

due to the circumstances created. Also, due to the pandemic situation, there has been a delay 

in announcing support programs and this will cause difficulties in the implementation of this 

program. The share of export of agricultural products in the total export is 17.4%, while the 

share of import is 21.3%. Kosovo imports agricultural products worth 759 million. €, while the 

value of exports is € 65.5 million, resulting in a trade deficit in the amount of € 693.5 million. 

Based on these data, it turns out that there is an improvement in the state of the trade balance 

Risk Probability Planned mitigating action 

Delays in approving the Concept 

Document on RES 

Low In parallel, work will be done on the definition of the 

new support scheme for RES by the EBRD. 

Unpredictability of the duration of 

the COVID pandemic - 19 

High Government measures against the COVID-19 pandemic 

Delays in Completion and project 

by deadline 

Medium Better oversight by ERO regarding the implementation 

of Projects 
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of agricultural products by 7% taking into account that the increase in the value of exports has 

been higher than the increase in the value of imports. 

In the industry sector - The Government of Kosovo has applied subsidized programs for the 

development of the manufacturing industry, taking into account that there is great potential and 

importance of the processing industry in its share in GDP, trade balance (exports) and the 

opportunity to generate new jobs. The share of the processing industry in the GDP has increased 

during the last 3 years, in 2017 by 10.9%, in 2018 by 11.3% and in 2019 by 11.5%, while the 

share of the processing industry in total exports in 2019 is about 76.06 %, with an increase of 

12.95%, compared to 2018, whereas in total imports in 2019 is 93.03% with a decrease of 0.24 

compared to 2018. In the total number of employees, the manufacturing industry participates 

with 11.9% with an increase of 1.87% compared to 2018. 

In terms of exports, the metal sector leads with a share of 26.01% in total exports (in 2019, it 

increased by 20.17%, compared to 2018); plastics and rubber sector with a share of 17.65% (in 

2019, it increased by 10.85%, compared to 2018); Timber has a share of 2.63% (in 2019, 

increased by 41.94% compared to 2018); textile has a share of 2.69% (in 2019 increased by 

28.34%, compared to 2018); and leather sector has a share of 1.05%, (in 2019 increased by 

12.62%, compared to 2018).  

As a result of the COVID-19 pandemic, Kosovo has suffered economic damage, including the 

processing industry, excluding pharmaceutical, chemical (hygienic products) industry, which 

have increased production. Exports, imports and turnover for the period January - June 2020, 

compared to the same period of 2019, for these sectors is as follows: exports have increased in 

2020 by 19.7%, imports have decreased in 2020 by 9%, and turnover has marked decrease in 

2020 by 6.6%. 

Activities in the services sector account for 74% of gross domestic product in 2018 and 

employed 85.2% of the total labour force in 2019. Service activities account for 83.4% of new 

businesses registered in 2019. Kosovo has been able to register a growing surplus in the 

services trade. Total services export increased from € 1.358 billion in 2017 to € 1.676 billion 

in 2019, where services trade surplus amounted to EUR 932.3 million. The main exports of 

Kosovo services are in Travel, Other Business Services, ICT and Construction. Over the last 

four years, imports of services have grown at a faster pace than exports, 11% versus 10.3%. If 

this trend deepens and continues, the surplus trade in services will experience a progressive 

decline, putting further pressure on the stability of the external position of Kosovo's economy. 

The impact of the COVID-19 pandemic on the services sector, particularly on the travel 

account, has declined significantly. Data for January-May 2020, compared to the same period 

a year ago, show that the balance has decreased by 49.86%. Travel exports were most affected 

by the pandemic with a decrease of EUR 138.8 million mainly due to movement restrictions 

and closure of borders that stopped the movement of the diaspora, followed by construction 

which decreased by EUR 10.7 million, while ICT and other professional services have 

experienced an increase in trade during the period under review. 

The main structural obstacles that hinder development of agricultural sector are the small 

average farm size where about 90% of farms in Kosovo have an area of less than 5 ha, low 

productivity and high production costs, land fragmentation, low diversification of production, 

poor irrigation infrastructure, outdated technology, limited storage capacities, weak or 

dysfunctional links between primary producer and processor, and between producers and 

market, as well as lack of specialization.  

Regarding the Industry sector, the relatively high rate of informal economy, lack of access to 

finance, insufficient implementation of standards in products, small number of businesses run 

by women and youth, inconsistency of professional preparation and labour market preparation, 

lack of access to information and lack of networking remain an obstacle in the development. 
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In the Services sector, the lack of a legal framework that promotes the development of high 

technology, high value-added services and proper institutional coordination remain the main 

obstacle. In the case of tourism, it is an obstacle the lack of investment in tourism infrastructure, 

lack of promotion regarding tourist destinations and ‘tour’ operators in rural and mountainous 

areas as well as lack of development of tourism products and available services for sale. As a 

result, the current level of development of the tourism sector remains far from its potential with 

income and employment opportunities remaining untapped. 

 

Reform measure #3: Structural changes in agriculture sector 

The development of the agricultural sector is one of the key priorities and is planned to have 

special treatment in the next medium-term period 2021-2023. This measure will help create 

genuine policies in the agricultural sector, increase local production and employment of the 

entire workforce in the production, processing and service chain. Expansion and rehabilitation 

of the irrigation system, where currently only about 20,000 ha of agricultural land are under 

irrigation, or about 4.8% of the total area used for agriculture; increase of agricultural areas, 

specifically for fruits and vegetables, starting from primary production, storing, processing and 

trade as final products. The measure will affect the development of the sector in improving 

conditions and providing better services and is also in line with the Government Program 2020-

2023, National Plan for Economic Recovery 2020-2021, Medium Term Expenditure 

Framework MTEF 2021-2023 and the EU Common Agricultural Policy within the Green Deal. 

Regarding SDG goals, the measure is in line with SDG 2 (Zero Hunger), enclosing indicators 

for productive agricultural lands and subsidies. The measure is a continuation of the ERP 2020-

2022, because of the seriousness it provides. Regarding the implementation of the measure, 

some of the activities of the past years have been partially implemented, and due to the situation 

with COVID 19 some others have been postponed for further implementation in 2021.  

 

a. Activities planned for 2021: 

1) Establishing an Insurance System in Agriculture through the implementation of the 

Implementation of the Direct Payments Program 2020-2021 (MAFRD);  

2) Drafting and approval of Agriculture and Rural Development Program 2021-2027 

(MAFRD); 

3) Drafting of a legal basis for the Development of the Agricultural Insurance Fund 

(MAFRD); 

4) Approval of the Master Plan for irrigation of agricultural lands (MAFRD); 

5) Drafting the Concept Paper for Agricultural Land (MAFRD); 

6) Drafting of the Concept Paper for the regulation of Agricultural Land (MAFRD); 

7) Drafting of the Concept Paper for the Common Market Organization - CMO (MAFRD); 

8) Drafting the national plan for the Inventory of Agricultural Lands of the Republic of 

Kosovo (MAFRD); 

9) Capacity building and consolidation of Advisory Services (MAFRD); 

10) Development of a system for managing grants and subsidies (Software development) 

(MAFRD, AAD); 

11) Subsidizing agricultural loans in a period of 1 year as a measure for economic recovery 

from Covid-19 (MoF); 

 

b. Activities planned for 2022: 

1) Implementing measures arising under the Agriculture and Rural Development Program 

2021-2026 (MAFRD);  

2) Implementing measures arising under the Master Plan for irrigation of agricultural lands 

(MAFRD); 



 

68 

 

3) Functionalization of the Agricultural Insurance Fund; (MAFRD) 

4) Functionalization of the system for managing grants and subsidies for the Agency for 

Agricultural Development (MAFRD); 

 

Outcome indicators:  

The achievement of these indicators is in line with the goal 2 of the SDG’s ‘End hunger, achieve food security 

and improved nutrition and promote sustainable agriculture’ target 2.4 ‘By 2030, ensure sustainable food 

production systems and implement resilient agricultural practices that increase productivity and production, that 

help maintain ecosystems, that strengthen capacity for adaptation to climate change, extreme weather, drought, 

flooding and other disasters and that progressively improve land and soil quality’ Indicator 2.4.1 Proportion of 

agricultural area under productive and sustainable agriculture’ and target 2b ‘Correct and prevent trade 

restrictions and distortions in world agricultural markets, including through the parallel elimination of all forms 

of agricultural export subsidies and all export measures with equivalent effect, in accordance with the mandate 

of the Doha Development Round’ Indicator 2.b.2 ‘Agricultural export subsidies’. Achieving these indicators is 

also in line with the OECD Objective 5, on gender equality: Achieving gender equality and empowering women 

and girls, respectively objective: Undertake the necessary reforms to provide women with equal access to 

economic resources, and equal access to property and control over land, or other forms of property, financial 

services, natural resources, in accordance with applicable laws. 

 

Expected impact in competitiveness: The implementation of activities of this measure will 

contribute to the increase of production in the agricultural sector, with a special focus on value-

added agricultural products of the market, and will also have an impact on improving the value 

chain throughout the cycle, considering that the situation with COVID 19 has created gaps in 

the supply chain because of the closures of local markets, problems in product placement, 

increase in input prices, etc. We expect that measures to support the agricultural sector will 

have a positive impact over the next medium term, given the significant investments that are 

taking place in this sector, and that such effects will be visible through the agricultural products 

imports replacement and export growth. Also, subsidizing agricultural loans through the 

economic recovery package, which will cover the cost of interest, will have a positive impact 

on improving the sector and stimulating competitiveness and job creation. 

 

Estimated cost of activities and sources of financing: The total cost for the implementation 

of this measure during the years 2021-2022 is estimated to be € 5,369,409. This amount will 

cover the activities of the World Bank Project, in the amount of € 1,842,954 for the years 2021, 

which will focus on irrigation of agricultural lands and capacity building of Advisory Services. 

€ 600,000 is the support from the EU Project where € 300,000 are allocated for Sector Analysis 

and the remaining € 300,000 will be in support of the implementation of the Agriculture and 

Rural Development Program (2021-2023). For capital investments, an additional € 926,455 are 

planned under capital expenditures for software development for the Agricultural Development 

Agency € 816,455, as well as € 110,000, for the national plan for the Inventory of Agricultural 

Lands in the Republic of Kosovo. Also included is the budget allocated by the Economic 

Recovery Package (2020-2021), in the amount of € 2 million. 

 

Expected impacts on social outcomes, such as employment, poverty reduction, and gender 

equality: This measure has a positive impact on stimulating the population in agricultural 

Indicator 
Basis 

2019 

Intermediate 

target 

Target 2023 

Share of export of agricultural products (1-24) in total export 

(1-98) 
17.1% 20% 23% 

Share of import of agricultural products (1-24) in total 

import (1-98) 21.7% 18.9% 16.8% 

Increase of areas with agricultural crops 21% 23% 26% 
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activity as well as the cultivation of agricultural land and introduction of special crops in 

production, which can have priority and competitive ability. Currently, agriculture accounts for 

8.2% of GDP, while employing about 23% of the total number of workers in Kosovo. 

These measures aims to adhere gender equality, and there are even advantages given during 

evaluation of applications, and also job generation is one of the main priorities i.e. reduce 

poverty in the country through revenues generated from agricultural activities, and also 

improve welfare.  

Expected impact on the environment: The support provided through this measure will be 

reflected in structural investments but also in a more sustainable environment. The environment 

will also benefit through the increase of agricultural lands and improvement of the irrigation 

system. 

 

Potential risks: 

Risk Probability Planned mitigation action 

Delay in 

implementation 

Medium Timely signing programs and timely publication of calls for 

application. 

Pandemic effect at 

the global level. 

High Implementing the government-supported packages and 

stimulating the sector through the support from various donations. 

Approximation of policies to stimulate the situation; 

 

Reform measure #4: Increase of competitiveness in production industry 

The measure will help create a more coordinated policy for the development of the industry, 

throughout the supply chain, in assisting the processing industry, increasing competitiveness 

and internationalization of SMEs. The measure will support SMEs to grow and switch to value-

added activities and produce tradable goods for export, will provide ease of access to finance 

for SMEs, and will support the improvement of quality standards and the increase of the level 

of Foreign Direct Investment (FDI) and the diaspora investments.  

The measure is in line with the National Development Strategy 2016–2021 (NDS), NPISAA - 

Chapter 20, Government Program 20-23, National Plan for Economic Recovery 2020-2021 to 

mitigate the consequences of the pandemic - COVID 19, and Medium Term Expenditure 

Framework MTEF 2021-2023. Through its support to industry and manufacturing activities, 

the measure is in line with SDG 9 (Industry, Innovation and Infrastructure). Concerning the 

Sustainable Industry area of the Green Deal, the measure is partially in line, with targets on 

modernisation of production technology to reduce pollution. The measure is a continuation of 

the measure of ERP 2020-2022. A number of activities planned in 2020, have not been 

implemented due to the pandemic situation and therefore will be repeated in 2021.  

 

a. Activities planned for 2021: 

1) Drafting and approval of the Industrial Development Strategy (Industrial Policy); 

2) Completion of the value chain study for the textile sector (MTI); 

3) Professional support for at least 40 businesses through the digitalization/digital 

transformation program of SMEs (KIESA); 

4) Financial support of 25 manufacturing and service provision SMEs, with equipment and 

machinery for process automation, as well as new technology (KIESA); 

5) Subsidizing 30 SMEs in product certification and consulting in order to increase 

competitiveness, exports, and productivity (KIESA); 

6) Increasing export potential through the financial support of 70 manufacturing companies 

with export potential from Kosovo in 10 International Fairs, in order to expand the market 

and establish links with international companies (KIESA); 
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7) Construction of physical infrastructure of three economic zones, respectively business 

parks (Suhareka, Vitia and Lipjan) (KIESA). 

 

b. Activities planned for 2022: 

1) Completion of the value chain study for the chemical industry and creation of a database 

for the selected sector (MTI); 

2) Increasing the export potential through financial support of 70 manufacturing companies 

with export potential from Kosovo in 10 international Fairs, in order to expand the market 

and establish links with international companies (KIESA); 

3) Subsidizing 15 SMEs in product certification and consulting in order to increase 

competitiveness, exports, and productivity (KIESA); 

4) Financial support of 20 manufacturing and service provision SMEs, with equipment and 

machinery for process automation, as well as new technology (KIESA); 

5) Construction of physical infrastructure of three economic zones, respectively business 

parks (Skenderaj, Rahovec and the assistance continues to Lipjan) (KIESA). 

 

c. Activities planned for 2023: 

1) Completion of the value chain study for one of the industrial sectors and creation of a 

database for the selected sector (MTI); 

2) Increasing the export potential through financial support of 70 manufacturing companies 

with export potential from Kosovo in 10 international Fairs, in order to expand the market 

and establish links with international companies (KIESA); 

3) Subsidizing 15 SMEs in product certification and consulting in order to increase 

competitiveness, exports, and productivity (KIESA); 

4) Financial support of 20 manufacturing and service provision SMEs, with equipment and 

machinery for process automation, as well as new technology (KIESA);  

5) Construction of physical infrastructure of two economic zones, respectively business parks 

(Skenderaj and Rahovec) (KIESA). 

 

Outcome indicators:  

The achievement of these indicators is in line with the goal 9 of the SDG’s ‘Build resilient infrastructure, promote 

inclusive and sustainable industrialization and foster innovation’ target 9.2 ‘Promote inclusive and sustainable 

industrialization and, by 2030, significantly raise industry’s share of employment and gross domestic product, in 

line with national circumstances, and double its share in least developed countries’, target 9.4 ‘By 2030, upgrade 

infrastructure and retrofit industries to make them sustainable, with increased resource-use efficiency and greater 

adoption of clean and environmentally sound technologies and industrial processes, with all countries taking 

action in accordance with their respective capabilities’ Achieving these indicators is also in line with OECD 

Objective 5, on gender equality: Achieving gender equality and empowering women and girls, respectively the 

objective: Undertake the necessary reforms to provide women with equal access to economic resources, and equal 

access to property and control over land, or other forms of property, financial services, natural resources, in 

accordance with applicable laws. 

 

Indicator Basis 2019 

 

Intermediary 

indicator2021 

Target 2023 

BVSH (MVD) of Manufacturing Industry per capita 

(Euro) 
465 521 577 

Share of processing industries exporting companies in 

Sector C 
16,81% 18% 21% 

Number of companies supported for product certification 

for the EU market 
4 62 120 
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Expected impact in competitiveness: Drafting policies for industrial sectors will affect the 

creation of new opportunities for further development of SMEs, access to new markets, as well 

as networking of enterprises in sectors with development potential through the value chain.  

The implementation of industrial policy measures will enable the production of value-added 

products and increase the competitiveness of enterprises, as a result of investments in modern 

technology, digitalization, certification and consulting, investments in economic zones and 

cooperation of local companies with partners of the region and of the EU. The participation of 

companies in international fairs will give them the opportunity to be part of the global market 

and increase export potentials.  

 

Estimated cost of activities and sources of financing: The total cost estimated for the 

implementation of this measure 2021-2023 is expected to be around € 7,970,000, of which € 

6,070,000 from the Kosovo budget and € 1,800,000 from the WB loan and € 100,000 from the 

ADA project for digitalisation in the private sector. In 2021 € 2,740,000 will be spent, where 

from the Kosovo budget will be € 2,040,000 and the loan from the WB in the amount of € 

600,000, and the ADA Program around € 100,000. In 2022 € 2,615,000 will be spent, where 

from the Kosovo budget will be € 2,015,000 and the loan from the WB in the amount of € 

600,000. In 2023 € 2,615,000 will be spent, where from the Kosovo budget will be € 2,015,000 

and the loan from the WB in the amount of € 600,000. 

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: Positive effects on employment growth in the targeted industrial sectors are expected. 

As a result of the implementation of this measure, it is expected that employment opportunities 

are created for about 250 people on yearly basis and women entrepreneurs will be empowered, 

as well as gender equality will be ensured. 

 

Expected environmental impact: Necessary environmental impact assessments must be 

obtained for all economic zones, since the area where the infrastructural works are carried out, 

will be degraded during construction. Also, the support of SMEs for investments in modern 

technology will have a positive impact on the environment, in reducing greenhouse gas 

emissions. 

 

Potential risks: 

 

Reform measure #5: Increasing competitiveness in the tourism and hospitality sector 

The main purpose of the measure is to promote development of competitiveness in the tourism 

sector which will increase economic value of tourism and increase employment taking into 

account the employment of women and youth. The activities to be undertaken in this measure 

are: improvement of the legal infrastructure and harmonization with Acquis communautaire, 

development and promotion of the tourist products that directly affect the increase of the tourist 

offer. With regards to SDG goals, this measure is in line with SDG 8 (Decent Work and 

Economic Growth), focusing on tourism’s share in GDP and job growth. The measure is related 

to the Government Program 2020-2023, the Agriculture and Rural Development Program, and 

Risk  Probability  Planned mitigating action  

Lack of standardized products for 

penetration in international markets Medium   
Support provided for product certification and export 

growth advice 

Prolongation of pandemics globally 

High  

The implementation of the National Plan for economic 

recovery continues in the following years as well; 

Adaptation of policies depending on the 

circumstances as a result of the pandemic. 
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in terms of cultural heritage promotion is related to the National Cultural Heritage Strategy 

2017-2027 and the National Economic Recovery Plan 2020-2021 to alleviate the consequences 

of pandemic COVID-19.  

The pandemic has mostly hit the tourism sector although there are still no official data on losses 

in this sector. According to KAS, for tourist traffic at border crossing points, the data show a 

negative impact that this sector has suffered compared to the same period of 2019.  Statistics 

show a decrease in the number of foreign visitors from 3,719,473 in 2019, to 2,066,087 in 2020 

or expressed in percentage, there is a decrease of 44.45%. During 2020 many planned activities 

could not be realized due to the pandemic but also political changes, therefore some of them 

have been carried from 2020 to 2021.  

 

a. Planned activities for 2021: 

1) Drafting and approval of the Tourism Sector Strategy and Action Plan (MTI); 

2) Approval of the Draft Law on Tourism (MTI); 

3) Approval of the Administrative Instruction for Tourist Guides, AI for the Register with 

data of Tourist Agencies, Administrative Instruction on independent experts and 

classification of accommodation structures (MTI); 

4) Financial support for businesses in the development of rural tourism and agro-tourism 

(MAFRD). 

 

b. Planned activities for 2022: 

1) Certification of Tourist Guides (MTI); 

2) Development of tourist products in cultural heritage areas (Lipjan, Gracanica, Prizren); 

will be dedicated to activities such as: traditional handicrafts, horticulture (gardening), 

rural transport and various tourist products, especially for those products that are in danger 

of extinction; 

3) Analysis and research of tourist markets for access and promotion of Kosovo tourism offer 

in international markets; 

4) Financial support for businesses in the development of rural tourism and agro-tourism 

(MAFRD). 

 

c. Planned activities for 2023: 

1) Business support in the development of rural tourism and agro-tourism (MAFRD); 

2) Development of tourist products in cultural heritage areas (Lipjan, Gracanica, Prizren); will 

be dedicated to activities such as: traditional handicrafts, horticulture (gardening), rural 

transport and various tourist products, especially for those products that are in danger of 

extinction; 

3) Analysis and research of tourist markets for access and promotion of Kosovo tourism offer 

in international markets; 

4) Development of at least 5 new tourist products in cooperation with municipalities 

(Municipalities, MTI). 

 

Outcome indicators:  

                                                 
23Source of information: KAS / Border Police, Tourist traffic at border crossing points. 

Indicator  Baseline 2019 Intermediate target 2021 
Target 

2023 

Number of arrivals of foreign visitors23 4,962,335 

5,210,452  

excluding the negative effect of the 

pandemic 

5,731,497 
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The achievement of these indicators is in line with the goal 8 of the SDG’s ‘Promote sustained, inclusive and 

sustainable economic growth, full and productive employment and decent work for all’ target 8.9 ‘By 2030, devise 

and implement policies to promote sustainable tourism that creates jobs and promotes local culture and products’, 

indicator 8.9.2. Number of jobs in tourism industries as a proportion of total jobs and growth rate of jobs, by sex’ 

 

Expected impact on competitiveness: New law on tourism regulates the legal infrastructure 

in terms of recognition of the profession of guides, regulating the operation of travel agencies, 

the accumulation of accommodation tax and promotion of tourism at the national level, all this 

will reduce informality in the tourism sector and promote competitive values especially in rural 

tourism. The development of tourism will be expanded in rural and mountainous areas with the 

aim of increasing employment in these areas; growing family businesses, where women will 

have easy employment opportunities. The development of new tourism products will affect 

expansion of Kosovo's tourism offer which directly increases the consumption of tourism 

services and as a result promotes employment and increased welfare. 

 

Estimated cost of activities and sources of financing: According to preliminary estimates, 

the implementation of activities listed in this proposal for the period 2021-2023 will be in the 

amount of € 2,949,000. Of these funds, € 2,289,000 are funds from the Kosovo budget and € 

660,000 from EU funds, the IPA project that will support the development of Tourism through 

cultural heritage. 

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: Development of tourism will be expanded in rural and mountainous areas where the 

aim is to increase employment in these areas, grow family businesses where women will have 

easy employment opportunities, especially in the field of culinary and handicrafts. The IPA 

funding activity also focuses on supporting MTI create a future small grant scheme for local 

producers, in order to contribute to a small extent to private sector, especially with a focus on 

empowering women in this sector. The grant scheme will also aim to increase the quality and 

quantity of the product and build the skills of the business community. Expanding the tourist 

offer, by providing quality and standardized services as well as promoting Kosovo in 

international markets, will bring new inflows of international tourists and will result in an 

increased number of international tourists in Kosovo, whereby by the end of 2023 is expected 

to have about 30% growth, with a continuous increase of 10% each year. This is expected to 

directly affect the length of stay in accommodation units so we are expected to have an increase 

of up to 30% in overnight stays. On the other hand, the share of tourism in GDP is expected to 

increase over 2%.  

 

Expected environmental impact: The development of tourism, especially in protected areas, 

can lead to increased pollution, more waste, thus affecting species in extinction, etc. These 

environmental effects may gradually damage tourist resources on which tourism depends. 

Therefore, this measure requires greater inter-institutional interaction (inter-ministerial and 

with municipalities) in order to develop sustainable tourism. The Tourism Council, which is 

composed of members from line ministries for tourism, including the Ministry of Environment 

and Spatial Planning, has a key role in increasing inter-ministerial cooperation.  

 

Potential risks: 
Risk  Probability  Planned mitigating action  

GDP (Gross Domestic Product by 

economic activity: Hotels and 

Restaurants) 

1.4 % 1.5 % 2 % 

Number of jobs by accommodation 

activities and food services 
6,4 % 6.8% 7.5% 



 

74 

 

Delays in the adoption of legislation High  Increase of coordinated cooperation with relevant 

bodies while adhering to the hierarchy. 

Insufficient cooperation with 

municipalities and other relevant 

institutions 

Medium  
Meetings with municipalities with the highest 

tourism  potential are planned to intensify 

 

Reform measure #6: Increase competitiveness in the sector of trade in services 

This measure aims to improve the efficiency and competitiveness of tradable services activities 

in Kosovo and promote their development at the level of sectors related to trade in services. 

Further development of service activities will be essential in reducing the trade deficit and 

improving trade in goods and services following the impact of COVID-19. This measure also 

aims to increase overall levels of productivity and competitiveness of the Kosovo economy and 

increase exports of services. Kosovo has already assumed obligations at regional and global 

level, through the Additional Protocol 6 of CEFTA and the SAA. Development of modern and 

efficient services is foreseen in the Government Program 20-23 and the National Program for 

the Implementation of the SAA. This activity is linked with several strategic documents, such 

as: Green Deal point 2: transforming the EU’s economy for a sustainable future; sub point 2.1.3 

Mobilising industry for a clean and circular economy. “Digital technologies are a critical 

enabler for attaining the sustainability goals of the Green deal in many different sectors”. With 

SDG “Goal 17, Strengthen the means of implementation and revitalize the global partnership 

for sustainable development”. Also, with document on Common Regional Market which 

derived from Sofia Summit, points: Adopt services trade liberalization package to, inter alia, 

enable supply of services without obligatory establishment and authorization, in line with 

Chapter 3 of the EU acquis; Enable mobility for students, researchers and professors; Establish 

regional e-commerce market by adopting core harmonized rules and internal market principle, 

by facilitating customs clearance of parcels and by removing geo-blocking. 

 

a. Planned activities for 2021: 

1) Diagnosing potential sectors of trade in services and assessing the competitiveness 

advantage of the trade in services (MTI);  

2) Mutual recognition between CEFTA member countries for selected professions 

(general practitioners, dentists, architects and engineers);  

3) Ratification of the CEFTA Additional Protocol, AP6 on trade in services (MTI);  

4) Drafting and approval of the Law on Electronic Commerce (MTI);  

5) Human capacity building and IT infrastructure at central level institutions for the 

establishment of the SPCs. 

 

b. Planned activities for 2022: 

1) Analysis of at least two sectors on the diagnosing potential sectors of trade in services 

and assessment of the competitiveness advantage in the service trading (MTI);  

2) Human capacity building and IT infrastructure at central level institutions for the 

establishment of the SPCs; 

3) Identification of barriers to trade in services and drafting an action plan to remove 

these barriers under AP6 (MTI); 

4) Analysis of local regulations which need to be harmonized within the AP6 (MTI). 

 

c. Planned activities for 2023: 

1) Addressing the integrated agenda and calculating the extent of restrictive measures 

affecting trade in services (MTI);  

2) Further liberalization of trade in services between CEFTA member countries (MTI); 
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3) Liberalization of services with trading partners (United Kingdom, Turkey) (MTI). 

 

Outcome indicators:  

The achievement of these indicators is in line with the goal 17 of the SDG’s ‘Strengthen the means of 

implementation and revitalize the global partnership for sustainable development’ target 17.12 ‘Realize 

timely implementation of duty-free and quota-free market access on a lasting basis for all least 

developed countries, consistent with World Trade Organization decisions, including by ensuring that 

preferential rules of origin applicable to imports from least developed countries are transparent and 

simple, and contribute to facilitating market access’. 

 

Expected impact on competitiveness: The implementation of the planned activities will 

contribute to the increase of services exports and the orientation of favourable policies in the 

field of services. Development policies in the field of professional services will have a positive 

impact on the competitiveness of the sector in general and the trade of professional services, 

especially through new job opportunities and an increase in FDI in highly productivity services, 

as well as facilitate access to finance for businesses. 

 

Estimated cost of activities and sources of financing: The total amount of the budget planned 

for these activities for 3 years is € 260,000.00, divided by years: € 111,500.00 for 2021, € 

114,500.00 for 2022 and € 34,000.00 for 2023. The amount of € 60,000.00 will be financed 

from the Kosovo budget and € 200,000.00 from IPA founds. 

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: The development of service activities will be oriented towards the employment of 

women. Since many service activities depend on women employment such as education health 

and other business services, further development of services will contribute to the increase of 

the level of share of women in labour force. In 2019, 85.2% of the employees in Kosovo were 

employed in the services sector. This is an increase of 3.7% compared to 2017, where service 

activities employed 81.5% of the workforce. Following the impact of the pandemic, this trend 

is expected to experience a sharp decline in 2020. (Source: Annual Report on Services and 

Trade in Services 2019). This trend of growth is expected to slow down during the period 2021-

2023, due to new circumstances created as a result of COVID-19. 

 

Expected environmental impact: This measure is not expected to have an environmental 

impact. 

Potential risks: 
Risk  Probability  Planned mitigating action   

Coordination of central and local public 

institutions in the intervention for 

adjusting the services. 

Low  Analysis of assessing human capacities and IT 

infrastructure at central level institutions for the 

establishment of the SPCs. 

Delays in the adoption of legislation  High  Increase of coordinated cooperation with 

relevant bodies while adhering to the hierarchy. 

Duration of the pandemic Covid-19  High  Government measures against the Covid-19 

pandemic 

 

Indicator Baseline  

2019 

Intermediate 

indicator 2021 

Target 2023 

Contribution of tradable services in GDP 

(%) 

5.3%  Increase to 7.5%  

The value of exports in services €1.6 billion    Increase to € 1.9 billion  
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4.3.3 Business environment and reducing informal economy 

 

a. Structural barriers analysis   
Kosovo’s main obstacles in business environment and reduction of the informal economy are large 
and highly visible. High level of informal economy, administrative burden for businesses, lack of 
mechanism and proper addressing of economic disputes, informal economy of lands, lack of proper 
coordination and training in the field of inspections and poor state of the tax regulatory in Kosovo, 
have and continue to affect legal uncertainty and competition in the market. Among other things, the 
COVID 19 pandemic has caused the bankruptcy and closure of a large number of businesses, loss of a 
high number of jobs and a sharp decline in economic activity in the country. Consequently, structural 
barriers have and are influencing the state-making policy, which is aimed at helping individuals, 
businesses and the country's economic recovery after the damage caused by COVID 19. 

Although great efforts have been made to combat informal employment, the continuation of 

this phenomenon is due to the low awareness on its negative effects, low efficiency of the 

Labour Inspectorate and the limited inter-institutional cooperation for the prevention and 

reduction of the informal economy. Another key issue remains the administrative burden and 

the lack of a proper mechanism for resolving trade disputes. Lack of one-stop-shop service, 

time and high cost of services for businesses and unclear mandates, jurisdiction and delays of 

up to 3 years for resolving a commercial dispute in the Commercial and Administrative Matters 

Department in the Basic Court of Prishtina discourage businesses for operation and investment 

in Kosovo. Another key issue is the informal land economy. Informal rights which cannot be 

registered cannot be used as mortgages by individuals and businesses to secure loans, 

consequently the same cannot be taxed by municipalities to collect income. This prevents the 

entry of economic potential into the economy and affects the rules of the game for fair 

competitiveness in the market. Therefore, ongoing reforms in these areas will affect better 

policy making, especially for economic recovery after the damage caused by COVID 19, 

increase of the state budget and especially the increase of fair competitiveness in the country.  

In order to follow the spirit of the Sustainable Development Goals (SDGs) and Green Deal for 

sustainable development, the Republic of Kosovo is committed to generate economic growth, 

justice and strong institutions and to environment protection.  

Structural barriers: The main obstacles and challenges in this area are unfair competition due 

to the informal economy, delays and high costs in resolving trade disputes, lack of consistency 

in law enforcement regarding trade disputes, lack of frequent and coordinated inspections, low 

and poor inter-institutional coordination and the coordination of public and private institutions 

in collecting and sharing financial information, impossibility of land mortgage due to 

shortcomings in the realization of property rights in the system, informal land economy that 

causes high inconsistency between cadastral records and real land ownership, lack of 

enforcement of intellectual property rights legislation. These structural barriers affect legal 

uncertainty, discouragement for investment and market operation, the realization of economic 

rights, the state budget and the increase of fair competitiveness in Kosovo. 

 

Reform measure #7: Improvement of the business environment by reducing the 

administrative burden and inspections reform.   
Description of the measure: Continuing substantial reforms through the design of new 

policies using regulatory impact assessment, as well as through the simplification of legislation 

to reduce the administrative burden and by making inspection reform, the Government aims to 

influence the quality of public services for citizens and businesses as well as the transparency 

and efficiency of the administration. Thus, the implementation of the measures presented in the 

Administrative Burden Reduction Programme is intended to achieve the target of 30% for the 

reduction of the administrative burden over the next eight (8) years. By removing unnecessary 
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procedures and requirements, by simplifying and digitizing the necessary procedures, this 

reform directly affects the benefits of citizens, businesses and administration, and consequently 

the economic development of the country, especially after the crisis caused by COVID-19. The 

inspection reform aims to achieve two main objectives: improving inter-institutional 

coordination regarding inspections of business activities and digitalization of the inspection 

process. So far, the concept document for inspections has been approved, the legal gaps have 

been analysed and the segments foreseen to be reformed have been identified, while the 

drafting of the law on inspections, planned to be completed within the timeframe, continues. 

This measure communicates with the SDG Indicator 16.6.2 (Satisfactory Public Services) by 

developing effective, accountable and transparent institutions, the SDG Indicator 16.10.2 

(Access to Public Documents) ensuring public access to information, and the SDG Indicator 

16.5.1 (Prevalence of Bribery) and SDG Indicator 16.5.2 (Business Bribery) significantly 

reducing corruption and bribery in all forms. 

 

a. Activities planned for 2021:  

1) Updating the Central Registry of Permits and Licenses so that the system is usable for 

officials who have access to data and training 52 officials from LO and institutions that 

issue permits and licenses on the use of the updated system (OPM); 

2) Amending and supplementing laws and bylaws for the purpose of simplifying, merging and 

reducing permits and licenses (OPM); 
3) Repealing bylaws that have no legal basis (guillotine of bylaws) (OPM and ministries);  

4) Calculating business savings as a result of simplification, merger and reduction of permits and 

licenses (OPM); 

5) Updating and approving the standard cost model manual with new guidelines for measuring 

the administrative burden on citizens and administration (OPM); 

6) Developing the capacities for the Standard Cost Model (SCM), the first Training of 

Trainers on SCM for OPM staff and ABR coordinators in ministries (a training organized 

with 20 participants by the end of 2021) (OPM); 

7) Adopting the law on inspections which will lay the foundations of a risk-based inspection 

approach (MTI);  

8) Amending the horizontal legislation by allowing and regulating inspection reform (MTI, 

OPM);  

9) Establishing the central inspection office that coordinates inspections and adapting the 

relevant organizational structure (OPM).  

b. Activities planned for 2022:  

1) Repealing bylaws that have no legal basis (guillotine of bylaws) (OPM and ministries);  

2) Developing the capacities for Standard Cost Model (SCM), second Training of Trainers on 

SCM delivered by certified trainers for OPM staff and Administrative Burden Reduction 

coordinators in line ministries - one (1) training cycle with 20 participants by the end of 

2022 (OPM); 

3) Providing trainings on SCM (at least 3 trainings with 20 participants by the end of 2022) 

for line ministries, as well as providing trainings on SCM for each municipality (OPM); 

4) Amending the horizontal legislation by allowing and regulating inspection reform (OPM);  

5) Building human capacities, which means training the inspectors and other relevant officials 

by preparing them for the full implementation of the new concept of inspections (Central 

Inspection Office); 

6) Developing and implementing the electronic platform ‘E-Inspector’ and equipping 

inspectors of inspection bodies with specialized electronic devices that enable the liaison 

of inspectors and the real-time exchange of information/reports. The development of the 



 

78 

 

platform is supported by the World Bank project and is overseen by the Central Inspection 

Office and the Ministry of Trade and Industry (Central Inspection Office).  

 

c. Activities planned for 2023:  

1) Providing trainings on SCM for municipalities. 

2) Building human capacities, which means training the inspectors and other relevant officials 

by preparing them for the full implementation of the new concept of inspections (Central 

Inspection Office); 

3) Developing and implementing the electronic platform ‘E-Inspector’ and equipping 

inspectors of inspection bodies with specialized electronic devices that enable the liaison 

of inspectors and the real-time exchange of information/reports (Central Inspection Office).  

Result indicators: 
Indicator  Baseline year  Intermediate target 2021  Target 2023  

Reduction of permits and 

licenses 
2014 

480 permits  

 

At least 10% of licenses and 

permits simplified, merged 

and/or abolished 

 

Repeal of bylaws that 

have no legal basis 

1623 bylaws At least 5% of bylaws that 

have no legal basis have 

been repealed against the 

2020 baseline.  

At least 5% of bylaws that 

have no legal basis have 

been repealed against the 

2020 baseline. 

Reduction of inspection 

bodies 
2020 

36 
2021 

36 
2023 

18 

 

Expected impact on competitiveness: The quality of policy making and legislation drafting 

will be improved and unnecessary obstacles will be removed under the Administrative Burden 

Reduction (ABR) process. Therefore, by removing unnecessary procedures and requirements, 

by simplifying and digitizing the necessary procedures, there will be a direct impact on business 

benefits and competitiveness. The ABR will be an important factor in stimulating economic 

development and mitigating the crisis caused by the COVID-19 pandemic, given that reducing 

the administrative burden directly affects doing business, and one of the measures is the 

digitalization of administrative procedures, where possible. Establishment of a unified system 

which ensures sustainable inter-institutional coordination, efficient oversight and full 

transparency in the exercise of oversight and accountability in the implementation of legal 

powers and responsibilities by the inspection authorities. This mission is expected to improve 

competitiveness by facilitating the environment for doing business, by reducing the supervisory 

burden on businesses, while a more effective control also reduces informality by favouring 

business and quality and regulated production. 

 

Estimated cost of the activities and the source of financing: The total cost of this measure 

will be € 2,251,900 for the next three years (2021-2023). Regarding the administrative burden 

reduction, for the period 2021-2023, € 233.000.00 will be planned in the budget of the Office 

of the Prime Minister for developing capacities for the successful application of SCM, € 12.000 

for updating the Central System of Permits and Licenses, and € 200,000 will be provided by 

IFC/WB as advisory services on the review and amendment of laws and bylaws in order to 

simplify, merge and reduce permits and licenses, as well as to calculate business savings as a 

result of this process. Regarding the inspection reform, for the period 2021-2023, € 254,000.00 

are planned to be allocated from the Kosovo Budget; € 600,000.00 will be provided by IFC for 

advisory services, while € 952,900.00 will be loans from the World Bank.  

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: Reducing the administrative burden on citizens, businesses and administration and 
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introducing additional tools for analysis during policy making (including SCM) such as gender, 

social and economic impacts will bring direct benefits to focus groups and citizens in terms of 

social outcomes, gender, employment and poverty alleviation, because reducing the 

administrative burden and drafting better policies and laws directly affect the life and quality 

of services for citizens. On the other hand, Inspection reform does not have a direct impact on 

employment, but improves administrative effectiveness in terms of inspections and reduces the 

barrier of control exercised over businesses. 

 

Expected impact on the environment: The measure is not expected to have an impact on the 

environment. 

 

Potential risks: 
Risk  Probability  Planned mitigation action  

Delays in the adoption of legislation due to 

political developments, and all processes are 

currently in some way affected by the 

COVID-19 pandemic. 

 

Medium 

Coordination of inter-institutional working 

groups established for drafting legislation 

and greater involvement of OPM officials in 

the process.  

Lack of capacities for full implementation 

of inspection reform. 

 

High 

Organization of trainings for professional 

capacity building through technical 

assistance. 

 

Reform measure #8: Establishment and functionalization of the Commercial Court 
This measure focuses on increasing the effectiveness of the trade dispute resolution by 

establishing the Commercial Court, as the only address for resolving all trade disputes of 

businesses and foreign investors. This is a two-instance commercial court, which includes all 

the competencies of the Economic Department as well as the commercial matters under the 

Administrative Department. This reform was introduced in PRE 2020-2021, which followed 

the Measure 10 of ERP 2019-2021 (Increasing Judicial Efficiency). Measure 9 will continue 

to be implemented with ERP 2021-2023 planning. In addition, the measure falls in the scope 

of SDG Goal 16 (Promote Just, peaceful and inclusive societies) by the promotion of peaceful 

and inclusive societies for sustainable development, the provision of access to justice for all, 

and building effective, accountable institutions at all levels. 

  
a. Activities planned for 2021:  
1)  Drafting and approval of the Draft Law on Commercial Court (MoJ); 
   
b.   Activities planned for 2022: 
 
1) Drafting and approval of the Regulation on the internal organization of the Commercial 

Court and the Regulation on the recruitment, duties and responsibilities of the Legal Unit 
(KJC);  

2) Supplementing and amending the Regulation on the organization and functioning of the 
assembly of presidents of courts and supervisory judges (KJC); 

3) Training of current judges, professional associates and support staff of the Commercial 
Court in specific commercial areas that will be addressed by this court (KJC, AJ). 

   
c. Activities planned for 2023:  
1) Training of newly recruited judges, professional associates and support staff of the 

Commercial Court in specific commercial areas to be handled by this court (KJC); 

 
 
Outcome indicators: 
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Indicator 
Baseline 2019 Intermediate indicator 

2022 

Target 2023 

1. Solving the backlog 

of cases 

10% reduction of the 

backlog and 100% 

solving of new 

cases/110% efficiency 

35% reduction of the 

(cumulative) backlog and 

100% solving new 

cases/125% efficiency 

60% reduction of the 

(cumulative) backlog 

and 100% solving new 

cases/ 125% efficiency 

2. Duration of dispute 

resolution 
2 years 1.5 years 1 year 

 

Expected impact on competitiveness: The creation of single, effective and specialized 

address for resolving business disputes contributes to increasing legal certainty for the 

dynamism of business activities and as a result, to the economic growth of the country. 

Increasing legal certainty through efficient resolution of commercial disputes by this Court 

serves as an incentive and reduction of risk for the expansion of existing businesses and affects 

the increase of direct investments by foreign companies and the diaspora. 

 

Estimated cost of the activities and the sources of financing:  The total cost of implementing 

this measure is estimated at €1,704,270. Of this amount, EUR 25,440 is estimated to be the 

cost for technical assistance in 2021, which is expected to be funded by other grants (USAID 

Project). For 2022, the cost is estimated to be around €900,000, of which €758,000 are expected 

to be financed by the Kosovo Budget. Funds from the Kosovo budget are intended for salaries 

and other office supplies according to the employment of judges and new employees as 

provided by the Law on Commercial Court. An additional €141,025 is planned to be received 

from other grants dedicated for training programs for judges, professional associates and 

support staff. The estimated cost for 2023 is €779,805 of which €701,600 are from the internal 

budget and €78,205 from other grants. 
  
Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: Small and Medium Enterprises (SMEs) makes up 99% of enterprises in Kosovo. In 

the event of a dispute, slow judicial processes can jeopardize jobs and family businesses. 

Predictable and effective contract award and enforcement procedures determine whether an 

SME can survive and grow. As legal certainty increases, so does the interest for foreign 

investment. New investments dynamize the labour market and stimulate the increase of 

women's participation in the labour market. 

  
Expected impact on the environment: No relevant impact on the environment. 

 

Potential risks: 
Risk Probability Planned mitigation action 

Delays in the adoption of the draft law 

and staff recruitment 
High 

Taking measures for combating pandemic 

COVID-19 

 

Reform measure 9#: Reduce informality in the real estate sector 
This measure proposes the use of efficient administrative procedures of the Kosovo Property 

Comparison and Verification Agency (KPCVA), to provide formal and legal recognition to 

factual holders of informal property rights, so that they can register in the cadastre. This reform 

contributes to releasing courts from formalization requests and provides citizens with a speedy 

resolution of their request for property rights formalization. The overall objective of this 

measure is to transform the cadastre into a reliable data platform on properties and property 

rights holders in Kosovo. This measure derives from the reforms launched in ERP 2016-2018 

and is based on the National Strategy for Property Rights and the National Development 

Strategy. 
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a. Activities planned for 2021: 

1) Amending the Law on the Kosovo Property Comparison and Verification Agency; (OPM) 

2) Approval of draft laws on Cadastre (MESP), Construction Land (MoJ) and Public Property 

(MoJ); 

3) Drafting regulations on duties and responsibilities of the Secretariat of the KPCVA and the 

decision-making commission for addressing the formalization requests (KPCVA); 

4) Functionalization of the new mandate of the KPCVA (OPM, KPCVA); 

5) Training of KPCVA commissioners and support staff of the KPCVA Secretariat (KPCVA). 

 

b. Activities planned for 2022 

1) Training of KPCVA commissioners and support staff of the KPCVA Secretariat (KPCVA); 

2) Approval of the administrative instruction that regulates and facilitates access to cadastral 

data for the citizens of Kosovo (MESP). 

 

Outcome indicators: 
Indicator Baseline Intermediate target Target 2023 

Duration of the process for recognizing 

informal property transactions 

2021 

18 months 

2022 

18 months 

14 months 

Updating the cadastral register with 

accurate data of legal holders 

2018 

50% 

2021 

60% 

 

70% 

 

Expected impact on competitiveness: Currently, it is estimated that there are over 350,000 

unregistered properties in Kosovo, that are worth several billions euro. Creating an effective 

property rights system creates legal certainty for investors and consequently increases 

investment opportunities, while this creates more opportunities for citizens to use the property 

as collateral and therefore improves access to finance. Strengthening property rights also 

improves World Bank indicators for doing business, including property registration and 

administration, and resolving property disputes. 
 
Estimated cost of the activities and the sources of financing: Estimated cost of the activities 

and the source of financing: The total cost to implement this measure is estimated to be around 

Eur 83,400. Of this amount Eur 55,205 will be the impact for 2020, which is expected to be 

funded by other grants (USAID Project). For 2021, the cost is estimated to be around Eur 

28,205, expected to be funded by other grants (USAID Project). 

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: Strengthening property rights contributes to reducing gender inequality. For women 

and girls, the wide informal economy in the property sector when property is exchanged outside 

the formal system excludes them from sales over which they possess legitimate rights. By 

owning property, women become economically independent, using property as collateral to 

obtain bank loans to start new business that will create new jobs, or to receive subsidies for the 

effective use of agricultural land. 
 

Expected impact on the environment: There is no relevant impact on the environment. 

 

Potential risks: 
Risk Probability Planned mitigation action 

Inter-institutional cooperation 

and coordination 

Low KPCVA should take appropriate steps to establish working 

groups and increase its coordinating role in this process. 

Pandemic COVID-19 High Taking measures for combating pandemic COVID-19 



 

82 

 

 

Reform measure 10#: Reducing the Informal Economy 

The informal economy as a phenomenon, has become widespread in the country's economy. 

Recent studies estimate that the informal economy accounts for up to 30% of GDP. By avoiding 

various obligations to the state, different entities earn large sums of money illegally. The 

presence of the informal economy in the country harms the market economy, and fair 

competition between businesses. In this regard, it is also a major obstacle in measuring 

macroeconomic indicators such as: gross domestic product (GDP), economic growth rate and 

unemployment, etc. which are reflected in the creation of economic policies. The purpose of 

the measure is to fight the informal economy, by improving the rule of law and economic 

governance in Kosovo, in order to increase tax revenues and formalize the employment. The 

measure is in line with the draft new Strategy Against the Informal Economy and the 

Prevention of Money Laundering and Terrorist Financing 2019-2023. It is also in line with the 

current Kosovo Development Strategy and also the country agreement in the Stabilization and 

Association Agreement. In addition, the measure falls in the scope of SDG 8 (Decent work and 

economic growth), by collecting data on informal (non-contract) labour in the country. The 

situation created in Kosovo by the pandemic COVID-19, which started in March 2020, has 

impacted the closure of most businesses for a period of two to three months, the consequences 

of the pandemic are still felt today in the country's economy such as: continuous loss of jobs, 

decline in economic activity and consequently increase in the poverty rate, which is largely 

characterized by a decrease in purchasing power, and consequently in decrease of turnover and 

budget revenues. In this respect, the measures taken by the Government of the country 

regarding the support of businesses within the fiscal package, have also impacted the 

formalization of a part of the economy, since only from application of measure no. 14 which 

was dedicated to new workers that are registered, over 14 thousand workers have been 

registered. In addition, the measure falls in the scope of SDG Goal 8 (Promote inclusive and 

sustainable economic growth, employment and decent work for all). 

 

a. Activities planned for 2021: 

1) Amending the necessary legal framework, approving and issuing bylaws to reduce the 

current transaction from 500 to 300 EUR for business (Law on Tax Administration and 

Procedures); 

2) Functionalization of the new IT system for compliance risk management which will 

advance the existing opportunities in identifying, analyzing, treating and monitoring 

compliance risks;); 

3) Implementation of the new risk approach by TAK based on drafting and implementation 

of compliance projects, to target the treatment of high-risk sectors, such as: sectors of 

construction and accommodation, informal employment, trade respectively the stock 

control. 

4) Intensification and coordination of activities between TAK and the Ministry of Labour 

and Social Welfare (MLSW) in order to identify and register unregistered workers; 

Exchange of information between TAK and IP about fines imposed on undeclared 

workers, training of a group of inspectors to address undeclared work, preparation and 

implementation of the Manual for joint inspections in combating undeclared work; 

5) Increasing the number of inspections and staff engaged in joint operations between TAK 

and MD, under the leadership of the joint group established by both Institutions in order 

to address businesses which are characterized by high scale of risk in tax evasion and 

customs duties;   

6) Development of a system by TAK for identification of taxpayers whose source tax is 

withheld on rent, interest, property rights, non-resident persons and special categories;  
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7) Monitoring and eventual undertaking of measures by TAK, to businesses which are 

supported by Government through fiscal packages, in order to ensure that all declarations 

of these businesses are in line with implementation of the criteria of these fiscal packages, 

and right implementation of tax legislation, in particular with a focus on the list of 

employees and lease contracts; 

8) Drafting and approval of the New Labor Law by the Assembly (Introduction of mandatory 

electronic payment for all salaries and wages of employees in all sectors  

9) Restructuring of the labour inspectorate and employment of 20 additional inspectors, as 

well as the implementation of evaluation and monitoring activities aimed at increasing the 

performance and integrity of inspectors; 

10) Compiling data about the informal economy and its integration/publication in Gross 

Domestic Product (GDP) by KAS. 

11) Publication of the Analysis “Assessment of best practices, feasible for Kosovo in reducing 

informal employment”. 

 

b. Activities planned for 2022: 

1) Implementation of the new risk approach by TAK, based on the design and implementation 

of compliance projects, to aim at addressing the sectors with a high degree of risk, such as: 

construction, accommodation, informal employment, trade and stock control; 

2) Determining corrective measures for compliance projects through ex post evaluation of the 

implementation of these projects; 

3) Increasing the number of inspections and staff engaged in joint operations between TAK 

and KC, under the leadership of a joint group established by both Institutions in order to 

address businesses which are characterized by a high degree of risk in evading tax and 

customs duties. 

4) Review of the action plan of the National Strategy for combating the informal economy 

2019-2023   

 

c. Activities planned for 2023:  

1) Establishment and functioning of the Unit for the Recovery of Confiscated Assets; 

2) Establishment of a confiscation fund in Kosovo. 

3) Drafting the new National Strategy for combating the informal economy, based on 

sectoral risk assessments and assessments related to the tax gap in general. 

 

Outcome indicators:  

Indicator 2 falls in the scope of SDG Indicator 8.3.1. (Informal employment) which is “proportion of informal 

employment in non-agriculture employment, by sex.  

 

Expected impact on competitiveness: Reducing the informal economy will improve the 

business environment in general, fair competition and consequently, it will enable the growth 

of those sectors where Kosovo has more competitive advantages. Competition from the 

informal sector comprises the main obstacle for regular taxpayers. This measure would address 

                                                 
24Source from KAS, Labor Force Survey 
25Source from KAS, Labor Force Survey 

Indicator  Baseline 

2019 

Intermediate indicator    

2021 

Target 2023 

Increase in tax revenues compared to the previous year 10.4 % 3.5 % 7.5% 

Rate of employees without contract24 16% 14% 12% 

Rate of employees with a contract25 84% 86% 88% 
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this issue, through the increase of taxable transactions, as a result of the implementation of a 

more effective control mechanism and a better risk analysis as well as the reduction of informal 

employment. The situation created by the COVID-19 pandemic in Kosovo, has also affected 

some taxpayers who hide their turnover and tire seeking justification for an economic economy 

and decline and purchasing power as a result of the pandemic, this not at all good situation in 

the world to have a very negative impact on a continuation of unfair competition, and the 

actions proposed in this way will be addressed in order to increase in order for inter-institutional 

enterprises to continue to function in order to exchange information while assessing risk. 

 

Estimated cost of the activities and the source of financing: The total amount planned for 

these activities for three years is € 570,400. The cost of measures for 2021 is estimated to be: 

€ 299,000, which will be funded by the Budget of Kosovo. The cost for 2022 is estimated to 

be € 263,640, out of which € 252,000 will be funded by the Budget of Kosovo and € 11,640 by 

the Donors. While the cost for 2023 is estimated to be € 7,760. 

 

Expected impact on social outcomes, such as employment, reduction of poverty, gender 

equality: The reduction of the informal economy will directly affect the growth of formal 

employment. The main impact on employment would be the improvement of official 

employment levels in the sectors with the highest level of informality, this would also affect 

the increase of workers' rights at work and easier access to finance. It will also affect economic 

development, increasing the budget, which could be translated into welfare even for the poorest 

sections of the population. The reduction of the informal economy will significantly affect the 

increase of budget revenues through which public services are financed, thus increasing the 

well-being of the citizens of the country, affect the poor quality of services. As a result, the rate 

of informal employment by 2021 is expected to decrease to 12% from 16% estimated in 2019. 

Expected impact in the environment:  There is no relevant impact on the environment.  

 

Potential risks: 
Risk  Probability  Planned mitigating action  

Stagnation of inter-

institutional cooperation 

 

High 

Intensifying or increasing the exchange of data between 

various institutions, both central and local, in order to 

fight the informal economy. 

Lack of consistency of Law 

Enforcement Institutions in 

inter-institutional interaction. 
High 

Increasing the number of memoranda of cooperation 

between the Institutions by enabling the interconnection 

of systems where information would be exchanged 

electronically. 

4.3.4.  Research, development and innovation and the digital economy 

State of play: Research, Development and Innovation (RDI) system in Kosovo continues to 

have a very low level of development. The allocated budget is insufficient, as according to the 

Law on Scientific Research Activity, the Government of Kosovo should allocate 0.7% or 14 

mil. Euro per year for science and innovation in MES from the budget, but due to lack of funds 

the budget allocated for 2020 is 1.2 mil. Euro. A large number of indicators for this area are 

still missing. This is due to the great lack of inter-ministerial coordination between the main 

relevant institutions. Also, there is still a lack of financial instruments to promote innovation 

within MSMEs. Innovation voucher schemes, credit guarantee schemes and programs should 

be further promoted and applied to promote business and academia links, training for young 

people and women entrepreneurs in the field. The failure to implement the planned innovation 

projects for 2020 has occurred due to the redistribution of the budget for economic recovery, 

in the case of the Covid-19 pandemic. In order to support innovative projects for Start-Up 

businesses, 230 projects worth 1,795,579.6 Euro were funded, 55 NGOs were supported for 
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innovative NGO projects, in the amount 2,069,433.04 Euro, while for the support of MSME 

from the "Innovation Fund", in cooperation with GIZ a total of 20 projects were supported in 

the amount of 799,970 Euro. The project for supply of IT equipment for 11 high schools in the 

amount of 145,000 Euro is also in the implementation phase. These activities and projects are 

in line with the National Strategy for Innovation and Entrepreneurship. In terms of incubators, 

Kosovo has several incubation centres and business angels such as: Innovation Centre of 

Kosovo (ICK), Kosovo Information and Communication Technology Association (STIKK), 

Gjirafa Lab, KOSBAN, Jakova Innovation Centre. As for patents, to date there were 2373 

applications, of which 1117 patents have been registered. Over 98% of them are patents with 

an international owner. In the Horizon 2020 program, Kosovo participates as an "international 

partner country of cooperation", while so far Kosovo has participated in 20 projects (103 

applications, of which 95 project proposals that in principle have met the criteria, 20 of which 

are funded).  

Digital economy: Landline telecommunications networks are widespread in urban areas and in 

all rural areas. Penetration of mobile telephony reaches about 114% of the population and it is 

estimated that 72% of the population are internet users through the 3G and 4G networks 

compared to 126% in EU; Penetration of internet through landline network is estimated to 

cover 120% of households compared to 87% in EU.  During the COVID-19 pandemic, the 

demand for additional Internet capacities has significantly increased in Kosovo as well. 

Therefore, in order to address the growing demands for broadband Internet services, the GoK, 

through the KODE Project, is taking action to create the preconditions for the extension of 

broadband telecommunication infrastructure by interconnecting mobile network stacks with 

optical cables in order to enable the development of technologies and services based on 5G and 

6G generation networks. Investments in telecommunication infrastructure have declined since 

2015 (it was 52 million Euro, in 2016, 2017 and 2018 it was about 30 million Euro a year and 

in 2019 it was only about 20 million Euro or approximately 0.3% of the total GDP in Kosovo). 

The overall use of ICT in the industry is still limited and its competitive benefits are not 

properly understood by many companies. Despite the fact that most households in Kosovo have 

access to both landline and mobile Internet connections, 38.7% of the country's population still 

does not have access to any kind of electronic computer equipment. It is estimated that about 

2000 employees are employed in the ICT sector, or less than 1% of the total number of 

employees compared to 3.7 in the EU level. Of the 571 businesses registered as having their 

primary activity, only about 120 of them are businesses providing ICT product services, while 

others are businesses that sell and repair hardware. 

Structural obstacles: Fragmented activities by various public institutions and their lack of 

coordination, inadequate soft infrastructure (RDI experts/consultants) and physical 

infrastructure (laboratories, equipment); failure to participate in Horizon 2020 programs. 

Another obstacle is the lack of cooperation between the private sector, the public sector and 

higher education institutions. Another obstacle during this year has been the transfer of the 

Innovation Department to several different departments, from the former MIE, to the MES and 

then to the MEE where it is currently located; lack of an appropriate and adequate legal 

framework for innovation, whereby the field of innovation is treated as divided into scientific 

innovation and entrepreneurship innovation, while in most EU countries the field of innovation 

is a legal framework, aimed at supporting the private sector and academic staff, for scientific 

papers, innovative ideas and projects with a focus on research and development of products, 

services, new or significantly improved processes that have an impact on the social and 

economic development of the country. Regarding the digital economy, the obstacle is the lack 

of a general ecosystem in order to create opportunities for the most innovative ideas not only 

in the ICT sector, but in all areas related to ICT and digital technologies applied in all aspects 

of life. It has also been proven during the pandemic that the lack of broadband internet 
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infrastructure negatively affects the productivity and competitiveness of companies and 

reduces the opportunities for self-employment, distance learning, digital learning and digital 

marketing. Lack of a system for electronic identification and authentication does not favour the 

development of online services and e-commerce. 

 

Reform measure #11: Improvement of research, innovation and entrepreneurship 

environment 

The measure is a continuation of last year's ERP cycle and aims to improve the environment 

for research, innovation and entrepreneurship by completing the legislative framework as well 

as increasing funding for RDI. As a result of the measures taken to improve Kosovo's 

performance in the Horizon 2020 program, the success rate in this program has increased (it is 

now 21%, where there are 20 projects benefited in the total value of 2.48 million EUR). Efforts 

are being made to advance from the status of international partner country in this program to 

the status of an associated country. This measure aligns with SDG 9 (Industry, Innovation and 

Infrastructure), via indicators concerning investment on research, production and employment. 

Also, in order to alleviate the situation with the Covid 19 pandemic, 145,000 Euros have been 

invested in equipment for 11 schools for IT cabinets. The National Science Council is expected 

to become operational, which is an obligation deriving from the Law on Science. It will help 

to have a comprehensive institutional approach and better coordination of research and 

innovation policies. There is a need to establish a National Science Fund as well as the 

development of implementation mechanisms. A concept document on research and innovation 

systems is being drafted. With the support of HERAS+ Project, we will build a Current 

Research Information System (CRIS) for Kosovo in order to continuously map and record the 

basic material and immaterial research and innovation infrastructure at public HEI in Kosovo 

(incl. academic members of the faculty). It will be designed according to main features as 

defined by the Common European Research Information Format (CERIF) model Also, the AI 

on the implementation of Innovation Support Schemes will be reviewed and the Regulation on 

Innovation Centres will be finalized.   

 

a. Activities planned for 2021: 
1) Functionalization of the National Science Council and review of the National Science 

Program (MES); 

2) Drafting and approval of the Law on Innovation and Entrepreneurship (MEE); 

3) Building a Current Research Information System (CRIS) (MES); 

4) Drafting and approval of 4 AIs in the field of Scientific Innovation and Knowledge Transfer 

(for Enterprises with the status of science-technology park; Register of innovative scientific 

institutions; Technology and knowledge transfer, and forms of technology transfer; 

Scientific innovation and providers of scientific innovation (MES); 

5) Initiation of procedures for the transition from a partner country to an associated country; 

in the EU Framework Program Horizon 2020 (MES); 

6) Drafting and approval of the Smart Cities Guide (MEE); 

7) Direct financial support for innovative projects (Innovation Centres, start-ups, students in 

support of dual education; innovative projects for academic staff and individuals) (MEE); 

8) Investments in innovation centres within Public Universities or high schools (MEE). 

   

b. Activities planned for 2022: 
1) Establishment of support schemes for researchers for application in the HorizonEU 

program (MES); 
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2) Drafting and approval of the concept document for mapping research, science and 

innovation systems (MES); 

3) Building a Current Research Information System (CRIS) (MES); 

4) Direct financial support for innovative projects (Innovation Centres, start-ups, students in 

support of dual education; innovative projects for academic staff and individuals) (MEE); 

5) Preparation of 3 pilot projects for components assigned to Smart Cities (MEE). 

 

c. Activities planned for 2023: 

1) Drafting legislation for the establishment of the National Fund for Science, Innovation and 

Excellence (MES); 

2) Completing the Current Research Information System (CRIS) (MES); 

3) Investments for supply of technology equipment and laboratories upon request for 

Innovation Centres, Cluster, Centres of Excellence, NGOs (MEE); 

4) Direct financial support for innovative projects (Innovation Centres, start-ups, students in 

support of dual education; innovative projects for academic staff and individuals) (MEE); 

5) Preparation of 3 pilot projects for components assigned to Smart Cities (MEE).  

 

Outcome indicators: 

Achieving these indicators is in line with indicator 9.5.1 Research and development expenditure as a proportion 

of GDP, under SDG 9 (Industry, Innovation and Infrastructure); and SDG 17 - Indicator 17.8.1 (Partnerships for 

Goals) 

Expected impact on competitiveness: Greater support from businesses, science and NGOs in 

the field of research, development and innovation will increase competitiveness. Government 

direct financial investments in the field of innovation have proven to be key factors in economic 

growth and competitiveness.   

 

Estimated cost of the activities and the source of financing: The total value for the 

implementation of this measure for three years is estimated to be about 5,900,000 EURO, all 

financed from Kosovo Budget. For 2021 from the budget of Kosovo the cost for the 

implementation of the activity of this measure is 1,406,000EUR. 1,000,000 EURO will be from 

the category "Subsidies and transfers" to support the management of the system for innovative 

projects, while in 2022, the estimated cost will be 2,329,000EUR, where 2,100,000 EURO are 

used for direct financial support for the innovative project (Post-Covid Planning). While in 

2023 the cost for implementing this measure is 2,129,000 with similar distribution as in 2022. 

 

Expected impact on social outcomes, such as employment, reduction of poverty, gender 

equality: This measure will increase employment and self-employment, opening of new 

businesses with priority on supporting women's projects and businesses, increasing 

competitiveness, export and increasing the performance of local businesses. Intensifying 

cooperation between science, the private sector, the public sector and civil society will result 

in improving the ecosystem in innovation. 

 

Expected impact in the environment: Innovative projects and ideas will enable 

environmental protection, energy efficiency.  

 

Indicator:  Baseline year 2020 Intermediate target 2021 Target  

Functionalization of the National 

Science Council  

2020 

/ 

2021 

YES 

2022 

/ 

Direct financial support for 

innovative projects 

2020 

20% 

2021 

70% 

2022 

70% 
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Potential risks: 

Risk  Probability  Planned mitigating action 

Non-functioning of the 

National Science Council 

Low Proposal for adoption in the Assembly of the members of the 

National Science Council and Adoption of the planned budget. 

Worsening situation with 

the Covid-19 

Medium Support from other funds 

 

Reform measure #12: Extension of relevant ICT networks and infrastructure services for 

socio-economic development  

The measure is a continuation from the ERP 2020-2022 and aims at expanding access to and 

use of ICT through the expansion of broadband infrastructure in uncovered areas, supporting 

for the extension of 5G mobile infrastructure, creating conditions for research and development 

in ICT, strengthening human capital, supporting digital businesses, and digitizing other 

businesses. Through the Kosovo Digital Economy Program - KODE, the creation of 400 new 

jobs in IT software businesses is planned and ICT training for 2000 people is planned, which 

could potentially be considered new jobs (of employed or self-employed). The development of 

human resources for the digital economy and support for digital businesses will be done 

through the IPA 2017 project that aims to increase the competitiveness of the ICT sector in 

Kosovo. The Draft Law on Electronic Identification and Reliable Services for Electronic 

Transactions (transposed by eIDAS Regulation) has been approved. IPA 2019 project for 

digitalization of businesses through ICT aims to increase the efficiency and productivity of the 

private sector through the use of ICT, create the right and safer ecosystem for e-business and 

e-commerce enabling the improvement of electronic services for citizens and business. This 

measure meets SDG 9 (Industry, Innovation and Infrastructure) as well as SDG 17 

(Partnerships for the Goals), by targeting indicators of broadband access and ICT skills in 

youth. In addition, this measure is in line with the NDS, Kosovo Digital Agenda 2013-2020, 

Kosovo IT Strategy, NPISAA and MTEF. We have started the establishment of the Centre of 

Digital Excellence (CED) in the Innovation and Training Park in Prizren, which will serve for 

the development of ICT innovation with a focus initially on studies, research and development 

in the field of ICT (QED is equipped with four Industrial 3D Printers and a 3D Scanner).   

 

a. Activities planned for 2021: 
1) Drafting and approval of the Strategy for the future digital agenda of Kosovo (MEE); 

2) Support for 5G mobile infrastructure extension (MEE); 

3) Establishment of a Fixed Station for frequency monitoring and a national network for 

research and education (NREN) (MEE); 

4) Development of trainings for 500 young people and their connection with online job 

opportunities - Youth Online and Upward Program - YOU (MEE); 

5) Initiation of digitalization of traditional businesses (in the sector of tourism, agriculture and 

wood and metal processing) through the use of ICT (MEE); 

6) Ongoing development of the Centre of Digital Excellence (supply of equipment and 

operation of QED, 5G piloting) (MEE); 

7) Establishment of ICT monitoring system based on DESI system (Digital Economy and 

Society Index) (MEE).  

 

b. Activities planned for 2022: 

1) Supporting the extension of 5G mobile infrastructure (MEE); 

2) Development of trainings for 1000 young people and their connection with online job 

opportunities - Youth Online and Upward Program - YOU (MEE); 
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3) Application of the concept ‘Smart Villages’ in remote areas (MEE); 

4) Full functioning of the Centre of Digital Excellence (MEE); 

5) Development of the digital corridor Prishtina - Tirana based on 5G technology (MEE); 

6) Establishment of Laboratory for 5G, IoT, Cybersecurity and Smart Village at ITP Prizren 

(MEE); 

7) Establishment of an education centre - STEM in the field of ICT in CDE (MEE). 

 

c. Activities planned for 2023: 

1) Development of trainings for 500 young people and linking them with online job 

opportunities – (Youth Online and Upward Program – YOU) (MEE); 

2) Application of the ‘Smart Villages’ concept in remote areas (MEE); 

3) Development of the Prishtina-Tirana digital corridor based on 5G technology (MEE); 

4) Establishment of the Laboratory for 5G, IoT, Cybersecurity and Smart Village, at ITP 

Prizren (MEE); 

5) Introduction of classes for children from primary schools in Prizren in STEM education 

(MEE). 

 

Outcome indicators:  

Achieving this measure meets SDG 9 (Industry, Innovation and Infrastructure) as well as SDG 17 (Partnerships 

for the Goals). 

 

Expected impact on competitiveness: According to the WB, the 10% increase in fixed 

broadband infrastructure penetration will be followed by a 1.21% increase of GDP in 

developed economies and a 1.38% increase of GDP in developing economies. Implementation 

of this measure will facilitate access to international markets, development of new business 

models, enabling work regardless of location and enabling flexible working hours, acceleration 

of procedures and processes and increase of competitiveness, improvement of labour market 

and business environment and growth of the ICT sector as well as increase of revenues in the 

economy. 

 

Estimated cost of the activities and the source of financing: The total cost for the 

implementation of this measure is expected to be around €29.6 million for 2021-2023. Of this 

total, the estimated cost for 2021 is 9,783,365 EUR, of which 1,500,000 EUR are funds from 

the Kosovo Budget, 2,150,000 EUR are IPA funds and 6,133,365 EUR are loans from the 

World Bank (KODE Project). The estimated cost for 2022 is 11,058,565 EUR of which 

3,700,000 EUR will be financed from the Kosovo Budget, 2,050,000 EUR from IPA funds and 

5,308,565 EUR will be loans from the World Bank (KODE Project). Whereas, the estimated 

cost for 2023 is EUR 8,767,087, of which EUR 3,700,000 will be financed from the Central 

Budget, EUR 2,050,000 from IPA funds and EUR 3,017,087 will be loans from the World 

Bank (KODE Project). Whereas, the total cost according to the budget categories is: 

Indicator  Baseline  Intermediate target  Target   

Percentage of population using 3G and 4G mobile services 

 
2019 

72.53 % 
2021 

76 % 
2023 

80 % 

Number of ICT trainees on digital economy 0 2040 3060 

Users based on gender who have had internet access in their 

home or apartment: 

- Men 

- Women  

2019 

 

55.8% 

38.7% 

2021 

 

56.5% 

40% 

2022 

 

57% 

41% 
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13,641,930.00 € for capital expenditures; 8,063,716.00 € subsidies; and € 7,903,371.00 for 

goods and services. 

  

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: This measure will have a positive impact on employment by expanding opportunities 

for digital work, with a special focus on young people, women and people with disabilities. 

According to some surveys, broadband infrastructure has been assessed as a major motivator 

of flexible work in more than ¾ of the surveyed businesses, citing the expansion of broadband 

infrastructure as a factor influencing this.  

 

Expected impact on the environment: The measure is environmentally neutral. 

 

Potential risks: 
Risk Probability  Planned mitigation action 

Eventual delays in the implementation 

of projects with WB and IPA due to the 

pandemic 

Low Detailed review, at an early stage of the activity 

implementation, of the potential ICT workforce 

and existing ICT businesses regarding the 

criteria for eligibility for the activity, using the 

most effective ICT tools for testing and 

evaluating potential candidates 

Limited absorption capacity among 

potential ICT workforce and ICT 

businesses 

Low 

 

4.3.5 Reforms for economic integration 

 

a. Analysis of the main obstacles 

 

State of play: Kosovo has taken substantial steps in liberalizing its economy and external trade, 

and significant progress has been made in aligning trade policies with the rules and regulations 

of the multilateral trade system. Despite all the efforts made to achieve a functioning market 

economy and the ability to withstand competition and market forces, Kosovo has not yet 

managed to ensure the stability of its external accounts, as one of the most obvious and 

alarming facts about Kosovo's economy is the large and ever-increasing trade deficit, 

questioning whether the external financing sources of the current account, which have allowed 

the relative stability of Kosovo's economy, can be sustainable in the future. The total trade 

deficit, in goods and services, was 31% of GDP during 2019. The general trade deficit reflects 

the weak performance of trade in goods, which in 2019 recorded a deficit of 44.5% of GDP, 

with exports representing only 5.4% of GDP, while imports amounted to 50% of GDP. Kosovo 

is significantly weaker than can be expected based on the main drivers of trade potential. In 

contrast to the situation in trade in goods, in the case of trade in services, a surplus equivalent 

to 13.3% of GDP was achieved, mainly explained by the travel account reflecting visits to the 

country from the Kosovo diaspora. The growing deficit of goods is one of the main challenges 

facing Kosovo's economy. The impact of the COVID-19 crisis on Kosovo's trade, in particular 

on the services account, will certainly worsen the situation of Kosovo's external position, where 

the trade deficit of goods and services in the first quarter of 2020 is about 4.6% higher compared 

to the same period last year. Kosovo has limited opportunities to diversify its export basket and 

meet the demand, and of adequate quality to comply with technical standards and regulations 

and sanitary requirements, satisfying consumer tastes.  

According to the January-June 2020 analytical report prepared by MTI/DT, the crisis caused 

by COVID-19 has affected the import and export of goods. Mainly, the sectors that have 

marked a decrease in imports are minerals (petroleum and its derivatives), means of transport, 

metal products, textiles, clothing, etc. Whereas, the highest increase was recorded in the import 
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of products of chemical industry (medicines), food industry, beverages, fats, plants, etc. 

However, it is worth mentioning that during the first half of 2020 we have a significant increase 

in exports of goods belonging to the chemical industry sector, more specifically products such 

as: detergents, soaps, lubricants, etc. The value of their exports has gone from EUR 1.4 million 

in the first half of 2019 to EUR 6.2 million this year. However, on the other hand we have a 

drastic decrease of close to 50% of mineral products (EUR 7.7 million of electricity was 

exported, which is a decrease of EUR 1.8 million only). At the regional level, Kosovo is a 

participant in trade facilitation reforms through CEFTA mechanisms as well as the MAP/REA 

plan. The MAP/REA Action Plan is reflected through activities in measure 14. The trade 

facilitation agenda of the CEFTA countries is linked to the WTO Trade Facilitation Agreement 

and is reflected in the MAP/REA plan. Of particular importance are the areas of technical 

standards and sanitary and phytosanitary measures, infrastructure and conformity assessment 

procedures, inspection-based risk assessment and the information system in the field of SPS. 

In the course of trade facilitation activities, Kosovo has continued to harmonize legislation in 

the field of movement of goods with that of the EU to enable easier access of Kosovar products 

to its market. This harmonization is also an essential requirement of the Stabilization and 

Association Agreement. In this regard, given that the field of construction products is very 

important for Kosovo as the construction sector accounts for approximately 7.8% of Kosovo's 

GDP. 

Structural obstacles: In addition to reducing administrative costs, the level of development of 

quality infrastructure (standardization, accreditation and product certification) is another 

obstacle to exports and import substitution. Reducing technical obstacles to trade is another 

equally important element of trade facilitation. Kosovo has identified logistical and border 

barriers as one of the biggest obstacles to greater circulation of goods between regional partners 

as well as to deeper integration with other countries in the world. Barriers and high cross-border 

trade costs reduce the level of Kosovo's exports and increase the cost of imports, which affects 

most Kosovo producers using imported materials as well as consumers using imported goods.  

 

Reform measure #13: Trade facilitation through reducing the cost of trading transactions 

This measure is expected to reduce the cost of cross-border transactions and time, to improve 

market entry conditions for Kosovo exports to selected (targeted) markets. Also, this measure 

is expected to provide a friendly legal environment for commercial activities in Kosovo. 

Kosovo has already undertaken obligations at regional and global level, through Additional 

Protocol 5 to CEFTA, SAA, FTA with Turkey and the World Customs Organization (WTO). 

Trade facilitation, namely addressing and reducing barriers, is also addressed through the 

National Development Strategy, the Government Program and the National Program for the 

Implementation of the SAA. This measure is repeated from last year’s ERP, because some of 

the activities require a period longer than 1 year to be implemented. Also, some of the activities 

have not been implemented due to the political situation and the situation with the COVID-19 

pandemic. This measure is linked with The European Green Deal point 2: Transforming the 

EU’s economy for sustainable future; sub-point 2.1.3. Mobilising industry for a clean and 

circular economy (Digital technologies are a critical enabler for attaining the sustainability 

goals of the Green deal in many different sectors).  

Also there is a link with SDG, Goal 17: Strengthen the means of implementation and revitalize 

the global partnership for sustainable development (TRADE). 

Moreover, there is a link with document on Common Regional Market which derived from 

Sofia Summit point 1: Regional Trade Area – Cross-cutting trade measures; sub-points: 1.1 

Maintain the Green Corridors/Lanes and streamline BCPs/ CCPs controls (5.  Establish full 

connectivity between SEED+ and electronic queuing management system (eQMS) if put into 

operation, to maximise the benefits of both systems for the economic operators), 1.2 



 

92 

 

Elimination of Non-Tariff Barriers (NTBs) (1. Adopt efficient and effective Dispute Settlement 

Mechanism), and 1.5. Reduction of trade costs and transparency. 

 

a. Activities planned for 2021: 

1) Finalization of the new Trade Policy Document (MTI);  

2) Supplementation/amendment of the Customs and Excise Code (CEC) and AI for 

implementation of CEC (MF-Customs);  

3) Adoption of the new Law on Internal Trade and the Law on External Trade (MTI); 

4) Commencement of the negotiation process for agreements with EFTA countries (MTI);  

5) Approval of the Regulation on the establishment of the Trade Facilitation Enquiry Point by 

the Government (MTI-Customs);  

6) Feasibility study for the NCTS (New Computerized Transit System) project platform 

(Customs-MF);  

7) Ratification of Additional Protocol 5 on Facilitation of Trade to CEFTA;  

8) Finalization of negotiations with CEFTA countries on Additional Protocol 7 on the Trade 

Dispute Settlement;  

 

b. Activities planned for 2022: 

1) Drafting of secondary legislation for the Law on Internal Trade and the Law on External 

Trade (MTI);  

2) Establishment of SEED+ information exchange platform at regional level (Customs);  

3) Ratification of Additional Protocol 7 on the Trade Dispute Settlement to CEFTA;  

 

c. Activities planned for 2023: 

1) Commencement of the negotiation process for membership in WTO (MTI);  

2) Ratification and implementation of the agreement with EFTA countries (MTI);  

 

Result indicators:  

 

Expected impact on competitiveness: According to the World Trade Organization, trade 

facilitation can reduce trade costs by an average of 14.3%. Analyses show that in many 

countries, at the macro level, reducing the trading time by just one day can increase trading 

activity by more than 5%. Trade facilitation reforms in Kosovo are expected to reduce customs 

clearance time on import and export respectively, from 130 minutes currently for import to 100 

minutes by 2023, while from 75 minutes currently for export to 55 minutes.  

 

Estimated cost of the activities and the source of financing: The total cost for 3 years for 

this measure is € 85,000, divided by years: € 48,000 for 2021, € 13,000 for 2022 and € 24,000 

for 2023. Of the total amount, € 78,000 are planned to be financed from the Kosovo budget 

and € 7,000 from IPA funds.  

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: The World Trade Organization and the World Bank 2018 report "Trade and Poverty 

Reduction" emphasizes that the opening of trade has clear and positive impacts on poverty 

Indicator 
Baseline 2019 

Intermediate target 

2021 
Target 2023 

Custom Clearance Time in 

Hours, Unit / Hours 

Import 130 min 110 min 100 min 

Export 75 min 65 min 55 min 

Increase in the percentage of electronic 

customs declarations (paperless concept) 
70% 80% 90% 
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reduction. According to research by the International Trade Centre (ITC), women-owned 

businesses that export employ an average of 42 people, compared to an average of only 8 

people employed by non-women-owned businesses that do not export. Therefore, the 

implementation of these activities aims to bring a positive impact on increasing social welfare 

in Kosovo in the medium term. 

 

Expected impact on the environment: According to the OECD, the economic growth that 

comes from expanding trade can have a direct impact on the environment by increasing 

pollution or degrading natural resources. However, increasing trade on the other hand, by 

supporting economic growth, development and social welfare, can contribute to a greater 

capacity to manage the environment more effectively. Most importantly, open markets can 

improve access to new technologies that make local production processes more efficient by 

reducing the use of inputs such as energy, water and other environmentally harmful substances. 

 

Potential risks: 
Risk  Probability Planned mitigation action 

Delays in adopting legislation High Increasing coordinating cooperation with relevant 

bodies while respecting the hierarchy. 

Political barriers in regard to regional 

representation and membership in 

international organisations 

High Building lobbying platforms for membership in 

international mechanisms and addressing barriers to 

relevant local and international actors.  

 

Reform measure #14: Further development of quality infrastructure and empowerment 

of the role of market surveillance authorities, with a focus on construction products 

The measure aims at further approximation and implementation of EU legislation in order to 

ensure: increased market control, fulfilment of obligations by manufacturers and declaration of 

the performance of products, further advancement of the services provided in the local market 

by the conformity assessment bodies as well as integration into the market of the EU and other 

countries; elimination of technical barriers to trade and effective market surveillance by market 

surveillance authorities. The construction sector is one of the largest contributors to Kosovo's 

GDP (8.9% in 2019) and the contribution of this sector has increased steadily over the years. 

Therefore, construction products that are traded and used in construction works must meet the 

mandatory characteristics according to the relevant harmonized standards on the basis of which 

the performance will be declared. Since during 2020 the horizontal legislative base has been 

supplemented with a certain number of vertical acts for certain groups of construction products 

which will provide support for the manufacturing sector by creating export potential, the plans 

are to achieve this objective by identifying groups of certain construction products, which cover 

the domestic market and which may be competitive for export. This measure is related to the 

NPISAA, the Government Program and indirectly to the NDS in the standardization section 

and it’s also linked with The European Green Deal point 2: Transforming the EU’s economy 

for sustainable future; sub-point 2.1.3. Mobilising industry for a clean and circular economy 

(Energy-intensive industries, such as steel, chemicals and cement, are indispensable to 

Europe’s economy, as they supply several key value chains).  

a. Activities planned for 2021: 

1) Completion of the third phase of technical assistance for two (2) manufacturers of 

construction products as follows, ready-mixed concrete, concrete paving products: blocks, 

slabs and curbs (MTI); 



 

94 

 

2) Drafting of the action plan for the transposition of EU Regulation 2019/1020 on Market 

Surveillance and Compliance of Products and Regulation 2019/515 on the Mutual 

Recognition of Goods (MTI); 

3) Approval of the national plan for fulfilment of the obligations from Articles 34-36 of TFEU 

(Treaty on the Functioning of the European Union), for the part of the technical and non-

technical non-harmonized field of legislation (national provisions) (MTI);   

4) Approval of the concept document on General Product Safety (MTI);   

5) Establishment of the certification body accreditation scheme (EN ISO/IEC 17065) 

including the requirements of technical rules; (KAD/QID - MTI);  

6) Accreditation of three testing/calibration laboratories of KMA (Volume and Flow 

Laboratory, Mass Laboratory and Force and Pressure Laboratory) - (KMA/MTI) 

7) Drafting and approval of the Law on General Product Safety (transposition of Directive 

2001/95/EC);  

 

b. Activities planned for 2022: 

1) Approval of 40 harmonized EU standards, according to the requirements of the Law 

on General Product Safety (KSA-MTI);   

2) Drafting of three Administrative Instructions on construction products such as: plastic 

pipes, concrete pipes, concrete walls (MTI); 

3) Drafting of the concept document on market surveillance and compliance of products 

as well as mutual recognition of goods traded in the EU (MTI);  

4) Accreditation of the Testing/Calibration Laboratory of temperature and relative 

humidity; (KMA). 

 

c. Activities planned for 2023: 

1) Drafting of three (3) Administrative Instructions according to the requirements of the 

Law on General Product Safety (MTI); 

2) Drafting of five (5) Administrative Instructions for 5 groups of construction products. 

(MTI); 

3) Supplementation and amendment of the Law No. 06/L-041 on technical requirements 

for products and conformity assessment (market surveillance section) (MTI); 

4) Preparation of analysis for the merger of "Single Liaison Office" and "Product Contact 

Point" as a National Point (MTI); 

5) Establishment of medical laboratory accreditation scheme (ISO 15189:2012) (KAD); 

 

Result indicators:  

 

Expected impact on competitiveness: The aforementioned activity would enable the 

strengthening of a sustainable regulatory system, which would support domestic producers by 

improving security and quality of construction products, in order to be competitive with 

products bearing the CE mark, and market placement of certified products equivalent to 

European Union products. This would ensure the building of competitive skills of businesses 

by allowing them access to international markets and reducing trade deficit for construction 

products. These activities aim to achieve the level of performance declaration for at least 4 

groups of construction products. Businesses that are more competitive provide for a better 

Indicator Baseline 2019 Intermediate target 2021 Target 2023 

Export of construction products 13.4% 14.5% 16. 0% 

Import of construction products 9.34 % 9.2% 9.1 % 

Trade deficit for construction products 3.87 % 3.69 % 3.63 % 
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environment for employment and the foundations for sustainable growth. According to the data 

of KIESA, in 2019 this agency has supported 4 companies in the certification of construction 

products, and it is expected that another 10-15 construction products will be certified during 

2020. 

 

Expected impacts on social outcomes, such as employment, poverty reduction, and gender 

equality: Further development of the regulatory system on construction products is expected 

to have an even broader impact in the society by encouraging investments in the private sector, 

generating new jobs and inciting businesses to apply standards for increasing security and 

quality of construction products and services to stakeholders. The measure is also expected to 

have an even greater impact on society by encouraging private sector investment, job creation 

and encouraging businesses to implement standards for safety and quality of construction 

products and stakeholder services 

 

Estimated cost of the activities and the source of financing: The total cost for 

implementation of the measure for the next three years (2021-2023) is € 224.000, namely € 

55.000 for the year 2021, € 84.000 for 2022 and € 85,000 for 2023. Out of these funds, € 

181.000 will be provided by the Kosovo budget and € 43.000 from the EU Project (IPA). 

 

Expected impact on the environment: No environmental impact is expected. 

 

Potential risks: 
Risk Probability Planned mitigation action 

1. Delays in approval of legislation and lack of technical-

professional capacities  

Low Building human capacities 

2. Delays in the accreditation and appointment of CAB 

pursuant to the Law on Construction Products  

Low Specific training for CAB staff  

 

4.3.6. Education and skills  

State of play: Following the development of distance learning via online platforms for the last 

school year, the Government of Kosovo has approved the Master Plan for the school year 2020-

2021, which examines all forms and possibilities of organizing learning in the school year 

2020-2021, by presented three different scenarios for organization of teaching in pre-university 

education institutions in Kosovo:  a) organization of teaching in schools; b) combined learning 

(school learning and distance learning); c) online and distance learning. However, with regard 

to data in education, the situation is as follows: the gross enrolment rate for 2019-2020 of 

children in pre-primary education (5 years old) is 93.1% (male 94.7%, female 91.3%), while 

at the preschool level (ages 3-5) is 37.5%. In primary education was 100.9% (male 100.4%, 

female 101.6%), while 90.4% for lower secondary education in the school year 2019/2020 

(male 90.5%, female 90.4%). In higher education we have decreasing level from 86.8% in 

2018-2019 to 82.5% (men 81.6%, women 91.3%). The passing level of the Matura Exam in 

the first term was 67.4%. The test was attended by 25,362 students, out of 26,699 who applied 

for the test, whereby 17,105 passed the test, while in the second term 7516 students 

participated, of which 4907 passed and the pass rate was 65.29%. For 8,257 may undergo the 

Matura Exam in the second term. The number of students and number of academic staff (staff-

student ratio) in public and private HE institutions reported to MES (2019) is 32. The 

percentage of the 25-64 age group in educational attainment was 83.5 in 2018, while 81.0 in 

2017. 
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Public expenditures on education as percentage of GDP for 2019 stood at 4.3%, while as a % 

of the government budget at 12.8%. The average gross (monthly) salary of teachers across all 

pre-university levels is approximately 80% of the average salary in Kosovo and 77% of the 

average salary of the public sector alone. The number of students per teacher in 2019 was about 

14.1; whereas the student-teacher ratio varies based on the education level. At the pre-

primary/kindergarten level there is one teacher for every 9.5 children enrolled; at the level of 

pre-primary education, there are over 20.5 children per teacher; in the level of primary and 

lower secondary education, there are approximately 14.3 students per teacher; in upper 

secondary education there is one teacher for every 15.4 students. At the level of primary and 

lower secondary education, the average class size is 18.8 pupils per class, while for upper 

secondary education the ratio stands at 25 per class. Kosovo in 2018 held the final phase of 

PISA and saw no improvement in the result compared to the test of 2015 (69th out of 72 

countries). Such mismatch between skills and labour market needs remains a major obstacle. 

In terms of VET, about half of upper secondary school students choose one of the 122 profiles 

offered within the 68 vocational schools and Competence Centres. Sector policies need to focus 

on compatibility of the education system in order for this system to respond better to the labour 

market. The dropout rate in obligatory education for the 2018/2019 school year was 0.09% 

(228 students; in 2017/2018 it was 0.07% - 159 students) and percentage of adult education 

attendees in 2018 was 3.5, while for the age group 18-24 ("Early leavers from education and 

training") was 9.6 in 2018 (in 2017 it was 12.2, according to AFP).  There is an increase in the 

percentage of young people under the NEET category in 2018 compared to 2017, from 27.4% 

to 30.1%. In 2019, the unemployment rate among people without education was 49.4 % (male 

63.0%, female 37.0%); 32.0% unemployed among those with primary (male 32.0; female 

32.2%), 25.2% unemployed with vocational education (male 22.3, female 39.4%); high school 

27.0% (male 23.2%, female 37.6%) and 25.1% among those with tertiary education (male 

14.5%, female 30.9%). The Kosovo Accreditation Agency became a member of ENQA in 

2014, but in 2019 its status was reviewed on the grounds that its institutional position does not 

provide complete independence from political interference. KAA is working closely with US 

and European partners to build its capacities, guarantee institutional independence and satisfy 

the criteria for returning to ENQA. 

 

Structural obstacles: Educational achievement in Kosovo is low and this also relates to the 

low inclusion of children in preschool education (main reasons are: lack of physical 

infrastructure, lack of proper funding). With regard to obligatory education, obstacles are 

related to: pupil involvement and education quality, which is evident in marginalized groups; 

according to research, skills development for most relevant professional fields does not meet 

market needs and thereby causes negative effects to development; The Agency for Vocational 

and Adult Education still has a relatively limited number of programs and participation is low; 

limited lifelong learning opportunities due to non-adaptation of VTC profiles to labour market 

needs; limited public budget allocated to education sector; mismatch between education system 

and the labour market needs; non-involvement of students in professional internships remains 

an obstacle in VET, given that the capacity of companies is not sufficient to provide for 

inclusion of all students, and not all schools have equipment to provide internships in school. 

Teachers' professional development based on criteria and standards of the strategic framework 

for TPD, and the linkage of grades with the payment system is lacking. Due to the pandemic 

situation, other obstacles have been identified in education, such as: lack of technological 

equipment, some families' difficult social and economic situation for purchasing technological 

equipment.  
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Reform measure #15: Increasing inclusiveness and quality of education in early 

childhood 

Description of measure: The measure aims to increase children's attendance in early 

childhood education (ECE), including implementation of a comprehensive approach. This is 

intended to be achieved through the drafting and adoption of the new ECE law that  aims to 

increase the inclusion of children in this level of education by regulating its forms of 

organization, adoption of the core curriculum and  review of document  of  standards for early 

childhood development and learning; increasing space for public IP through the construction 

of 18 public preschool institutions, , and other alternative forms of early education, including 

ongoing professional development of managerial and educational staff. The measure is based 

on the National Development Strategy, Kosovo Strategic Education Plan 2017-2021. The 

measure is a continuation of the previous cycle of the Economic Reform Program (ERP), while 

previous activities have been only partially implemented, taking into account the change of 

Government and the COVID-19 pandemic. MES also for this education level has applied the 

organisation of remote learning due to the pandemic situation in the country, whereby MES 

with the help of partners such as UNICEF and Save the Children has launched the first online 

platform "Remote Education - Care, Development and Early Childhood Education for ages 0-

6 years old". This Platform for all children aged 0-6 years has enabled access to early education 

services, that is realization of daily activities at home, where children carry them out with the 

support of parents and educators. The daily educational content is also broadcasted through 

national television-terrestrial network in order to provide access to the daily activities for all 

children without exception. Also, MES in cooperation with UNICEF, Save The Children, and 

the World Bank has organized Online training for all educators working at this level of 

education, as well as there are over 7000 educational packages for children of social category. 

Also, MES in cooperation with UNICEF has organized online training with all educators 

working at this level of education This measure is in line with SDG 4 ‘Ensure inclusive and 

equitable quality education and promote lifelong learning opportunities for all”. 

 

a. Activities planned for 2021  

1)  Approval of the Law on Early Childhood Education (MES); 

2) Finalization of the draft and approval of core curriculum, which contains 7 fields for early 

childhood education, (MES); 

3) Drafting and approval of 7 practical guidelines for the piloting of the core curriculum, 

(MES);  

4) Training of up to 100 educators, during the pilot phase, on the implementation of the core 

curriculum, (MES);  

5) Completion of 6 new preschool institution facilities, and start construction of a new facility 

(MES); 

 

b. Activities planned for 2022 

1) Drafting of all bylaws emerging from the Law on Early Childhood Education (MES); 

2) Piloting of the core curriculum in 10 preschool institutions (MES);  

3) Training of up to 800 educators in a total of 44 public kindergartens working with children 

aged 0-6 years old on the implementation of the new curriculum (MES);  

4) Completion of 11 new preschool institutions facilities (MES); 

 

 

c. Activities planned for 2023  

1) Training of up to 160 educators in 80 private kindergartens (MES);  
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2) Development of programs for early identification of children with special educational needs 

(MES); 

3) Completion of 1 new preschool institutions facility (MES); 

 

Outcome indicators: 

The achievement of these indicators is in accordance with indicator 4.2.2 of the SDG 4 ‘Ensure inclusive and 

equitable quality education and promote lifelong learning opportunities for all”. 

 

Expected impact on competitiveness: This measure improves and increases involvement in 

preschool education. 

   

Estimated cost of the activities and the source of financing: The total cost for the 

implementation of this measure is estimated to be around 10,613,000 Euro.  From this value: 

4,451,000 Euros is estimated to be a cost for 2021, where 2,400,000 will be financed from the 

Kosovo budget that are intended for the construction of preschool institutions, while € 51,000 

is expected to finance activities related to the finalization of the approval of the core curriculum 

and training, as well as the adoption of the law. For 2022, the cost is estimated to be 3,651,000 

Euros, of which 1,600,000 Euros are intended for the construction of preschool institutions, 

while 51,000 Euros are intended for the drafting of AIs stemming from the new law, curriculum 

piloting and training of educators. While for 2023 the cost of implementation is 2,511,000 

Euros, where 1,460,000 are for the construction of preschool institutions, while the amount of 

51,000 Euros for the training of educators in the private sector. While 5,000,000 euros are from 

IPA funds for the construction of 7 facilities of preschool institutions within the period 2021-

2023, of which 2,000,000 in 2021, 2,000,000 in 2022, and 1,000,000 in 2023. 

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: Approval of the Law on ECE and core curriculum for early childhood education, as 

well as the construction of new preschool institutions regulate the development of early 

childhood education system in Kosovo in terms of quality; help increase employment and 

create equal opportunities for employment by creating additional and alternative forms of 

service in early education, which result from the implementation of such activities; while in the 

long-term, early childhood development reduces poverty. 

 

Expected impact on the environment: The measure has no environmental impact. 

 

Potential risk: 
Risk  Probability Planned mitigation action 

Failure to adopt the Law on ECE 

and core curriculum for this level of 

education 

Medium   This measure is closely related to political decisions; 

therefore, mitigating actions are inevitable. The new 

curriculum, due to the frequent change of ministers, has 

not been signed, and the law has been postponed due to 

the change of Government. 

Indicator 

 

Baseline 

2021  

Intermediate target 

2022 

Target 

2023  

Number of trained educators working according to the 

core curriculum 

100 400 800 

Number of children aged 0-6 years in preschool 

institutions as planned with the construction of new 

preschool institutions 

 

20.8% 

 

22.0% 

 

23.2% 

Gross pre-primary enrolment rate (5 years) 

  

(2019)   

92.50% 

 

93.0% 

 

94,5% 
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Failure to functionalize the new 

pre-school education facilities in 

due time because of the pandemics 

Medium   Timely planning of staff and other technical and 

municipal services for the functioning of the 

institution. 

 

Reform measure #16: Implementation of the new curricular framework in vocational 

education and training system 

 

Description of measure: The measure aims to increase vocational education and training’s 

compliance with labour market needs. Implementation of the measure relies on the approval of 

the core curriculum in the field of vocational education and training (VET); revision of the 

VET funding formula; and the commencement of piloting the new curriculum by VET 

institutions. The measure is based on the National Development Strategy (NDS) and the 

Kosovo Education Strategic Plan (KESP). This measure is formulated in response to structural 

obstacles in the field of education and training that are related to the mismatch between the 

education system and labour market needs. For this purpose, the Ministry of Education and 

Science has piloted on-the-job training, and given that the same resulted successful, it has put 

in place necessary infrastructure to apply it as an element of the Dual System. Also, the VET 

Council has been made functional and has a satisfactory level of involvement from businesses, 

in order to match labour market needs with VET.  This measure also is in line with SDG 4 

‘Ensure inclusive and equitable quality education and promote lifelong learning opportunities 

for all”. 

  

a. Activities planned for 2021: 

1) Approval of the Framework Curriculum for the VET system, revision of the curricula and 

drafting of guidelines for the implementation of the core curriculum (MES); 

2) Review of the funding formula for VET by defining the criteria of funding, which is done 

through special education grant (MES); 

3) Drafting and approval of Administrative Instruction on evaluation of VET students, with 

the involvement of employers' representatives (MES); 

4) Piloting the digital platform in the field of ICT (MES/MTI/TAK); 

5) Functionalizing the system for cooperation with business for 10 VET schools (MES). 

6) Linkage with the One-year Master program for in-service teachers provided by the Faculty 

of Education with the targeted faculties (e.g. Mechatronics and Agriculture) to ensure the 

practical placement of VET teachers (MES). 

 

b. Activities planned for 2022:  

1) Training of 1,500 teachers on the implementation of the core curriculum (MES); 

2) Piloting of the new core curriculum (in all VET profiles) in 18 schools for the 11th grade 

(MEST); 

3) Functionalization of digital platform for labour market skills planning in the field of ICT, 

through the expansion of data on ICT business (MES / MTI / TAK); 

4) Opening of the Competence Centre for ICT in Prishtina (MES/Municipality of Prishtina 

and Luxembourg); 

5) Functionalization of the system for cooperation with business, in 10 schools (MES). 

6) Linkage with the One-year Master program for in-service teachers provided by the Faculty 

of Education with the targeted faculties (e.g. Mechatronics and Agriculture) to ensure the 

practical placement of VET teachers (MES). 

 

 

c. Activities planned for 2023:  
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1) Training of 1,500 teachers on the implementation of the core curriculum; 

2) Implementation of the core curriculum for the 11th and 12th grade in VET institutions 

(MES); 

3) Piloting of the new core curriculum (in all VET profiles) (MES);  

4) Functionalization of the system for cooperation with the economy for 20 schools. 

 

Outcome indicators: 

Achievement of these indicators is in general in line with SDG 4 ‘Ensure inclusive and equitable quality education 

and promote lifelong learning opportunities for all”. 

 

Expected impact on competitiveness: Implementation of the new core curriculum in the field 

of VET is expected to increase compatibility between skill development and economy’s needs; 

lowering unemployment rate and increasing employment among students completing their 

education in Vocational Education and Training institutions. 

 

Estimated cost of the activities and the source of financing: The total cost for 

implementation of this measure during 2021-2023 is estimated to be € 3,250,000.  From this 

value, the cost for 2021 is € 1,300,000, out of which € 150,000 will be funded from Kosovo's 

budget and the remaining € 1,300,000 from other grants (ALLED2 Project, GIZ, LUX 

Development). For 2022, the cost is estimated to be € 900,000, out of which € 150,000 are 

expected to be financed from Kosovo's budget and € 750,000, from other grants (ALLED 2 

Project, GIZ, LUX Development). While the estimated cost for 2023 is € 900,000 and 750,000 

to be funded by donor grants.  

   

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: Harmonization of skills and labour market needs and approval of bylaws governing 

this area, will result in skilled workers based on needs of businesses. Thus, employment growth 

is expected, especially among young people. 

Expected impact on the environment: The measure is not expected to have an environmental 

impact. 

 

Potential risks: 
Risk  Probability  Planed mitigation activity  

Failure to agree and implement the 

funding formula for VET 

institutions 

Medium  Agreement between key partners, including 

international partners, to finalize the funding formula 

and develop and implement the AI is necessary. 

Stagnation in the implementation 

of core curricula at national level 

Low Adequate preparation and piloting to avoid delays in 

the implementation of core curricula at national level; 

Equipping workshops in schools with basic 

equipment, and cooperation with businesses for 

professional internships are essential for the full 

implementation of the curricula. 

Indicator 

 

Baseline    

2021  

Intermediate target 

2022 

Target 

2023 

% of vocational education and training institutions 

(VETI) that implement the new core curriculum. 

25% 50% 75% 

% of VETI teachers trained on implementation of the 

core curriculum. 

25% 50% 75% 

% of students in vocational education participating in 

workplace-based learning. 

10% 10% (20%) 30% 
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Inadequate training of teachers to 

implement the new core 

curriculum 

Low  Strengthen of the ToT program with the necessary 

resources to ensure adequate teacher training 

(initially in pilot schools and then at national level). 

 

Reform measure #17: Increase and Quality Assurance in higher education by 

strengthening the KAA and profiling higher education institutions 

Description of measure: The measure follows from last year's ERP and aims to increase the 

quality of higher education by improving legislation and capacity building of mechanisms 

assuring the quality provided by higher education institutions (HEIs). The Draft Law on Higher 

Education has been drafted but has not been approved by the Assembly and the draft law on 

KAA has not yet been approved due to political changes that occurred during 2020 and, as a 

result, the recruitment of officials in the KAA has not been done either. After the exclusion of 

KAA from ENQA, an external evaluation was conducted by the latter, which in September 

2019 announced that it has not approved the membership of KAA in this institution. The KAA 

is currently developing an action plan on this issue and, at the end of 2021, a formal application 

for membership will be made. Also, the administrative instruction for granting scholarships to 

students in deficit areas has not been reviewed yet. The ERASMUS+STAND project 

(Strengthening university autonomy and increasing accountability and transparency of Western 

Balkans University) has been won, which will address the autonomy of HEIs, including the 

funding component. The measure is based on the National Development Strategy (NDS) and 

the Kosovo Education Strategic Plan (KESP). This measure partially tracks SDG 9 ‘Industry, 

Innovation and Infrastructure) through investment in research and science capacities and 

infrastructure’. 

 

a. Activities planned for 2021: 

1) Approval of the Draft Law on the Kosovo Accreditation Agency (MES); 

2) Approval of the Draft Law on Higher Education (MES); 

3) Staffing and strengthening of KAA capacities through the recruitment of 20 new officials 

(KAA/MES); 

4) Establishment of a “competence centre for linking with the industry” in 2 faculties of the 

University of Prishtina (MES); 

5) Establishment of Research Offices and research plans in Public Universities and support 

for access to anti-plagiarism platforms and electronic libraries.  

 

b. Activities planned for 2022:  

1) Full addressing of ENQA recommendations and preparation of the application for 

readmission to ENQA (MES); 

2) Inclusion of 2 other faculties of the University of Prishtina in the network of the 

“competence centre for linking with the industry” (HEI/MES); 

3) Review of the statutes of Public Universities in strengthening their autonomy (MES). 

 

c. Activities planned for 2023:  

1) Preparation of monitoring reports by KAA for all public and private institutions of higher 

education (KAA/MES); 

2) Evaluation for KAA membership by EQUAR (KAA/MES); 

3) Inclusion of 2 other faculties of the University of Prishtina in the network of the 

“competence centre for linking with the industry” (HEI/MES); 

4) Establishment of a Research Platform in Kosovo for researchers and scientific publications 

(MES); 

5) Drafting of transparency regulations for academic staff in Public Universities. 
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Outcome indicators  

Achievement of these indicators is in line with SDG 9 ‘Industry, Innovation and Infrastructure) through investment 

in research and science capacities and infrastructure’. 

 

Expected impact on competitiveness: Capacity building and ensuring the autonomy of the 

Kosovo Accreditation Agency is expected to install the implementation of European quality 

assurance practices in the field of higher education. Meanwhile, the support from the MES in 

the process of reviewing programs in the field of higher education in line with market demands 

is expected to address the gap between skills in need and staff currently produced by the higher 

education system. The expected impact on competitiveness is expected by: lowering the 

unemployment rate and improving the competitiveness of the private sector based on the 

creation of relevant skills by the education sector. 

 

Estimated cost of the activities and the source of financing: The total cost for the 

implementation of this measure during the years 2021-2023 from the category of salaries as 

well as the category of goods and services is estimated to be 1,020,252.00 €. The total value 

for 2021 is € 355,313.00. From this amount will be financed from the budget of Kosovo 

315,313.00 €, while from donors will be financed 40,000.00 €. For 2022 the total value is € 

325,313.00, of which € 295,313.00 will be financed from the Kosovo budget, while € 30,000.00 

is expected to be financed by donors. The total value for 2023 is 339,626.00 Euros, of this 

amount will be financed from the Kosovo budget 300,313.00 €, while from donors 39,313.00 

€. 

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: The measure aims to improve the quality of higher education. Currently, there is a 

significant gap between HEI programs and labour market needs. Also, the quality of higher 

education programs is not sufficiently ensured through rigorous monitoring by relevant 

institutions. Full implementation of the measure ensures deepening of the reform in higher 

education by improving the quality standards of higher education programs and increasing 

compliance with the needs of the labour market and the economy. Thus, the impact is expected 

to be significant especially in terms of employment growth and employability, given that skills 

mismatch with the labour market has been identified as a key factor in maintaining structural 

unemployment. Educational attainment is a key factor in finding a job. Furthermore, given the 

demographic structure in Kosovo, the reform is expected to particularly affect the education of 

young people amongst whom unemployment is at an alarming rate of over 55% for the 15-24 

age group.  

 

Expected impact on the environment: The measure is neutral in environmental impact.  

Potential risks: 
Risk Probability Planned mitigation action 

1. Failure to approve priority laws in the 

field of higher education (especially the 

Law on Higher Education and the Law 

on KAA).  

Medium MES to finalize the Law on KAA and submit it to the 

Assembly. 

Indicator 

 

Baseline 

year   2021 

Intermediate target 

2022 

Target 2022 

 

Number of HEIs monitored by KAA 8 10 18 

Number of higher education programs revised 

in line with the labour market 

 

0 

 

2 

 

4 
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2. Non-implementation of quality 

standards in the field of higher education 

High Adoption of the Law on KAA and staffing of KAA 

for the full and effective exercise of responsibilities. 

3. Resistance from HEIs regarding the 

readjustment of higher education 

programs in accordance with the 

demands of the economy 

High  Completion of appropriate analyses to identify 

higher education profiles which are deficient or 

which need to be readjusted. Establishment of 

institutional channels of dialogue and cooperation 

with HEIs regarding the steps for a gradual 

improvement of the compliance of programs in 

higher education with the demands of the labour 

market.  

 

4.3.7 Employment and labour market 

State of play: Labour force participation in the labour market in Kosovo remains low. The 

short- and medium-term impact of COVID-19 has increased job vulnerability and risks 

deepening socio-economic divisions. The already very high unemployment rate even before 

COVID-19 is likely to rise further under the effect of the current economic and health crisis. 

According to the Kosovo Agency of Statistics (KAS), of the population of 1.79 million in 2019, 

over two-thirds, or 1.2 million Kosovars, are considered to be of working age, of whom 

approximately 605,000 are men and 601,000 are women. Only 40.5% of working-age Kosovars 

were economically active in 2019, 78% of the workforce consists of men and 22% of women, 

while 59.5% of the working-age population in 2019 was economically inactive. Inactivity in 

the labour market has a pronounced gender character: 40.3% of economically inactive persons 

are men, while 80.50% are women. The inactivity rate has increased from 59.1% in 2018 to 

59.5% in 2019.  

The unemployment rate has decreased from 29.6% in 2018 to 25.7% in 2019. However, the 

decrease in the unemployment rate is related to the removal of the labour force from the 

informal market as a result of measures under the Emergency Fiscal Package for businesses to 

reduce the impact of COVID-19 rather than the job creation. This also gives an indication of 

the accuracy of the data on the number of employed and unemployed that our country has at 

its disposal. In 2019, compared to the previous year of the Labour Force Survey (LFS) of 2018 

in Kosovo, there is an increase in the employment rate by 1.3%, as this increase was 0.9% for 

men and 1.6% for women. Large gender differences lie in the labour market. 21.1% of women 

of working age were active in the labour market in 2019 (18.4% in 2018), compared to 59.7% 

of men (63.3% in 2018). Unemployment is higher for women than for men (34.3% for women, 

22.6% for men in 2019). In 2019, 53% of women were employed in the education, trade and 

healthcare sectors, while 46.3% of men were employed in the construction, manufacturing and 

trade sectors. 

The unemployment rate among young people aged 15-24 has decreased from 55.4% in 2018 

to 49.4% in 2019. About 37.4% of young people aged 15-19 were long-term unemployed (12 

months). Based on the LFS of 2019, 34.7% of the unemployed were young people (aged 15-

24) with a 7.2 points difference between men and women. A significant part of the young 

population is unemployed (49.4%) and the unemployment rate among female youth is higher 

(60.3%) compared to male youth (44.1%). According to LFS, about 67% of the registered 

unemployed are considered long-term unemployed, while the percentage of young people in 

the NEET category has increased from 30.1% in 2018 to 32.7% in 2019 (34.2% among young 

women and 31.4% in young men). 

The mismatch of skills with the needs of the labour market remains a major obstacle. On the 

employer side, among about 50% of firms report that general education does not adequately 

prepare students for the workplace - either in terms of up-to-date knowledge or soft skills 

(World Bank, 2019). A lack of basic business skills has been cited as a significant obstacle to 

private sector development. According to the STEP survey, 75% of companies have 
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encountered difficulties in hiring managers, professionals and technicians. However, there is 

co-operation between business representatives, the Ministry of Education and the Employment 

Agency in identifying new professions for the development of standards, curricula and learning 

packages. This cooperation is done through the Council for Education and Vocational Training 

and the National Qualifications Authority. Every year, labour market analyses are performed 

which define the most demanded professions in the labour market. In consultation with 

business representatives and MEST representatives, the development of the profession 

standard begins and based on this, curricula are drafted, where curricula are drafted in 

cooperation with expert groups in the respective fields. This process goes through the bodies 

set up by institutions for verification and validation. 

On the other hand, public funding for active labour market programs amounts to only about 

EUR 2 million per year, or 0.03% of GDP, compared to an OECD average of 0.42%. 

Informal/undeclared employment remains a challenge for Kosovo. According to LFS, in 

2019, 13.4% of employees did not have an employment contract, while employed youth (15 to 

24 years old), the percentage of those working without a contract was 20.4%. The highest rate 

of informal work was found in the Time Use Survey, supported by the Millennium Challenge 

Corporation (MCC), conducted in 2017. According to this survey, in 2017, 40.8% of workers 

did not have an employment contract, significantly higher than the rate reported by LFS. The 

main factor of this difference may be related to the larger number of agricultural workers and 

unpaid family members identified by the MCC survey. In 2018, the Kosovo Chamber of 

Commerce (KCC) study on identifying barriers to Doing Business surveyed 437 enterprises 

and found that half of the surveyed enterprises stated that companies do not report all 

employees. Most studies have found that the leading sectors with the highest informal labour 

rate are the construction and agriculture sectors. Existing data show that men, young people, 

low-educated workers and those living in rural areas are more likely to work without a contract.  

The pandemic has had a negative impact on the labour market in Kosovo. KAS has not 

yet published LFS for the first quarter of 2020 to see the impact of the pandemic on key labour 

market indicators in Kosovo. The data of the Employment Agency speak for an increase in the 

number of jobseekers registered in the Employment Offices (EO), an increase that has come 

due to the measures of the emergency package where one of the criteria to benefit from the 

measures has been the registration as unemployed and jobseekers with the EO. Thus, the 

number of registered jobseekers by June 2020 is 185,442, with 83,613 of them being women 

and 101,829 men. While during 2020, the number of new jobseekers registered in the EO is 

75,939 of which 35,246 women, while 40,693 men. This represents a significant increase in 

labour force participation but has come as a result of benefiting from emergency package 

measures. While, the mediations in regular employment due to the pandemic have been low, 

in which case, 897 people, of which 366 women and 531 men, were mediated in regular 

employment in the period January - June. The sector most affected by the pandemic in terms 

of employment is the wholesale and retail trade sector, with the number of employees in this 

sector from 80 thousand at the beginning of the pandemic to 43 thousand. Overall, as a result 

of Covid-19, both genders, women and men have faced economic hardship as a result of job 

losses. However, the magnitude of the impact of the pandemic on the labour market will be 

seen after the pandemic ends because now many employers are keeping workers on hold.  

Workers' rights are mainly determined by the Law on Labour. Legislation governing labour 

relations is considered non-obstructive to the freedom of employers with regard to the dismissal 

of workers. However, the law allows workers to be represented through unions, which can 

protest and strike without fear of retribution from employers. Improving the working conditions 

of workers is a constant demand of trade unions. In times of pandemics, problems are 

highlighted in the legal regulation of "Work from Home", as this issue is not regulated by the 
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applicable Labour Law. Regarding the Social Dialogue, at the tripartite level, in the context of 

the pandemic, the topic of discussion in the Economic and Social Council was the increase of 

the minimum wage and the benefit from the Economic Recovery Package, as well as the 

adoption of the Labour Law. Migration is a serious challenge, Kosovo lost 15.4% of its 

population in the period 2007-2018. Figures show that the number of immigrants has decreased 

compared to previous years26.Improving the working conditions of workers is a constant 

demand of trade unions. In times of pandemics, problems are highlighted in the legal regulation 

of "Work from Home", as this issue is not regulated by the applicable Law on Labour. 

Regarding the Social Dialogue, at the tripartite level, in the context of the pandemic, the topic 

of discussion in the Economic and Social Council was the increase of the minimum wage and 

the benefit from the Economic Recovery Package, as well as the adoption of the Law on 

Labour. 

Key structural barriers: Mismatch of skills with the needs of the labour market represents a 

major barrier. Another barrier is informal employment, since it reduces productivity from lack 

of protection of workers' rights, causes loss of budget revenues and strengthens the advantages 

of companies operating in the informal sector. Another challenge is public employment 

services. Insufficient budget in expanding and increasing the quality of employment services 

and vocational training in the labour market. The public budget for active labour market 

measures is low given that the number of unemployed registered with the Employment Offices 

is very large. Another obstacle is the age of counsellors in the Employment Offices, where the 

average age is over 55 years, the recruitment of new staff and the limitations of the number of 

staff with the Budget Law of 2020. The public budget for training and employment programs 

is low and only 20% of companies rely on such services to identify qualified staff. The limited 

connection of jobseekers with the private sector increases long-term unemployment, while the 

fragility of institutions such as the Labour Inspectorate does not sufficiently sanction the 

informal sector, escalating informal employment without proper social protection and reducing 

the tax base. In Kosovo, there is mobility at work; however, external migration and brain drain, 

especially of educated staff, poses a serious challenge to consolidating the labour market. 

 

Reform measure #18: Improving and enhancing public employment and vocational 

training services, increasing employability of long-term unemployed, young people, 

women and other vulnerable groups. 

The measure aims at increasing employability and developing skills for the long-term 

unemployed, young people, women and other vulnerable groups registered in employment 

offices as well as at preparing them for the labour market. The measure consists mainly of 

improving public employment and vocational training services by reviewing employment 

policies with the aim of increasing the effectiveness of active labour market measures and 

piloting the subcontracting of vocational training programs through private providers and 

opening new profiles in line with labour market demands. The design of the measure was 

carried out in the context of the situation with the Covid-19 pandemic. This measure is in line 

with SDG 8 "Promoting sustainable, inclusive growth and full, productive employment and 

decent work for all". The measure is based on several strategic documents, such as the 

Government Program, the National Development Strategy, the MLSW Sector Strategy and the 

Youth Employment Action Plan. The measure is formulated in response to structural barriers 

related to the fragility and limited capacity of public employment services and labour skills 

                                                 
26The number of immigration decreased to 5,832 persons in 2017, compared to 18,862 in 2015, while the number of emigration 

decreased to 11,263 persons in 2017, compared to 74,434 persons in 2015.During 2017, 5,283 temporary residence permits 

were issued, 54.2% of which were for work. During 2017, 23,386 people received residence permits in EU countries, of 

which 6,635 were for "paid activities" and 547 for "education". 
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not matching market demands. The measure continues from the previous cycle during which 

about 3,000 unemployed people were supported with active employment measures, while 

internal trainings were developed to increase the capacity of the staff of the Employment 

Agency, including the development of the module for counselling and career guidance. 

Although the ratio of employment counsellors to the number of unemployed remains in a high 

disproportion where the unemployment rate with staff is 2000 unemployed to 1 counsellor. 

Progress has been made on connectivity-accreditation and re-validation of profiles, standards 

and learning packages while some of the training profiles from VTCs still remain incompatible 

with the needs of the labour market since there is no developed standard of the profession. The 

feasibility of the activities planned for the coming years depends directly on the 

epidemiological situation with the COVID-19 virus. This measure is within the scope of SDG 

8 (Decent work and economic growth), through its gender-based focus on unemployment, in 

addition to governmental spending in youth and other employment schemes. 

 

a. Activities planned for 2021  
1) Drafting and approval of the new cycle of Employment Policy 2021 - 2024 (MLSW);  

2) Drafting and approval of the Law on Labour (MLSW); 

3) Expansion of employment and vocational training services with new services (career 

guidance, recognition of prior learning and opening of new profiles in VTC based on labour 

market demands) for clients of Employment Offices and Vocational Training Centres 

(EARK/MLSW); 

4) Implementation of ALMMs from the emergency package for the post COVID-19 period 

for at least 3,000 long-term unemployed, with focus on vulnerable groups such as young 

people, women, people with disabilities; 

5) Review and development of 5 Curricula, teaching packages based on the standards of a 

profession, publication of textbooks for 5 Qualifications and validation of 5 vocational 

training profiles (EARK/MLSW);  

6) Development of one (1) study for tracing beneficiaries of employment services 

(EARK/MLSW); 

7) Support of at least 5 youth projects in the field of ICT and training of at least 100 young 

people in the same field (MCYS); 

8) Implementation of the feasibility study for the Youth Guarantee Scheme. 

 

b. Activities planned for 2022  
1) Drafting and approval of the new Law on EARK (EARK/MLSW); 

2) Carrying out ex post assessment of the Law on provision of services for the unemployed, 

jobseekers and employers (EARK/MLSW); 

3) Drafting and approval of bylaws in the field of employment (EARK/MLSW); 

4) Revision and development of 5 Curricula, teaching packages based on the occupational 

standards, publication of textbooks for 5 Qualifications and validation 5 vocational training 

profiles (EARK/ MLSW); 

5) Subcontracting of at least two (2) deficit vocational training profiles for private providers 

(EARK/MLSW); 

6) Full functionalization of the SIMP module for monitoring of ALMM beneficiaries 

(EARK/MLSW) and increase of job advertisements through the SIMP platform for all 

economic sectors (EARK/MLSW); 

7) Support of at least 5 youth projects per year in the field of ICT and training of at least 100 

young people in this field (MCYS). 

 

c. Activities planned for 2023  
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1) Implementation of ALMMs for at least 4,000 long-term unemployed, focusing on 

vulnerable groups such as youth, women, people with disabilities (EARK/MLSW); 

2) Identification of professional skills for the future through labour market research 

(EARK/MLSW); 

3) Revision and development of 7 Curricula, teaching packages based on the occupational 

standards, publication of textbooks for 7 Qualifications and validation/revalidation of 7 

vocational training profiles (EARK/MLSW); 

4) Subcontracting of at least two (2) deficit vocational training profiles to private providers 

(EARK/MLSW); 

5) Support of at least 5 youth projects per year in the field of ICT and training of at least 100 

young people in this field (MCYS). 

 

Outcome indicators: 
Indicators: Baseline 2019 Target 2021 Target 2023 

% of young people who benefit from participation in active 

labour market measures out of the total number of ALMMs 

offered per calendar year. 

33% 34% 36% 

% of women who benefit from participation in active labour 

market measures out of the total number of ALMMs offered 

per calendar year. 

37% 39% 41% 

% of Youth in NEET in the population aged 15 - 24. 32.7% 31.7% 30.7% 

 

The % of youth in NEET in the population aged 15-24 is also and SDG indicator under the SDG 8 "Promoting 

sustainable, inclusive growth and full, productive employment and decent work for all". 

 

Expected impact on competitiveness: Strengthening the capacity of public employment 

services and vocational training is expected to have positive effects on increasing 

competitiveness by improving the quality of jobseekers' skills. In the medium and long term, 

the measure is expected to increase competitiveness by improving the trade balance. 

Estimated cost of activities and source of funding: The total cost of implementing this 

measure is estimated at € 30,330,000 per three years. About € 29,130,000 will be funded from 

the Kosovo budget while € 1,200,000 from donors (ALLED, GIZ, DVV, EYE, Lux 

Development). 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: The measure aims to improve the efficiency of public employment services based 

on capacity building according to the institutional review process and better targeting of 

ALMMs for the unemployed specifically to women and youth. The measure also aims to build 

skills in deficit profiles by starting to implement the model of subcontracting vocational 

training programs to private providers. As a whole, the measure is expected to reduce the high 

percentage of NEETs among young people aged 15-24. The measure also aims to increase 

affirmative action targeting people from rural areas, aiming to reduce social inequalities. 

 

Expected impact on the environment: The measure will be neutral to environment. 

 

Potential risks: 

Risk  Probability Planned mitigation action 

The applicability of ALMMs planned 

for the coming years depends on the 

High. Measures taken by the Government to 

overcome the obstacles arising from the 
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epidemiological situation with the 

COVID-19 virus. 

epidemiological situation with the COVID-

19 virus. 

Retirement of staff in EARK and 

timely recruitment of new staff. 

Medium. Replacement of EARK staff with ALMM 

beneficiaries funded by donors. 

 

4.3.8 Social inclusion, poverty reduction and equal opportunities 

 

State of play: Strengthening the healthcare system of Kosovo is an opportunity to improve the 

health of the population of Kosovo. Better and fairer access to social protection will reduce 

poverty and inequality. Kosovo's healthcare system needs to make significant investments in 

infrastructure and equipment and must continue to advance towards ensuring universal access. 

At the same time, coverage, benefit levels and modelling of social assistance need to be 

improved to ensure social equality and cohesion. However, as long as the goal is to be a state 

that is capable and willing to fulfil its duties and obligations to its citizens, there are still 

significant obstacles related to poverty reduction, inequality reduction and the provision of 

equal opportunities through social inclusion of groups of vulnerable citizens. Regarding the 

current developments aiming at combating the impact of the COVID-19 pandemic, the 

Government of the Republic of Kosovo has approved the Emergency Fiscal Package which 

includes 15 measures, while the Ministry of Finance has approved the Operational Plan for 

Emergency Fiscal Package. In the framework of this plan, three (3) of them have included the 

support to some social categories and families living in a difficult social situation; double 

payment of the value of the social scheme for all beneficiaries of social schemes for three 

months, March-May 2020, additional payment in the amount of thirty (30 €) euros per month 

for all beneficiaries of social and pension schemes who receive a monthly payment in the 

amount of one hundred (100 €) euros for three months, April-June 2020, payment of monthly 

assistance in the amount of one hundred thirty (130 €) euros for citizens with severe social 

conditions registered as unemployed in the competent institution, who are not beneficiaries of 

any monthly income for the three months April-June 2020. In the framework of financial 

support for projects and initiatives aimed at strengthening the role of women in society and the 

economy - Economic Recovery 2020 Program, 115 kindergartens and pre-school institutions 

in the private sector have received direct support. 

However, poverty remains one of the most significant problems in Kosovo. The results of the 

2017 Household Budget Survey (HBS) show that 18% of Kosovo's population lives below the 

poverty line with less than EUR 1.82 per day, and 5.1% of the population lives below the 

extreme poverty line with less than 1.32 EUR per day27. According to KAS, the depth of 

poverty has decreased from 2012 to 2013, increased in 2014 and decreased again in 2015. 

Poverty rate is higher in rural areas while extreme poverty is higher in urban areas. In 2017, 

the distribution of the poor by residential areas was 64.8% of the poor living in rural areas, and 

35.2% in urban areas. 

The households affected the most by poverty are those whose main source of income is social 

assistance, pensions and contract work. HBS data for 2017 compared to 2016 show that there 

is no change in the percentage of households where the main source of income is social 

assistance and pensions. Thus, in terms of source of income, social assistance is a source for 

3% of surveyed households, while for 12% of households the source of income is pension. 

Absolute poverty is similar among men (17.2%) and women (18.0%) but is higher for single 

women provider in family (23.7%). Poverty is closely linked to social exclusion. About 42% 

of poor households face shortages of public social services compared to 36% of households 

with a higher economic level. 

                                                 
27World Bank/KAS “Consumption Poverty in the Republic of Kosovo”. 
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Public spending on social protection including pensions and the social assistance scheme 

increased from 3.6% of GDP in 2009 to 6.1% in 2016. As part of total public spending, social 

protection spending increased from 12.7% in 2009 to 21.7% in 2016. The high level of poverty 

increases the costs of the welfare system and engages financial and human capital for the 

functioning of social protection schemes. Likewise, an inefficient health system has a negative 

impact on economic growth prospects, as high spending creates unnecessary burdens on the 

state budget. According to KAS data28, 24,767 households with a total of 100,995 members 

have benefited from the social assistance scheme. The number of citizens and families in need 

of social protection, health care and social services remains high. The maintenance and 

improvement of the social protection and health care system, the synchronization of social 

support policies, the improvement of the legal framework and the building of human and 

institutional capacities remain a challenge for the provision of services which are adequate and 

based on the needs of the citizens. 

Kosovo does not currently provide universal health insurance. Payment from the family budget 

for health services is high. It is estimated that almost 1/3 of the population does not have easy 

access to health care, or has limited access, due to lack of paying capacity or low paying 

capacity. It is estimated that 18% of the population does not seek services even in case of 

illness, due to economic reasons. Kosovo has a poorly funded public health system. Based on 

the COFOG expenditure classification, total health spending reached 2.8% of GDP in 2015, 

while in 2016 it decreased to 1.6% of GDP, which is low compared to the EU average of 7.2% 

and represents only 40% of the total annual needs for public healthcare (European Commission, 

2018). 

The analysis of data on the causes of death during 2006-2011 has shown that malignant diseases 

represent the second leading cause of mortality and have marked an upward trend.29 Health 

statistics show that the new cases reported for malignant and benign diseases in 2018 are 2,475. 

Out of these cases, 1,365 are over 60 years old. HBS for 2017 shows that household spending 

on health, especially in urban areas, have increased in 2017 compared to 2016. During 2019, 

important steps were taken towards the supplementation of the legal framework and further 

functionalization of the Health Insurance Fund, finalizing the Administrative Instruction as 

well determining the criteria for exemption from contribution payment, co-payments and other 

payments for health insurance for citizens according to the poverty test, as one of the most 

important steps towards applying the health insurance scheme. Despite this, the process of 

starting the collection of health premiums remains an on-going challenge. The COVID- 19 

pandemic was and continues to be an extremely difficult challenge for health in Kosovo, taking 

into account the fact that households during this phase are affected in every aspect of life. 

Major structural obstacles and problems: Inadequacy of the social assistance scheme with 

low coverage for only one third of the households in the lower quintile as well as the low level 

of benefit. Bylaws and regulations are often in contradiction with one another, introducing 

conflicting provisions. There is a lack of inclusive social policies that lead to overlap of 

individual treatments by different schemes. Social protection offers permanent benefits to some 

social categories, discouraging employment. Low access to health services and inability of 

families to meet the costs of these services on a family budget. 

The complete lack of a social security system based on the contributions of employees and 

employers as well as the lack of a basic and systemic (unique) law that regulates and manages 

pensions and social security benefits for all categories continues to affect financial instability 

and insufficiency of pension incomes; the pressure of urgent requests from interest groups for 

inclusion in social protection schemes continues; creates difficulties in exercising the right to 

                                                 
28KAS- Social Welfare Statistics, Q2 2019. 
29Analysis of the health condition of the population, December 2013. 
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pensions from abroad. The process of starting the collection of health premiums remains an 

on-going challenge because the number of citizens and families in need of social protection, 

health care and other services of this nature remains high. Incomplete coverage with drugs for 

those affected by COVID-19 was and remains an additional burden for the citizens of the 

country. 

 

Reform Measure #19: Improvement of social and health services and empowerment of 

marginalized groups 

Social protection, poverty reduction and the inclusion of marginalized groups in the socio-

economic life of the country remain priorities of the Government. The measure is related to the 

continuation of previous policies and programs aimed at ensuring the welfare of citizens, by 

expanding and increasing the quality of protection schemes, social services and health services. 

It is closely related to the Government Program 2020-2023, the MLSW Sector Strategy 2018-

2022, the Action Plan 2018-2022, the Health Sector Strategy 2017-2021, the 2015 Law No. 

05/020 on Gender Equality, Articles 5 and 6, the Strategy 2017-2021 for Rome and Ashkali 

and NPISAA. On the other hand, dealing with the COVID-19 pandemic has helped the 

identification of a number of problems and challenges that exist in the provision of necessary 

and essential services to citizens and continues to be an extremely difficult challenge for 

Kosovo's health and social protection, given the fact that households during this phase are also 

affected in every segment of life. 

The measure aims at advancing social services, increasing the coverage of families living in 

poverty from the social assistance scheme, reforming the pension system to fulfil the rights in 

pension and disability insurance for all citizens, ensuring the inclusion of persons with 

disabilities in benefits and services, increasing the quality of social and family services, 

increasing the number of individuals employed in social enterprises, maintaining and 

advancing health and ensuring sustainable health financing through the functioning of the 

Health Insurance Fund. The proposed activities are related to the drafting of documents and the 

improvement of the legal framework in the field of social services, social assistance, 

strengthening of the financing mechanisms and decentralization of social services, creation of 

a Special Grant for Social Services, reform of the Social Assistance Scheme, support to the 

non-governmental sector licensed for social services, support to the registered social 

enterprises, pension reform through legislative changes, improvement of the legal framework 

in the field of health and commencement of the implementation of health insurance. This 

measure is in line with SDG 3 (Health and Wellbeing) and SDG 1 (No Poverty), with regards 

to universal health care coverage and social protection schemes. 

 

a) Activities planned for 2021: 

1) Drafting and approval of the Law on Social and Family Services and the Law on Social 

Assistance Scheme and bylaws (MLSW); 

2) Approval of the Law on Local Government Finance and drafting of the Administrative 

Instruction on the formula of financing for social and family services (Special Grant for 

social services) (MLSW); 

3) Drafting of the primary and secondary legislation for the regulation and management of the 

field of pensions and benefits as well as for the treatment of disability (MLSW); 

4) Support to the licensed non-governmental sector (50 NGOs) and registered social 

enterprises (30 enterprises), with grants and subsidies for the provision of social services 

and employment of vulnerable groups (MLSW); 

5) Signing of (3) Bilateral and Multilateral Social Security Agreements with EU countries 

(MLSW); 
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6) Piloting of the Poverty Test, for social categories, based on the Operational Manual 

(MLSW); 

7) Increase of infrastructural and professional capacities in the field of prevention, testing, 

treatment and inspection to fight COVID-19 (MoH); 

8) Amendment and approval of the Law on Health Insurance, drafting of the secondary 

legislation for determining the criteria for exemption from payment of contribution (MoH). 

 

b) Activities planned for 2022: 

1) Implementation of new legislation on social services, special grant for social services, 

Poverty Test and reform of the social assistance scheme; 

2) Establishment of an integrated information system, social register and digitalization of data 

for social and pension schemes (MLSW); 

3) Supporting the licensed non-governmental sector (60) NGOs and registered social 

enterprises (40), with grants and subsidies for the provision of social services and 

employment of vulnerable groups (MLSW); 

4) Preparation of health institutions for contracting services with the Fund and full functioning 

of the Health Insurance Fund (MoH); 

5) Establishment of the Social Insurance Fund and construction of the physical infrastructure 

for services of the Social Insurance Fund (MLSW); 

6) Initiate collection of the health insurance contributions (MoH). 

c) Activities planned for 2023: 

1) Support to the licensed non-governmental sector (70 NGOs) and registered social 

enterprises (50 enterprises), with grants and subsidies for the provision of social services 

and employment of vulnerable groups (MLSW); 

2) Collection of health contributions (MoH) and contracting of health services from the basic 

package with health institutions. 

3) Collection of social security contributions and implementing pension reform (MLSW). 

 

Outcome indicators: 

Achievement of these indicators are in general in line with SDG 3 (Health and Wellbeing) and SDG 1 (No 

Poverty), with regards to universal health care coverage and social protection schemes. 

 

Expected impact on competitiveness: Improving social services will help reduce the costs of 

exercising these rights for beneficiaries. One of the conditions for increasing competitiveness 

and economic growth is the establishment and functioning of a system that can ensure the right 

to adequate and accessible social protection for its citizens. Also, through the functioning of 

the Health Insurance Fund, great social results are expected, especially for the categories based 

on the beneficiary scheme. 

 

Estimated cost of the activities and the source of financing: The total cost for the 

implementation of this measure during the years 2021-2023 is estimated to be around € 

Indicator   Baseline 2019  Target 2021 Target 2023  

Increasing the coverage of families living in poverty 

by social assistance schemes. 50% 60% 80% 

Increasing support and funding for the provision of 

social services through the licensed non-

governmental sector and social enterprises with 

particular focus on vulnerable groups and gender 

equality. 

50 80 120 

Collecting health insurance contributions. 0 0 60% 
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165,100,000. Of this value for 2021 the total is € 25,100,000, € 21,500,000 from the Kosovo 

budget, while € 3,600,000 with the support from donors. For 2022, the total is € 55,000,000, € 

53,000,000 from the Kosovo budget, while donor support is € 2,000,000 (EU funds); while for 

2023 the total is € 85,000,000 with funding of € 81,000,000 from the Kosovo budget, while 

donors € 2,000,000 (EU funds). 

 

Expected impacts on social outcomes, such as employment, poverty reduction, gender 

equality: Access to social services for a large number of beneficiaries as a result of improving 

the social assistance scheme and increasing the quality of social services, creating jobs as a 

result of employment in social enterprises, will have an impact on the socio-economic situation 

of some citizens. Additionally, the Health Insurance Fund will have an impact on social 

categories based on the beneficiary scheme. 

 

Expected impact on the environment: This measure is neutral to the impact on the 

environment. 

 

Potential risks: 
Risk  Probability Planned mitigation action 

Delays in adopting the primary and 

secondary legal framework. 

Low The laws have been technically drafted and the 

consensus of the MLSW technical staff has 

been obtained. The law has also been foreseen 

in the sector strategy. 

Failure to timely establish the health 

information system and collection of 

contributions (as a consequence of the 

duration of the COVID-19 pandemic). 

Medium Full institutional and technical support in the 

implementation of the Law on Health 

Insurance. 

 

5. COSTS AND FUNDING OF STRUCTURAL REFORMS  

The reforms identified in the previous section entail existing and new policies of the 

Government in order to address key obstacles to growth, competitiveness and job creation. The 

total estimated cost of the 19 priority reform measures referred to in Chapter 4 of the 2021-

2023 ERP is estimated to be 519,663,482 EUR (including direct budget expenditure, loans, 

IPA funds and others). These reforms are expected to be funded through Kosovo budget 

including KEDS and the private sector, but also external funding from financial institutions, 

grants and technical assistance from development partners.  

The total direct budgetary impact arising from the implementation of 19 envisaged structural 

reforms amounts to 170,695,304 EUR for the period 2021-2023. The expected capital 

investments from the private sector and KEDS, mainly related to the implementation of 

structural Measure #1:  Reducing Energy Consumption through Energy Efficiency Measures 

and Reform Measure #2: Increasing diversity of energy sources, is expected to be 376,917,563 

EUR. 

A total of 72,361,247 EUR is expected to be support from donors during 2021-2023. The 

support is focused in enhancing further new reforms initiatives. A significant amount of grants 

from development partners such as WB, MCC and the EU will be provided to implement 

energy efficiency measure under Measure #1:  Reducing Energy Consumption through Energy 

Efficiency Measures. The rest of donor support is mainly focused in supporting different 

legislative initiatives in a form of technical assistance. An additional 28,257,000 EUR is 

expected as a support from IPA Funds.  
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A significant number of activities related to energy efficiency measures, improvement of 

irrigation, inspection and extension of broadband network, are expected to be financed through 

Loans. The total impact of Loans for 2021-2023, that are already approved and are part of the 

2021 Budget, are at 9,185,854 EUR 

 

Figure 20 Budgetary implication of structural reforms 2021-2023, by financing sources 

Year Central 

Budget 

IPA Funds Other 

grants 

Loans To be determined 

(KEDS and 

private sector) 

Total 

2021 50,538,626  -  - 16,283,667  19,368,645 7,697,954  

2022 46,233,078  3,000,000  - 6,036,667  14,159,230 1,387,900  

2023 73,923,600  3,000,000  - 5,936,667  1,390,518 100,000  

TOTAL  170,695,304  6,000,000  - 28,257,000  34,918,393 9,185,854  

 

6. INSTITUTIONAL ISSUES AND STAKEHOLDER INVOLVEMENT 

This chapter presents the process of preparing and approval the Economic Reform Program 

2021-2023, and consulting various stakeholders during the process of preparing this program 

as part of the dialogue on economic governance between the EU and the Republic of Kosovo. 

According to the Governments Decision, the Minister of Finance has been appointed as 

National Coordinator for the ERP, whose work is supported by the Office of Strategic Planning 

of the Office of the Prime Minister; Department of Economic and Public Policy and 

International Financial Cooperation at the Ministry of Finance; and the coordinators of relevant 

fields within the line ministries: Ministry of Finance, Ministry of Economy and Environment, 

Ministry of Trade and Industry, Ministry of Agriculture, Forestry and Rural Development, 

Ministry of Education, Science, Ministry of Labor and Social Welfare, Ministry of Justice, 

Ministry of Health, Ministry of Infrastructure, and other supporting bodies. 

 

Based on the instructions of the National Coordinator, on 20 February 2020, a high-level 

meeting was held with the European Commission in order to assess the document of the 

Program for Economic Reform (PRE) 2020-2022 drafted by the Institutions of the Government 

of Kosovo. 

 

Central to the assessment mission agenda was the discussion of Economic Governance between 

the EU and Kosovo (Key message on the importance of the PRE Process) and Policy 

Recommendations (macroeconomic situation, financial sector, energy, informal economy, 

employment and education). Also, part of the agenda of the European Commission evaluation 

mission were the parallel meetings where the policy recommendations from the Joint 

Conclusions of the Dialogue between the EU and the Western Balkans (Kosovo) were 

discussed. 

According to the work calendar, the Office for Strategic Planning has developed the following 

activities:  

 Preparation of first proposals for structural reform priorities based on the criteria of the 

European Commission Guideline and relevant instructions.  

 Review of the proposed measures in terms of the quality of presentation of objectives, 

activities, indicators, indicative cost and impact of the measure. 
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 On 04 November 2020, the first draft of the structural reform chapter was sent to the 

European Commission.  

 On 16 November, a virtual meeting was held with the European Commission, the 

Minister of Finance and the coordinators of the Economic Reform Program to evaluate 

the proposed measures.  

 On 17 November, a virtual meeting was held with the European Commission and the 

Line Ministries on the challenges in the field of increasing the level of activity and 

employment, improving the education system, formality in the economy and increasing 

the competitiveness of the private sector, and using renewable potentials and energy 

saving and full opening of the energy market.  

 On November 19-20, a virtual meeting was held with the Center of Excellence in 

Finance (CEF) and Line Ministries on the cost of structural reforms of the PRE for the 

period 2021-2023. 

 The ERP 2021-2023 draft was sent for public consultation on the government platform 

from 02.12.2020 to 24.12.2020  

(https://konsultimet.rks-gov.net/viewConsult.php?ConsultationID=41006). 

A summary of results of the public consultation will be presented in the Annex provided 

for this document. 
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ANNEX 1: TABLES OF THE ECONOMIC REFORM PROGRAM 

Table 1a:  Macroeconomic prospects               

Percentages unless otherwise indicated 

ESA 

Code 2019 

2019 2020 2021 2022 2023 

    

Level  

(mn 

EUR) 

  

1. Real GDP at market prices  B1*g 7,058.300 4.9 -6.7 5.2 4.1 4.2 

2. Current GDP at market prices B1*g 7,103.700 5.6 -6.2 7.1 5.3 5.6 

Components of real GDP 

3. Private consumption expenditure P3 5,776.200 0.3 -0.3 1.4 3.3 2.7 

4. Government consumption 

expenditure P3 1,033.400 9.6 1.3 1.5 3.1 2.5 

5. Gross fixed capital formation P51 2,016.800 6.8 

-

19.2 16.0 8.9 7.3 

6. Changes in inventories and net 

acquisition of valuables (% of GDP) P52+P53 94.900 0.3 

-

19.6 15.5 8.5 6.9 

7. Exports of goods and services P6 2,083.000 17.2 

-

16.8 14.5 5.7 5.7 

8. Imports of goods and services P7 3,946.000 5.6 -7.2 7.2 5.8 3.9 

Contribution to real GDP growth 

9. Final domestic demand   8,826.4 3.5 -5.6 5.3 5.6 4.7 

10. Change in inventories and net 

acquisition of valuables  P52+P53 94.9 0.0 -0.3 0.2 0.1 0.1 

11. External balance of goods/services  B11 -1,863.0 1.4 -0.9 -0.3 -1.6 -0.6 

 

 

 

Table 1b:  Price developments             

Percentage changes, annual averages    2019 2020 2021 2022 2023 

1. GDP deflator %, yoy 0.6 0.5 1.8 1.1 1.3 

2. Private consumption deflator %, yoy 1.4 0.2 2.0 1.0 1.1 

3. HICP %, yoy 2.7 0.2 1.8 1.0 1.0 

4. National CPI change %, yoy 2.7 0.2 1.8 1.0 1.0 

5. Public consumption deflator %, yoy -1.0 1.0 1.2 0.8 2.0 

6. Investment deflator %, yoy 1.1 -2.5 1.7 1.6 1.7 

7. Export price deflator (goods & 

services) 
%, yoy -0.6 -1.9 2.4 1.5 1.5 

8. Import price deflator (goods & 

services) 
%, yoy 0.9 -2.4 2.2 1.3 1.4 

 

 

 
Table 1c:  Labour markets 

developments 

              

  ESA 2019 2019 2020 20

21 

2022 2023 
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  Cod

e 

Level   

1. Population (thousands)            

1,796.4  

1,796 1,796 1,8

09 

1,81

4 

1,81

8 

2. Population (growth rate in %)            

1,796.4  

0.2 0.0 0.8 0.3 0.2 

3. Working-age population (persons)[1]             

1,206.8  

1,206.8 1,220.4 : : : 

4. Participation rate                  

40.5  

40.5 37.3 : : : 

5. Employment, persons [2]                

363.2  

363.2 339.4 : : : 

6. Employment, hours worked[3]        

770,272.6  

770,273 604,91

2 

: : : 

7. Employment (growth rate in %)                   

5.2  

5.2 -6.5 : : : 

8. Public sector employment (persons)                 

88.1  

88.07 88.07   : : 

9. Public sector employment (growth in 

%) 

                  

2.8  

2.8 -8.0   : : 

10. Unemployment rate [4]                   25.6 25.5   : : 

11. Labour productivity, persons[5]    19,434 -0.3 -0.2   : : 

12. Labour productivity, hours 

worked[6]  

      

770,272.6  

7.0 -26.7     : 

13. Compensation of employees D1 2,079 10.8   : : : 

 
Table 1d:  Sectoral balances              

Percentages of GDP 
ESA 

code 
2019 2020 2021 2022 2023 

1. Net lending/borrowing vis-à-vis the rest of 

the world 
B.9 -5.7 -5.1 -6.9 -6.7 -5.5 

of which:              

- Balance of goods and services   -26.9 -28.7 -27.6 -28.2 -27.6 

- Balance of primary incomes and transfers    21.3 23.5 20.9 21.6 22.2 

- Capital account   -0.1 0.1 -0.2 -0.1 -0.1 

2. Net lending/borrowing of the private sector  

B.9/ 

EDP 

B.9 

-2.8 2.7 1.1 -1.7 -1.3 

3. Net lending/borrowing of general 

government  
  -2.9 -7.8 -7.9 -5.0 -4.2 

4. Statistical discrepancy    0.0 0.0 0.0 0.0 0.0 

 
 

Table 1e:  GDP, investment and gross value 

added             

  

ESA 

Cod

e 

2019 2020 2021 2022 2023 

GDP and investment 

GDP level at current market prices (in domestic 

currency) B1g 

      

7,103.

7  

      

6,661.

5  

      

7,132.

6  

      

7,508.

4  

      

7,927.

6  

Investment ratio (% of GDP)   28.7 24.1 26.5 27.9 28.8 

Growth of Gross Value Added, percentage changes at constant prices 

file:///C:/Users/esida.bujupi/Desktop/ERP%202021-%202023/Materialet%20per%20ne%20WEB/alketa_ENG_ERP%20Annex%20tables%202021.xlsx%23RANGE!B21
file:///C:/Users/esida.bujupi/Desktop/ERP%202021-%202023/Materialet%20per%20ne%20WEB/alketa_ENG_ERP%20Annex%20tables%202021.xlsx%23RANGE!B22
file:///C:/Users/esida.bujupi/Desktop/ERP%202021-%202023/Materialet%20per%20ne%20WEB/alketa_ENG_ERP%20Annex%20tables%202021.xlsx%23RANGE!B23
file:///C:/Users/esida.bujupi/Desktop/ERP%202021-%202023/Materialet%20per%20ne%20WEB/alketa_ENG_ERP%20Annex%20tables%202021.xlsx%23RANGE!B24
file:///C:/Users/esida.bujupi/Desktop/ERP%202021-%202023/Materialet%20per%20ne%20WEB/alketa_ENG_ERP%20Annex%20tables%202021.xlsx%23RANGE!B25
file:///C:/Users/esida.bujupi/Desktop/ERP%202021-%202023/Materialet%20per%20ne%20WEB/alketa_ENG_ERP%20Annex%20tables%202021.xlsx%23RANGE!B26
file:///C:/Users/esida.bujupi/Desktop/ERP%202021-%202023/Materialet%20per%20ne%20WEB/alketa_ENG_ERP%20Annex%20tables%202021.xlsx%23RANGE!B26
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1. Agriculture    8.0 -5.2 2.6 4.1 5.2 

2. Industry (excluding construction)   5.2 8.3 -2.1 4.1 5.2 

3. Construction   3.0 -23.5 23.1 4.1 5.2 

4. Services   4.8 -4.3 4.2 4.1 5.2 

 

 

 

Table 1f:  External sector developments             

Million Euro unless otherwise indicated   2019 2020 2021 2022 2023 

1. Current account balance (% of GDP) % of GDP -5.6 -4.5 -6.3 -6.1 -4.7 

2. Export of goods mn EUR 393.2 442.8 453.6 502.9 557.5 

3. Import of goods  mn EUR 3,233 3,016 3,289 3,516 3,677 

4. Trade balance mn EUR -2,840 -2,573 -2,836 -3,013 -

3,120 

5. Export of services mn EUR 1,675 1,245 1,524 1,620 1,721 

6. Import of services mn EUR 749 599 678 732 790 

7. Service balance mn EUR 926 646 846 888 930 

8. Net interest payments from abroad mn EUR : : : : : 

9. Other net factor income from abroad mn EUR : : : : : 

10. Current transfers mn EUR 1,515 1,624 1,540 1,671 1,820 

11. Of which from EU mn EUR : : : : : 

12. Current account balance mn EUR -399.4 -302.9 -449.3 -455.1 -

369.2 

13. Foreign direct investment mn EUR -188.4 -214.0 -222.0 -230.0 -

239.0 

14. Foreign reserves mn EUR 95.2 -144.0 -24.0 91.0 91.0 

15. Foreign debt mn EUR 2,200.7 2,381.1 : : : 

16. Of which: public mn EUR 499.0 497.4 : : : 

17. O/w: foreign currency denominated mn EUR : : : : : 

18.O/w: repayments due  mn EUR : : : : : 

19. Exchange rate vis-à-vis EUR (end -year) NCU/EUR 1.0 1.0 1.0 1.0 1.0 

20. Exchange rate vis-à-vis EUR (annual 

average) 

%, year-on-
year 

0.0 0.0 0.0 0.0 0.0 

21. Net foreign saving(lines 21-25; 

percentages of GDP) 

% of GDP 23.1 19.5 20.2 21.9 24.2 

22. Domestic private saving % of GDP 18.2 21.2 18.4 17.1 18.5 

23. Domestic private investment  % of GDP 21.2 18.7 17.9 18.9 19.8 

24. Domestic public saving  % of GDP 4.9 -1.7 1.8 4.8 5.6 

25. Domestic public investment  % of GDP 7.5 5.4 8.6 9.0 9.1 

 

 

Table 1g: Sustainability indicators                

  Dimension 2015 2016 2017 2018 2019 2020 

1. Current Account Balance  % of GDP -8.6 -7.9 -5.4 -7.6 -5.6 -5.2 

2. Net International Investment 

Position 

% of GDP 
-0.7 -1.3 -1.6 -6.1 -5.8 -10.7 

3. Export market shares %, yoy : : : : : : 
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4. Real Effective Exchange Rate 

[1] 

%, yoy 
-1.8 -0.1 0.3 -0.3 2.3 0.1 

5. Nominal Unit Labour Costs %, yoy -12.1 9.0 5.0 -3.5 4.5 : 

6. Private sector credit flow % of GDP : : : : : : 

7. Private sector debt % of GDP : : : : : : 

8. General Government Debt % of GDP 12.9 14.0 15.5 16.3 16.9 22.5 

 

 

 

Table 2a:  General government budgetary prospects               

    2019 2019 2020 2021 2022 2023 

  
ESA 

code 
Level  % of GDP 

Net lending (B9) by sub-sectors 

1. General government  S13 -207.9 -2.9 -7.8 -7.9 -5.0 -4.2 

2. Central government S1311 : : : : : : 

3. State government S1312 : : : : : : 

4. Local government S1313 : : : : : : 

5. Social security funds S1314 : : : : : : 

General government (S13) 

6. Total revenue TR 1,885.5 26.5 25.7 26.5 26.7 26.5 

7. Total expenditure[1] TE 2,093.4 29.5 33.5 34.4 31.7 30.7 

8. Net borrowing/lending EDP.B9 -207.9 -2.9 -7.8 -7.9 -5.0 -4.2 

9. Interest expenditure EDP.D41  23.4 0.3 0.4 0.5 0.7 0.8 

10. Primary balance[2]   -184.5 -2.6 -7.4 -7.4 -4.3 -3.5 

11. One-off and other temporary measures [3]   : : : : : : 

Components of revenues 

12. Total taxes  (12 = 12a+12b+12c)   1,707.6 24.0 23.1 22.0 23.1 24.0 

12a. Taxes on production and imports D2 1,415.3 19.9 19.1 17.8 18.9 19.7 

12b. Current taxes on income and wealth D5 292.3 4.1 4.0 4.3 4.2 4.3 

12c. Capital taxes D91 : : : : : : 

13. Social contributions D61 : : : : : : 

14. Property income D4 : : : : : : 

15. Other (15 = 16-(12+13+14)) [4]   177.9 2.5 2.6 4.4 3.5 2.5 

16 = 6. Total revenue  TR 1,885.5 26.5 25.8 26.5 26.7 26.5 

p.m.: Tax burden (D2+D5+D61+D91-D995) [5] 
  1,707.6 24.0 23.1 22.0 23.1 24.0 
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Selected components of expenditures 

17. Collective consumption P32 911.5 12.8 14.4 14.1 13.2 12.5 

18. Total social transfers 
D62 + 

D63 
627.3 8.8 13.1 10.6 8.7 8.3 

18a. Social transfers in kind 
P31 = 

D63 
: : : : : : 

18b. Social transfers other than in kind D62 627.3 8.8 13.1 10.6 8.7 8.3 

19 = 9. Interest expenditure  
EDP.D41 

+ FISIM 
23.4 0.3 0.4 0.5 0.7 0.8 

20. Subsidies D3 : : : : : : 

21. Gross fixed capital formation P51 531.2 7.5 5.7 8.8 9.1 9.1 

22. Other (22 = 23-(17+18+19+20+21) [6]   0.0 : : 0.5 0.1 0.1 

23. Total expenditures  TE [1] 2,093.4 29.5 33.5 34.4 31.7 30.7 

p.m.  compensation of public sector employees D1 616.0 8.7 9.9 9.0 8.5 8.1 

 

Table 2b:  General government budgetary 

prospects 
              

  

  
ESA 

code 

2019 2020 2021 2022 2023 

    

Net lending (B9) by sub-sectors 

1. General government    S13 -208 -520 -566 -375 -337 

2. Central government   S1311 : : : : : 

3. State government   S1312 : : : : : 

4. Local government   S1313 : : : : : 

5. Social security funds   S1314 : : : : : 

General government (S13) 

6. Total revenue   TR 
1,88

5 

1,71

4 

1,88

8 

2,00

2 

2,09

8 

7. Total expenditure[1]   TE 
2,09

3 

2,23

4 

2,45

4 

2,37

7 

2,43

5 

8. Net borrowing/lending   EDP.B9 -208 -520 -566 -375 -337 

9. Interest expenditure   

EDP.D4

1 incl. 

FISIM 

23 28 39 49 61 

10. Primary balance[2]     -185 -493 -528 -326 -276 

11. One-off and other temporary measures [3]     : : : : : 

Components of revenues 

12. Total taxes  (12 = 12a+12b+12c)     
1,70

8 

1,54

0 

1,57

3 

1,73

8 

1,90

0 
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12a. Taxes on production and imports   D2 
1,41

5 

1,27

5 

1,26

9 

1,41

9 

1,56

3 

12b. Current taxes on income and wealth   D5 292 266 304 319 337 

12c. Capital taxes   D91 : : : : : 

13. Social contributions   D61 : : : : : 

14. Property income   D4 : : : : : 

15. Other (15 = 16-(12+13+14)) [4]     178 176 315 264 197 

16 = 6. Total revenue    TR 
1,88

5 

1,71

6 

1,88

8 

2,00

2 

2,09

8 

p.m.: Tax burden (D2+D5+D61+D91-D995) [5] 
    

1,70

8 

1,54

0 

1,57

3 

1,73

8 

1,90

0 

Selected components of expenditures 

17. Collective consumption   P32 911 956 1004 988 992 

18. Total social transfers   
D62 + 

D63 
627 870 753 654 659 

18a. Social transfers in kind   
P31 = 

D63 
: : : : : 

18b. Social transfers other than in kind   D62 627 870 753 654 659 

19 = 9. Interest expenditure    

EDP.D4

1 + 

FISIM 

23 28 39 49 61 

20. Subsidies   D3 : : : : : 

21. Gross fixed capital formation   P51 531 380 626 680 719 

22. Other (22 = 23-(17+18+19+20+21) [6]     0 0 33 6 5 

23. Total expenditures    TE [1] 2093 2234 2454 2377 2435 

p.m.  compensation of public sector employees   D1 616 661 640 642 645 

 

 

 

Table 3: General government expenditure by function             

Percentage of GDP 
COFOG 

Code 
2019 2020 2021 2022 2023 

1. General public services 1 4.7 4.9 : : : 

2. Defence 2 0.7 0.8 : : : 

3. Public order and safety 3 2.8 3.0 : : : 

4. Economic affairs 4 5.7 5.1 : : : 

5. Environmental protection 5 0.3 0.2 : : : 

6. Housing and community amenities 6 0.6 0.4 : : : 

7. Health 7 3.1 3.4 : : : 

8. Recreation, culture and religion 8 0.9 0.6 : : : 

9. Education 9 4.5 4.3 : : : 

10. Social protection 10 6.9 8.3 : : : 

11. Total expenditure (item 7 = 23 in Table 2) TE 29.5 33.5 34.4 31.7 30.7 
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Table 4:  General government debt developments             

Percentage of GDP 
ESA 

code 
2019 2020 2021 2022 2023 

  1. Gross debt [1]   16.9 22.4 28.3 31.7 34.5 

  2. Change in gross debt ratio   16.9 5.5 5.8 3.5 2.8 

Contributions to change in gross debt 

  3. Primary balance [2]   2.6 7.4 7.4 4.3 3.5 

  4. Interest expenditure  [3]   0.3 0.4 0.5 0.7 0.8 

  5. Stock-flow adjustment   14.0 -2.3 -2.1 -1.5 -1.5 

of which:             

   - Differences between cash and accruals [4]   : : : : : 

  - Net accumulation of financial assets [5]   : : : : : 

of which:             

   - Privatisation proceeds   : : : : : 

   - Valuation effects and other [6]   : : : : : 

   p.m. implicit interest rate on debt [7]   2.1 2.3 2.6 2.4 2.6 

Other relevant variables 

  6. Liquid financial assets [8]   : : : : : 

  7. Net financial debt (7 = 1 - 6)   : : : : : 

 

Table 5: Cyclical developments             

% of GDP 

ESA 

Code 2019 2020 2021 2022 2023 

1.  Real GDP growth (%) B1g 4.9 -6.7 5.2 4.1 4.2 

2.  Net lending of general government  EDP.B.9 -2.9 -7.8 -7.9 -5.0 -4.2 

3.  Interest expenditure EDP.D.41 
0.3 0.4 0.5 0.7 0.8 

4. One-off and other temporary 

measures [1]   

: : : : : 

5. Potential GDP growth (%, yoy)   4.4 0.1 1.2 3.3 3.5 

Contributions:             

- labour   0.2 0.5 -1.2 0.5 0.5 

- capital   1.6 1.6 0.8 1.2 1.4 

- total factor productivity   2.6 -2.0 1.6 1.6 1.6 

   6. Output gap   0.5 -6.4 -2.7 -1.9 -1.2 

   7. Cyclical budgetary component   0.0 -2.4 -1.4 -1.1 -0.9 

   8. Cyclically-adjusted balance (2-7)   -2.9 -5.4 -6.5 -3.9 -3.3 

   9. Cyclically-adjusted primary balance 

(8-3)   -2.6 -5.0 -6.0 -3.2 -2.6 

   10. Structural balance (8-4)   : : : : : 

 

 

Table 6:  Divergence from previous programme         

  2019 2020 2021 2022 2023 

1. GDP growth (% points) 

Previous  4.0 4.4 4.5 4.5 : 

Current 4.9 -6.7 5.2 4.1 4.2 
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Difference  0.9 -11.1 0.7 -0.4 : 

2. General government net lending  (% of GDP) 

Previous  -2.9 -5.6 -5.3 -3.0 : 

Current -2.9 -7.8 -7.9 -5.0 -4.2 

Difference  0.0 -2.2 -2.6 -2.0 : 

3. General government gross debt (% of GDP) 

Previous  16.9 18.2 19.3 20.0 : 

Current 16.9 22.4 28.3 31.7 34.5 

Difference  0.0 4.2 9.0 11.7 : 

 

 

 

Table 7a: General government guarantees     

% of GDP 2020 2021 

Public guarantees  0.5 0.4 

Of which: linked to the financial sector 0.4 0.3 

Other contigent liabilities     

 

 

Table 8:  Basic assumptions on the external economic environment 

[1] 
          

  Dimension 

201

9 

202

0 

202

1 

202

2 

202

3 

   Short-term interest rate 

Annual 

average 

-

0.39 -0.4 -0.5 -0.6 : 

   Long-term interest rate 

Annual 

average 0.7 -0.5 -0.5 -0.5 : 

   USD/EUR exchange rate  

Annual 

average 1.11 1.14 1.18 1.18 : 

   Nominal effective exchange rate 

Annual 

average -1.2 3.9 2.7 0 : 

   Exchange rate vis-à-vis the EUR 

Annual 

average 1 1 1 1 : 

   Global GDP growth, excluding EU 

Annual 

average 2.9 -3.8 4.7 3.7 : 

   EU GDP growth 

Annual 

average 1.5 -7.4 4.1 3 : 

   Growth of relevant foreign markets 

Annual 

average : : : : : 

   World import volumes, excluding EU 

Annual 

average -0.5 

-

10.3 6.3 4.1 : 

   Oil prices (Brent, USD/barrel) 

Annual 

average 64.1 42.6 44.6 46.4 : 

 

 

 

 

Table 9: Comparison with the previous programme 

Document  Description 
2018 

actual 

2019 

proj. 

2020 

Proj. 

2021 

proj. 

2022 

proj. 

2023 

proj. 

ERP 2020 
Total revenues 1,757 1,949 2,047 2,124 2,239 n/a 

Tax- Revenues  1,564 1,731 1,810 1,888 1,995 n/a 
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Non-tax Revenues  193 208 226 225 234 n/a 

Total expenditures 1,956 2,378 2,467 2,544 2,616 n/a 

Recurrent spending 1,404 1,561 1,643 1,682 1,727 n/a 

Capital expenditure 533 789 793 825 846 n/a 

Overall budget balance -199 -429 -419 -420 -376 n/a 

Budget balance (as per fiscal rule) -87 -145 -154 -157 -163 n/a 

GDP 6,726 7,123 7,521 7,939 8,363 n/a 

Overall deficit, as % of GDP -3.0% -6.0% -5.6% -5.3% -4.5% n/a 

Bank balance, as % of GDP 4.5% 4.8% 4.5% 3.1% 2.2% n/a 

Capital Expenditure, as % of GDP 7.9% 11.1% 10.5% 10.4% 10.1% n/a 

Recurrent expenditure, as % of GDP 20.9% 21.9% 21.8% 21.2% 20.7% n/a 

Document  Description 
2018 

actual 

2019 

actual 

2020 

Rev. 

Budget 

2021 

proj. 

2022 

proj. 

2023 

proj. 

ERP 2021 

Total revenues 1,757 1,888 1,789 1,888 2,002 2,097.80 

Tax Revenues  1,564 1,662 1,565 1,678 1,767 1,849.70 

Non-tax Revenues  193 215 189 200 225 237.6 

Total expenditures 1,956 2,093 2,620 2,454 2,376 2,434.70 

Recurrent spending 1,404 1,539 1,861 1,790 1,648 1,655.20 

 Capital expenditures 533 531 730 626 679 718.5 

Overall budget balance -199 -205 -832 -566 -375 -336.9 

Budget balance (as per fiscal rule) -87 -28 -451 -337 -180 -141.7 

GDP 6,658 7,058 6,961 7,160 7,508 7,927.50 

Overall deficit as % e GDP -3.0% -2.9% -12.0% -7.9% -5.0% -4.25% 

Bank balance as % of GDP 4.6% 5.0% 3.1% 3.2% 3.0% 3.2% 

Capital Expenditure, as % of GDP 8.0% 7.5% 10.5% 8.7% 9.0% 9.06% 

Recurrent expenditure, as % of GDP 21.1% 21.8% 26.7% 25.0% 21.9% 20.88% 

Difference 

between 

ERP 2021 

and ERP 

2020 

Total revenues 0.0% -3.1% -12.6% -11.1% -10.6% n/a 

Tax Revenues  0.0% -4.0% -13.5% -11.1% -11.5% n/a 

Non-tax Revenues  -0.1% 3.2% -16.4% -11.2% -3.8% n/a 

Total expenditures 0.0% -12.0% 6.2% -3.5% -9.2% n/a 

Recurrent spending 0.0% -1.4% 13.2% 6.4% -4.6% n/a 

 Capital expenditures 0.0% -32.7% -8.0% -24.1% -19.8% n/a 

Overall budget balance 0.0% -52.1% 98.5% 34.8% -0.2% n/a 

Budget balance (as per fiscal rule) 0.0% -80.6% 192.9% 114.8% 10.7% n/a 

GDP -1.0% -0.9% -7.4% -9.8% -10.2% n/a 

Overall deficit as % e GDP 0.0% 3.1% -6.4% -2.6% -0.5% n/a 

Bank balance as % of GDP 0.1% 0.2% -1.4% 0.1% 0.8% n/a 

Capital Expenditures, as % of GDP 0.1% -3.6% 0.0% -1.7% -1.1% n/a 

Recurrent expenditure, as % of GDP 0.2% -0.1% 4.9% 3.8% 1.2% n/a 

 

 

 

 



 

124 

 

Table 10a and 10b: Costing and financing of structural reform measures 

 

Table 10.a: Costing of structural reform measure: Measure #1: Reducing Energy Consumption through Energy Efficiency 

Measures 

Year Wages Goods and Services Subsidies and Transfers  
Capital 

Expenditures  
Total 

2021                                    49,410,288  49,410,288 

2022                                   33.566.643 33,566,643 

2023                                     21,000,000 21,000,000 

 

Table 10.b: Financing of structural reform measure: Measure #1: Reducing Energy Consumption through Energy 

Efficiency Measures 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project loans  To be 

determined  
Total  

2021  1,000,000   10,000,000 12.900.000 5,000,000 20,510,288 49,410,288 

2022  1,000,000    12.700.000  19,866,643  33,566,643 

2023  1,000,000      20,000,000 21,000,000 

 

Table 10a: Costing of structural reform measure: Measure #2: Increasing diversity of energy sources: 

Year Wages 
Goods and 

Services 
Subsidies and Transfers  Capital Expenditures  Total 

2021    123,430,000 123,430,000 

2022    80,150,000 80,150,000 

 

Table 10.b: Financing of structural reform measure: Measure #2: Increasing diversity of energy sources: 

Year 
Central 

Budget 

Local 

Budget 

Other national 

public finance 

sources 

IPA 

funds 

Other 

grants 

Project 

loans 

To be determined Total 

2021     2,150,000  121,280,000 123,430,000 

2022       80,150,000 80,150,000 

 

Tabela 10a: Costing of structural reform measure: Measure #3: Structural changes in the agriculture sector 

Year Wages Goods and Services Subsidies and Transfers  
Capital 

Expenditures  
Total 

2021  2.600.000  2.769.409   5.369.409 

2022  /  / / 

 

Table 10b: Financing of structural reform measure: Measure #3: Structural changes in the agriculture sector 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project loans  To be 

determined  
Total  

2021 2. 926.455   600,000  1,842,954  5.369.409 

2022 /   /  /  / 

 

Table 10a: Costing of structural reform measure: Measure #4: Increasing competitiveness in the production industry 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021  140,000 1,300,000 2,495,000 3,935,000 

2022  120,000 1,300,000 2,695,000 4,115,000 

2023  120,000 2,000,000 2,000,000 4,120,000 
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Table 10b: Financing of structural reform measure: Measure #4: Increasing competitiveness in the production industry 

Year 
Central 

Budget  

Local 

Budget  

Other national public 

finance sources  

IPA  

funds  

Other  

grants  

Project loans  To be 

determined  
Total  

2021 3,140,000    100,000 695,000  3,935,000 

2022 3,420,000     695,000  4,115,000 

2023 4,120,000       4,120,000 

 

Table 10a: Costing of structural reform measure: Measure #5: Increasing Competitiveness in the Tourism and hospitality 

Sector 

Year Wages Goods and Services Subsidies and Transfers  
Capital 

Expenditures  
Total 

2021  23,000.00 970,000.00  983,000.00 

2022  13,000.00 970,000.00  983,000.00 

2023  13,000.00 970,000.00  983,000.00 

 

Table 10.b: Financing of structural reform measure: Measure #5: Increasing Competitiveness in the Tourism and 

hospitality Sector 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 763,000.00   220,000.00 10,000   983,000.00 

2022 763,000.00   220,000.00    983,000.00 

2023 763,000.00   220,000.00    983,000.00 

 

Table 10 a: Costing of structural reform measure: Measure #6:  Increase competitiveness in the sector of trade in services 

Year Wages Goods and Services 
Subsidies and 

Transfers  
Capital Expenditures  Total 

2021  111,500.00   111,500.00 

2022  114,500.00   114,500.00 

2023  34,000.00    34,000.00  

 

Table 10.b: Financing of structural reform measure: Measure #6: Increase competitiveness in the sector of trade in 

services 

Year Central Budget 
Local 

Budget 

Other national 

public finance 

sources 

IPA 

funds 

Other 

grants 

Project 

loans 

To be 

determined 
Total 

2021 11,500.00   100,000.00    111,500.00 

2022 14,500.00   100,000.00    114,500.00 

2023 34,000.00       34,000.00 

 

Table 10a: Costing of structural reform measure: Measure #7: Improvement of the business environment by reducing 

the administrative burden and inspections reform 

Year Wages Goods and Services Subsidies and Transfers  
Capital 

Expenditures  
Total 

2021 40,800 372.000  160,000 572.800 

2022 81,600 630.000  692,900 1.404.500 

2023 81,600 93.000  100,000 274.600 
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Table 10b: Financing of structural reform measure: Measure7#: Improvement of the business environment by reducing 

the administrative burden and inspections reform 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 62.800    50.000 160,000 300.000 572.800 

2022 101,600    110.000 692,900 500.000 1.404.500 

2023 101,600    73.000 100,000  274.600 

 

Table 10a: Costing of structural reform measure: Measure #8: Establishment and functionalisation of the Commercial 

Court 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021  25,440   25,440 

2022 557,100 341,925   899,025 

2023 557,100 222,705   779,805 

 

Table 10b: Financing of structural reform measure: Measure #8: Establishment and functionalisation of the Commercial 

Court 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021     25,440   25,440 

2022 701,600    141,025   899,025 

2023 758,000    78,205   779,805 

 

Table 10a: Costing of structural reform measure: Measure #9: Reducing informality in the real estate sector 

Year Wages Goods and Services 
Subsidies and 

Transfers  
Capital Expenditures  Total 

2021  55,205   55,205 

2022  28,205   28,205 

 

Table 10b: Financing of structural reform measure: Measure #9: Reducing informality in the real estate sector 

Year 
Central 

Budget  

Local 

Budget  

Other national public 

finance sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021     55,205   55,205 

2022     28,205   28,205 

 

Table 10a: Costing of structural reform measure: Measure #10: Reducing the Informal Economy: 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021 639,900 13,400   653,300 

2022 189,600 4,500   194,100 

2023 18,000 18,000   36,000 

 

Table 10b: Financing of structural reform measure: Measure #10: Reducing the Informal Economy: 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 365,300    288,000   653,300 

2022 194,100       194,100 

2023 36,000       36,000 

 



 

127 

 

 

Table 10a: Costing of structural reform measure: Measure #11: Improvement of research, innovation and 

entrepreneurship environment 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021   235,500  2,315,000   2,446,393   4,996,893  

2022   100,000  1,200,000   3,300,000   4,600,000  

2023    1,000,000 3,200,000  4,200,000  

 

 

Table 10b: Financing of structural reform measure: Measure #11: Improvement of research, innovation and 

entrepreneurship environment 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 2,996,893      2,000,000 4,996,893 

2022 1,600,000      3,000,000 4,600,000 

2023 1.200,000      3,000,000 4,200,000 

 

Table 10a: Costing of structural reform measure: Measure: #12 Extension of relevant ICT networks infrastructure and 

services for socio-economic development 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021  2,850,000 2,500,000 4,433,365 9,783,365 

2022  2,650,000 2,900,000 5,508,565 11,058,565 

2023  2,403,371 2,663,716 3,700,000 8,767,087 

 

Table 10b: Financing of structural reform measure: Measure: #12 Extension of relevant ICT networks infrastructure 

and services for socio-economic development 

Year Central Budget  
Local 

Budget  

Other national public 

finance sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 7,633,365   2,150,000    9,783,365 

2022 9,008,565   2,050,000    11,058,565 

2023 6,717,087   2,050,000    8,767,087 

 

Table 10a: Costing of structural reform measure:: Measure #13: Trade facilitation through reducing the cost of trading 

transactions 

Year Wages Goods and Services Subsidies and Transfers Capital Expenditures Total 

2021 
 

48,000.00 € 
  

48,000.00 € 

2022 
 

13,000.00 € 
  

13,000.00 € 

2023 
 

24,000.00 € 
  

24,000.00 € 

 

Table 10b: Financing of structural reform measure: Measure #13: Trade facilitation through reducing the cost of 

trading transactions 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 
41,000.00 

  7,000.00    
48,000.00 

2022 
13,000.00 

      
13,000.00 

2023 
24,000.00 

      
24,000.00 
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Table 10.a: Costing of structural reform measure: Measure #14: Further development of quality infrastructure and 

empowerment of the role of market surveillance authorities 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021 38,000.00 14,000.00   52,000.00 

2022 40,000.00 44,000.00   84,000.00 

2023 44,000.00 41,000.00   85,000.00 

 

Table 10.b: Financing of structural reform measure: Measure #14: Further development of quality infrastructure and 

empowerment of the role of market surveillance authorities 

Year 
Central 

Budget  
Local Budget  

Other national public 

finance sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 12,000.00   40,000.00    52,000.00 

2022 84,000.00       84,000.00 

2023 85,000.00       85,000.00 

 

Table 10a: Costing of structural reform measure: Measure #15: Increasing the inclusion and quality in early childhood 

education: 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021  51,000  2,400.000 2,451,000 

2022  51,000  1.600.000 1,651,000 

2023  51,000  1,460,000 1,511,000 

 

Table 10b: Financing of structural reform measure: Measure #15: Increasing the inclusion and quality in early childhood 

education: 

Year 
Central 

Budget  

Local 

Budget  

Other national public 

finance sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 2,451,000   

5,000,000 

   
2,451,000 

 

2022 1,651,000      
1,651,000 

 

2023 1,511,000 
 

 
    1,511,000 

 

Table 10.a: Costing of structural reform measure: Measure #16: Implementation of the new curricular framework in the 

system of vocational education and training system 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021  1,150,000   1,150,000 

2022  1,150,000   1,150,000 

2023  650,000   650,000 

 

Table 10.b: Financing of structural reform measure: Measure #16:  Implementation of the new curricular framework in 

the system of vocational education and training system 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 150,000    1,000,000   1,150,000 

2022 150,000    1,000,000   1,150,000 

2023 150,000    600,000   650,000 

 

Table 10a: Costing of structural reform measure: Measure #17: Increase and Quality Assurance in high education by 

strengthening the KAA and profiling higher education institutions 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 
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2021 205,313 150,000   355,313 

2022 205,313 120,000   325,313 

2023 205,313 134,313   339,626 

 

Table 10b: Financing of structural reform measure: Measure #17: Increase and Quality Assurance in high education by 

strengthening the KAA and profiling higher education institutions 

Year 
Central 

Budget  

Local 

Budget  

Other national public 

finance sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 315,313    40,000    355,313 

2022 295,313    30,000   325,313 

2023 300,313    39,313   339,626 

 

Table 10a: Costing of structural reform measure: Measure #18: Improving and expanding public employment services 

and increasing the employment of the long-term unemployed youth, women and other vulnerable groups 

Year Wages Goods and Services 
Subsidies and 

Transfers  
Capital Expenditures  Total 

2021  370,000 7,150,000  7,520,000 

2022  380,000 7,200,000  7,580,000 

2023  380,000 7,250,000  7,630,000 

 

Table 10b: Financing of structural reform measure: Measure #18: Improving and expanding public employment services 

and increasing the employment of the long-term unemployed youth, women and other vulnerable groups 

Year 
Central 

Budget  

Local 

Budget  

Other national public 

finance sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 7,170,000    350,000   7,520,000 

2022 7,180,000    400,000   7,580,000 

2023 7,180,000    450,000   7,630,000 

 

Table 10a: Costing of structural reform measure: Measure #19: Improving social and health services and empowering 

excluded groups 

Year Wages Goods and Services Subsidies and Transfers  Capital Expenditures  Total 

2021  200,000  500,000 2,000,000 22,400,000 25,100,000 

2022   500,000  3,000,000 20,000,000 1,500,000 25,000,000 

2023  500,000 3,000,000 50,000,000 1,500,000 55,000,000 

 

Table 10b: Financing of structural reform measure: Measure #19: Improving social and health services and empowering 

excluded groups 

Year 
Central 

Budget  

Local 

Budget  

Other national 

public finance 

sources  

IPA  

funds  

Other  

grants  

Project 

loans  

To be 

determined  
Total  

2021 21,500,000    1,500,000 2,100,000    25,100,000 

2022 20,000,000 3,000,000  2,000,000    25,000,000 

2023 50,000,000 3,000,000  2,000,000    55,000,000 

 

 

 

 

 

 

 

 

 

 

 



 

130 

 

Table 11: Reporting on the implementation of ERP structural reform measures 2020-2022 (Complete one for each reform) 

                                                 
30 0 = no implementation; 1 = implementation is in preparation; 2 = first steps taken; 3 = implementation is ongoing with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 

 Reform Measure # 1: Reduce energy consumption through energy efficiency 

measures 

Reform 

implementation phase 

(1-5)30 

Activities 

planned for 

2020 

1.  Implementation of energy efficiency measures in 50 public buildings (MEE / WB / 

KEEF) 
3 

2. Implementation of EE measures in households through the RELP project in 1200 houses 

and 10 multi-storey buildings; (MFK) 
2 

3. Installation of meters for measuring heat consumption and thermostatic valves for about 

4500 households (12500 consumers) in Prishtina (MFK) 
2 

4. Grants for efficiency measures for women businesses through the project "Reliable 

Energy Landscape" (MFK) 
2  

5. Implementation of capital investment plan for strengthening, network expansion and 

medium voltage projects to reduce technical and commercial losses (KEDS) 
4 

6. Implementation of EE measures in 15 public buildings in 4 municipalities; Prishtina, 

Gjilan, Ferizaj, Gjakova (KFW - EU Project under WBIF-KEEA) 
3 

Description 

of 

implementati

on and 

explanation 

whether we 

have partial 

implementati

on or non-

implementati

on 

1. The activity of implementing EE measures in 80 facilities of public institutions, which are financed through a loan from the 

WB is ongoing, so far a total of 80 agreements have been signed for launching projects which are divided into Package 1 

(55 projects) and Package 2 (25 projects). Contracting procedures for package 1 have been completed and the contracts for 

Energy Audit, design and supervision have been signed, while for Package 2 the bids of the companies are in the process of 

evaluation which will be finalized in January 2021. The completion of works based on the progress report has reached 

44.35%. The call for bids is open for the renovation of 15 other buildings.  

2. The project is being implemented through the Procurement procedures phase (for houses). The total amount of the project 

is EUR 30 million. 

 3. The public call is open for the purchase of meters which will enable the measurement of individual consumption. 

In August 2020, MFK and Termokos signed a Memorandum of Cooperation for the implementation of the project. 
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 Reform measure 2 # Increase the diversity of energy sources Reform 

implementation 

phase  (1-5)31 

Activities 

planned for 

2020 

1. Amendment of secondary legislation on renewable energy projects by applying competitive 

bids / auctions; (ERO) 
3 

2. Reform of the regulatory platform that supports the generation of electricity by self-

consuming generators; (ERO)  
 3 

3.  Implementation of four new projects with small hydropower plants with a capacity of 15.60 

KWh; (ERO)  
4 

4.  Implementation of three new wind energy projects with a capacity of 105 MW; (ERO)  4 

5.  Implementation of two projects with photovoltaic panels with a capacity of 3.4 (ERO)  5 

6. 200 internships for women in the energy sector; (MFK) 3 3 

                                                 
31 0 = no implementation; 1 = implementation is in the process of preparation; 2 = first steps taken; 3 = implementation is ongoing with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 

Implementation of district heating metering services for 12,500 customers in the Termokos network, includes the 

installation of consumption-based heat metering in individual apartments, installation of thermostatic heating valves 

with integrated balancing function in radiators and regulatory support with the drafting of consumption-based tariffs. 

4. The grant allocation project for women businesses is expected to start soon with the implementation phase, through 

open grant award procedures, in support of the energy sector requirements. 

5. KEDS investment plan for 2020, approved by ERO is € 28 million and the same was planned to be invested during 

this year. However, the effect of the pandemic and the decisions taken by the GRK regarding the preventive measures 

against the spread of the virus, have affected the overall operation of the company (as a result of operating with 

reduced staff, quarantine of various areas, maintaining the safety of workers and consumers, etc. ). Therefore the 

expectations for the execution of investments for 2020 are around € 22.7 million. The largest value of these 

investments is oriented to HV investments (43%), followed by LV investments (41%), which investments aim to 

reduce losses and expand and modernize the grid. 

6. A contract was signed between KfW and the consulting company for Energy Audit, development and design of 15 

public buildings (schools). Tender procedures have been conducted for the implementation of EE measures in 15 

schools for the municipalities: Prishtina, Gjilan, Ferizaj and Gjakova. The total amount of the project is EUR 7.5 

million. 
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7. Preparation of technical documentation for the creation of a master plan for the distribution 

and supply of natural gas; (MEE- ED) 
2 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. The review of the legal framework for the implementation of competitive schemes for the development of 

renewable energy projects is ongoing and is expected to be finalized by the EBRD during 2020, but due to the 

pandemic it is expected to be finalized within the first half of 2021. 

2. Self-consumption Support Scheme includes the method with net metering for self-consumption and is limited to 

customers connected at the level of 0.4 kV. The entire regulatory scheme for self-consumption is currently 

being reviewed, which will be in line with the guidelines issued by the Secretariat of the Energy Community, 

and is expected to be finalized within the first half of 2021. 

3. Implementation is going according to implementation dynamic plans of projects until December 2021. 

4. Four projects are being implemented and their implementation is going according to the project dynamic 

implementation plans of projects with a capacity of 114.47 MW and which will last until June 2022. 

5. This activity has been fully implemented, in addition to two projects with a capacity of 3.4 MW, other previous 

projects with a capacity of 6.6 MW have been implemented, totalling 10 MW. 

6. A call was launched for 200 women interns who will work in the energy sector mainly in the field of energy 

efficiency. The project will be implemented in cooperation with the private sector. The internship for 11 

women started in August 2020. 

7. The activity is in the selection phase of the consultancy by WBIF Office for preparation of technical 

documentation and Terms of Reference. The Master Plan is expected to be completed at the beginning of 2021, 

after the selection of the company / experts for the preparation of the Master Plan. 

 

 Reform measure # 3: Structural changes in the agricultural sector Reform 

implementation 

phase  (1-5)32 

Activities 

planned for 

2020 

12) Drafting of Program for Agriculture and Rural Development 2021-2027; (MAFRD) 3 

13) Expansion and rehabilitation of the irrigation network in the municipalities of Kosovo; 

(MAFRD) 
0 

                                                 
32 0 = no implementation; 1 = implementation is in the process of preparation; 2 = first steps taken; 3 = implementation is ongoing with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 
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14) Drafting of the Master Plan for irrigation of agricultural lands; (MAFRD) 5 

15) Increasing areas with agricultural crops with a focus on value-added products; (MAFRD) 4 

16) Providing services for education and training of about 4000 farmers in the field of transfer 

of technical knowledge, farm management, grant application process; (MAFRD) 
3 

17) Software development for the Agricultural Development Agency; (MAFRD) 0 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. The Steering Group for the preparation of the Program for Agriculture and Rural Development 2021-2027 has 

been established and has held its first meeting  

2. The Managing Authority has prepared the organizational structure, the guide and has identified the 

stakeholders for the establishment of sub-sectoral working groups based on the IPARD model. The guide will 

serve as a plan / schedule for the actions to be taken during this process; 

3. The Managing Authority has prepared a ToR for the Sectoral Analysis which should be the basis for the 

preparation of ARDP 2021-27. As this study should be independent, the EU Office in Kosovo has undertaken 

to fund this study. 

4. The Managing Authority has so far drafted the chapters of ARDP 2021-27, as follows which are not closely 

related to the result of the sector analysis: 

- the draft of Chapter III of the current situation in agriculture and rural development sector, 

- the draft of Chapter V, the main results of previous interventions  

- draft of Chapter XII, description of operational structures AM, ADA), including monitoring and 

evaluation 

- the first draft of Chapter XV, the strategy for publicity, visibility and transparency of ARDP 

There are delays in the sectoral analysis for the preparation of the Agriculture and Rural Development Program due 

to COVID 19. Delays were recorded in contracting and consequently in conducting this study.  

2. During 2020, no procedure has been developed for capital investments in the irrigation sector, budget cuts have 

contributed to the temporary cessation of activity related to projects for rehabilitation - expansion of irrigation 

systems of agricultural land.   

3. The drafting of the Master Plan for irrigation of agricultural lands has been completed. 

4. In terms of agricultural areas, vegetable areas have increased by 6%, fruit areas by 20%. Distinguished vegetable 

crops are as follows: potatoes, onions, watermelon, etc. while in fruits: hazelnuts, blueberries, raspberries, walnuts, 

etc. 
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5. Regarding the provision of services for education and training of farmers in the field of transfer of technical 

knowledge, farm management and grant application process. 

During 2020, over 4000 farmers were supplied with various information according to their requests. DCTS has 

provided the following services for the education and training of farmers in the form of tips, trainings, brochures 

and website: 

- Number of farmers supported by technical advice in the office - 4797 

- Number of beneficiaries with training and field advice - 847 

- Materials provided in the form of brochures and leaflets - 5155 

- Number of farmers supported in the preparation of project applications - 1109, 

- 425 trained farmers. Trainings in the presentation of the results of the analysis and recommendations for the 

recommendation of the use of fertilizers: all the results are presented and each farmer is given the document 

of the analysis. 390 samples were taken. Soil samples were taken and analysed, and 1500 copies of the 

brochure “Support to farmers for soil analysis were distributed as well as training, advice and 

recommendations for soil analysis results. 

- AIMC with 48 public advisors who use advisory equipment to the benefit of farmers, coordinate work with 

DCTS; have received; 132 samples for soil analysis, 179 measurements of soil pH and identified 29 plant 

pests.  

Due to the Covid-19 Pandemic, the advisory system has not managed to achieve the objectives set out in the work 

plan. One project could not be carried out and the other was carried out online which posed a challenge to achieve 

the goal. 

6. 400,000.00 euros have been planned from BN for the development of this software, but the call for application 

has not been published yet. 

 

 Reform measure # 4: Increasing competitiveness in the manufacturing industry Reform 

implementation 

phase  (1-5)33 

1. Drafting the Strategy for Industrial Development; (Industrial Policy)    2 

                                                 
33 0= not implemented; 1= implementation is in the process of preparation; 2= the first steps have been taken; 3= implementation is on-going with initial results; 4= implementation is in advanced phase; 5=Full 

implementation (successful). 



 

135 

 

Activities 

planned for 

2020 

2. Value chain study for the textile sector; 1 

3. Facilitate participation in at least 10 International Fairs where 70 manufacturing companies 

with export potential will participate;  
4 

4. Supporting 15 SMEs for subsidizing product certification and providing advice in order to 

increase competitiveness and increase exports; 
5 

5. Financial support of 27 SMEs for investments in new technologies (production-processing 

machinery); 
5 

6. Continuation of the construction of physical infrastructure of three economic zones, 

respectively of business parks (Suhareka, Vitia and Vushtrri);  
4 

7. Organizing 4 investment fairs aimed at supporting and increasing investments and exports 

(KIESA/MTI).   
2 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. The approval for the drafting of the Strategy for Industrial Development took place on 09.06.2020, in the 

framework of the Strategic Documents Plan (PVDS) for the period 2020-2022. The statistical report and the 

analytical report on the development of the manufacturing industry, respectively Sector C (10 - 33), based on 

NACE REV 2. The draft dynamic plan for the implementation of the strategy has been drafted, and the 

members of the working group have been identified.  Measuring indicators that will be part of the strategy have 

been identified, existing documents related to the processing industry have been consulted, and potential donors 

for technical assistance have been contacted. 

2. The value chain study for the textile sector cannot be completed this year and is postponed to 2021. The terms 

of reference have been drafted and all preparations have been made. However, due to the COVID-19 

pandemic, we had budget cuts (about 40%) that make it impossible to carry out this study in 2020. 

3. We managed to participate in four (4) international fairs, where 25 companies from Kosovo participated and 

exhibited their products. Also, two other fairs have been confirmed which will be organized in November and 

December of 2020. It is also worth noting that other fairs have been postponed to 2021, due to the worldwide 

pandemic. 

4. Supporting 18 SMEs for subsidizing product certification and providing advice in order to increase 

competitiveness and increase exports; are in the process of signing contracts with 16 of them whereas 2 of 

them are still in the process of finding signatory institutions. 

5. The process was developed, where over 350 companies applied and 24 beneficiary SMEs managed to be 
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selected and contracts were signed. Also, 15 Businesses have benefited from the DEI project, Initiative for 

Digitalization and contracts have been signed with 16 of them.  

6. Construction works on economic zones in Suhareka, Viti, Vushtrri and Lipjan have continued. 

7. Out of the 4 planned forums, a virtual forum has been organized with potential investors from Italy. Even 

though we had been prepared with all the procedures, including the budget, due to the global pandemic they 

will be postponed indefinitely. 

 

 Reform measure#5: Increasing competitiveness in the tourism and hospitality sector Reform 

implementation 

phase  (1-5)34 

Activities 

planned for 

2020 

1. Drafting of the tourism strategy; (MTI) 2 

2. Approval of the draft law on tourism (GoK); 3 

3. Drafting bylaws arising from the law on tourism (Administrative Instruction on Tourist 

Guides, Administrative Instruction on the register with data of Tourist Agencies, 

Administrative Instruction on the program and licensing procedures of independent experts 

and classification of accommodation structures); 

0 

4. Analysis of potentials for tourism development in different regions and areas in Kosovo; 

(MTI) 
2 

5. Digitalization of tourist destinations and their inclusion in the tourism web portal; 3 

6. Business support in the development of rural tourism and agro-tourism (MAFRD). 0 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

1. A working group for drafting the tourism strategy has been formed and has held several meetings. 5 workshops 

were held where, in addition to the working group, municipalities, associations, NGOs, the private sector were 

also invited. This activity is supported by the PPSE project within Swisscontact. The initial draft has started to 

be drafted.  

2. The draft law on tourism was initially sent to the Government for approval in November but has been returned 

for review with some recommendations. Whereas now, the draft will be forwarded again. 

                                                 
34 0= not implemented; 1= implementation is in the process of preparation; 2= the first steps have been taken; 3= implementation is on-going with initial results; 4= implementation is in advanced phase; 5=Full 

implementation (successful). 



 

137 

 

implementation 

or non-

implementation 

3. Bylaws could not be drafted as longs as we do not have the new law, from which new administrative 

instructions will be drafted.  

4. Meetings were held in several municipalities of Kosovo regarding the analysis of potentials for tourism 

development. However, due to the state of the Covid 19 pandemic, this activity was discontinued.   

5. Tourist destinations have priority treatment in the tourism web portal which has been developed by the 

Department of Tourism. Access to information on tourist destinations is enabled through the digital map 

integrated in the web portal. The web portal was published in October 2020 and is accessible to visitors. 

6. During 2020, MAFRD did not announce the call for application, Measure 302 Diversification and development 

of businesses in rural areas, under rural tourism measures. The projected budget of € 700,000 continues to remain 

the same until the moment of announcing the call for application period 2020/2021. 

 

 Reform measure #6: Increasing competitiveness in the trade in services sector Reform 

implementation 

phase  (1-5)35 

Activities 

planned for 

2020 

1. Analysis of all strategies related to the service sectors to identify issues and horizontal gaps 

that need to be addressed for the further development of trade in services activities (MTI); 
3 

2. Assessing the competitiveness advantage in the  trade in services (MTI);  5 

3. Establishment of the National Committee for Trade in Services (MTI);        5 

4. Finalization of negotiations for mutual recognition of professional qualifications between 

CEFTA member countries; 
2 

5. Ratification of the CEFTA Additional Protocol, AP6 on trade in services; (MTI)        0 

6. Establishment of a Contact Point for services within CEFTA;         5 

7. Drafting a concept document on electronic commerce (MTI);   2 

                                                 
35 0= not implemented; 1= implementation is in the process of preparation; 2= the first steps have been taken; 3= implementation is on-going with initial results; 4= implementation is in advanced phase; 5=Full 

implementation (successful). 
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Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. 15 strategies that are considered to cover the field of services have been identified and analysed. The next step is 

to identify the horizontal gaps. 

2. The analysis "Trade of Kosovo Services with EU Member States and CEFTA" has been completed.  

3. The National Committee for Trade in Services was established on 6 July with Protocol No. 01/3387, signed by the 

minister.         

4. The negotiation process for the mutual recognition of professional qualifications between CEFTA's member 

countries has been suspended, until a future decision by the EU in cooperation with the RCC and CEFTA.   

5. Due to the political situation, this activity has not advanced with the ratification procedures.           

6. On 6 October 6 2020, the Contact Point for Services platform was launched (https://cps.rks-gov.net/). This platform 

will also be used as a contact point for CEFTA.        

7. A Working Group was established to draft an initial draft of the Concept Document for Electronic Commerce on 

30 June with Protocol No. 02/3235. This working group met virtually to discuss the need to draft a concept document. 

With the support of USAID, meetings were held between the experts of USAID, DT and representatives of relevant 

public institutions and the private sector. Findings from the meetings will be used in drafting the concept document 

on electronic commerce. 

 

 Reform measure 8: General inspection reform Reform 

implementation 

phase  (1-5)36 

Activities 

planned for 

2020 

1. Adoption of the law on inspections; (MTI) 4 

2. Initiation of the process of rationalization of inspection bodies;  0 

3. Amendment or supplementation of sectoral legislation to implement the inspection reform; 

(MTI, OPM) 
0 

4. Establishment of a central inspection office that coordinates inspections and adaptation of the 

relevant organizational structure; (OPM) 
0 

1. The draft law on inspections has been drafted, relevant stakeholders have been consulted  

                                                 
36 0= not implemented; 1= implementation is in the process of preparation; 2= the first steps have been taken; 3= implementation is on-going with initial results; 4= implementation is in advanced phase; 5=Full 

implementation (successful). 
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Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

2. After the adoption of the draft law 

3. After the adoption of the draft law 

4. After the adoption of the draft law 

 

 Measure 9: Establishment and operationalization of the Commercial Court Reform 

implementation 

phase (1-5)37 

Activities 

planned for 

2020 

1. Drafting and approval of the Draft Law on Commercial Court; (MoJ) 4 
2. Impact assessment the that the establishment of the Commercial Court will have on secondary KJC 

legislation and identification of regulations that require changes; 
4 

3. Amendment and supplementation of the Regulation on the organization and functioning of the 

Assembly of Court Presidents and Supervisory Judges; (KJC)  
1 

4. Amendment and supplementation of the Regulation on the internal organization of the courts; (KJC)  5 

5. Amendment and supplementation of the Regulation on Public Information Officers in the courts; 

(KJC).  
2 

                                                 
370= no implementation; 1= implementation is in process of preparation; 2= first steps have been taken; 3= implementation is continuous with initial results; 4= advanced implementation; 5= Full implementation 

(successful). 
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Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. Draft Law on Commercial Court - provides for the establishment, organization and functioning of the Commercial Court. 

The Commercial Court will have territorial jurisdiction over the entire Republic of Kosovo, and will deal with the review 

and resolution of disputes related to commercial matters and administrative disputes for all legal and natural persons, 

including business organizations defined in the relevant legislation on business organizations which are in commercial 

disputes between them. Special attention will be paid to the handling and resolution of foreign investment disputes, in which 

case, the Division for handling foreign investment disputes is foreseen to become operational within the first instance of the 

Commercial Court. 

Currently this Draft Law has passed the consultation phase, comments have been incorporated and will soon be sent 

to the MoF and OPM for the relevant opinions. 

2. The KJC has approved the work plan of the Normative Affairs Committee according to which the drafting of secondary 

legislation and the identification of regulations which require changes with the establishment of the Commercial Court are 

determined.; 

3. After the approval of the Draft Law on Commercial Court, this Regulation will be amended/supplemented; 

4. Kosovo Judicial Council, based on Article 7, paragraph 1, paragraphs 1.1 and 1.24 of Law no. 06 / L-055 on the Kosovo 

Judicial Council, and Article 28 of Law No. 06 / L - 054 on Courts, in its meeting held on 23 June 2020, has approved the 

Regulation no. 02/2020 on the organization and internal activity of the courts. 

5. The KJC has started to amend/supplement the regulation on public information officers in the courts.  

 

 Reform Measure 10: Reduce informality in the real estate sector Reform 

implementation 

phase (1-5)38 

Activities 

planned for 

2020 

1. Amendment of the Law on Kosovo Property Comparison and Verification Agency; (OPM) 5 
2. Approval of draft laws on Cadastre (MESP), Construction Land (MoJ) and Public Property (MoJ); 3 
3. Drafting regulations for the duties and responsibilities of the Secretariat of the KPCVA and the 

Decision Commission for addressing requests for formalization (KPCVA); 
1 

4. Functionalization of the new mandate of the KPCVA (OPM, KPCVA); 1 

                                                 
380= no implementation; 1= implementation is in process of preparation; 2= first steps have been taken; 3= implementation is continuous with initial results; 4= advanced implementation; 5= Full implementation 

(successful).11111 



 

141 

 

5. Training of KPCVA commissioners and support staff of the KPCVA Secretariat (KPCVA); 1 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. Draft law on amending and supplementing the Law no. 05/l-010 on Kosovo Property Comparison and Verification 

Agency has been approved on 13 November 2020 by the Government and was forwarded to the Assembly. 

2. The Draft Law on Cadastre is foreseen in the Legislative Plan for November 2020. It is now in the phase of preparation and 

submission for the financial statement by the MoF and alignment with EU Directives; 

The Law on Public Property was approved by the Government on August 10, 2020, which defines and regulates 

the public property right and other property rights of the Republic of Kosovo and local self-government units.  

Law on Construction land was also approved by the Government on August 10 2020 which determines 

conditions and the procedure determining a construction land, ownership and its administration, regulation and 

use, conditions and procedures for the transformation of the right for the use the construction land from social 

ownership into public ownership, or private ownership. However, this Draft Law (even after the approval by the 

Government) during the discussions within the Committee on Legislation in the Assembly, raised several issues 

and it was considered that it needs to be regulated by municipal urban plans in regulating construction land, 

therefore for these reasons, it was returned to MoJ for supplementation.   

3. With the approval of the Law on KPCVA, the relevant regulations will be drafted, including the Regulation on 

addressing the applications for formalization; 

4. The full functioning of the new KPCVA mandate will be possible only after the adoption of the Law on the 

KPCVA, enabling the provision of additional tasks for the formalization of undisputed and legitimate property 

rights informally transferred; 

5. Neither the Assembly of Kosovo nor the EU Special Representative has appointed a commissioner of the 

Committees who are members of the Supervisory Board for the work of the KPCVA as provided in Law no. 05 - 

L - 010. After the new Board and the commissioners becomes operational as well as the relevant legal changes, 

the activity related to the training will be conducted.  
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 Reform measure 11: Reducing the informal economy Reform 

implementation 

phase (1-5)39 

Activities 

planned for 

2020 

12) Amending the necessary legal framework, approving and issuing sub-legal acts to lower the current 

transaction from € 500 to € 300 per business (Law on TAK procedures) in cash and introducing 

mandatory electronic payment (Labour Law) for 1 ) all salaries and wages of employees in all sectors 

and 2) employment, unemployment and social / health security payments for all residents of Kosovo; 

2 

13) Development of the current system for automatic updating of the classification of economic activity of 

businesses through EDI according to the international nomenclature (NACE rev.2) and exchange of 

this information from TAK to KBRA and KAS;  

5 

14) Expansion of inspection activities in the construction, accommodation and stock control sector of goods 

in the trade sector, as a result of the implementation of Specific Compliance Plans for sectors with a 

high degree of risk;  

3 

15) Intensification of inspection activities between TAK and the Ministry of Labour and Social Welfare 

(MLSW) in order to identify and register unregistered workers; 
3 

16) Restructuring of the Labour Inspectorate and hiring 20 additional labour inspectors;  3 

17) Intensification of inspection actions (controls/inspections) between KC and TAK to businesses that are 

categorized with high risk of tax evasion identified by the joint group of inspectors of KC and TAK in 

areas such as trade, textiles, gold and telephone shops.  

4 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. An assessment has been made regarding lowering of the threshold for transactions between businesses and it was proposed 

to lower this threshold from € 500 to € 300, and the same has been included in the draft new Law on Tax Administration and 

Procedures, which has not yet been adopted by the Assembly. 

An assessment has been made regarding the need to introduce mandatory electronic payment for all salaries and wages of 

employees, and the same has been included in the draft Law on Labour within the MLSW, which has not yet been approved 

by the Assembly. 

2. The project for automatic updating of the classification of economic activity of businesses through EDI according to the 

international nomenclature (NACE rev.2) has been completed, and now almost all taxpayers have made tax registry updates 

including addresses, contacts, bank accounts and economic activity codes according to NACE. 

                                                 
390= no implementation; 1= implementation is in process of preparation; 2= first steps have been taken; 3= implementation is continuous with initial results; 4= advanced implementation; 5= Full implementation 

(successful). 
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3. During the period January-December 2020, 96 controls have been carried out in the construction sector which resulted in 

additional tax in the amount of 8.3 million euros, reduced credit of 875,694 euros and reduction of loss of 2.7 million euros; 

264 visits were also made, which resulted in 12.7 million euros of additional turnover and 32,825 euros of mandatory fines. 

As for the accommodation plan, this project has not started to be implemented due to the pandemic situation; despite this, 

during the reporting period in this sector, we had 33 controls performed with 1.3 million euros of additional tax, while 1,609 

visits have been made with an additional turnover of about 1 million euros and 197,500 mandatory fines. 

The plan envisaged to be developed for products without documentation and stock shortages, also as a result of the COVID-

19 pandemic, has not been implemented; despite this, in order to handle this issue, 107 controls have been carried out with an 

additional tax of 2.8 million euros, while 341 visits have been carried out with an additional turnover of about 7.8 million 

euros and 83,250 mandatory fines, and a stock shortage of 5.6 million euros has been found. 

4. The identification of unregistered workers and their treatment together with MLSW, respectively the labour 

inspectorate, has been foreseen to be developed within a comprehensive compliance project. The draft compliance 

project for the treatment of informal employment has been drafted together with the action plan, but this project, 

as well as other compliance projects, could not be implemented as a result of the COVID-19 pandemic; despite the 

uncoordinated action with MLSW in addressing this issue, TAK, from field activity during the reporting period, 

has registered 2,265 workers. Additionally, the implementation of measure 14 within the emergency fiscal package 

has contributed to the registration or formalization of nearly 15,000 workers. 

5. The Government has approved the new Draft Law on Labour Inspectorate. This draft law aims to reorganize and 

strengthen the Labour Inspectorate. The budget law envisages to hire 26 new inspectors. 

 6. Taxpayers who mainly belong to the trade and textile sector, businesses with a high degree of risk, as well as in 

the processing sector have been targeted. Inspection activities are underway, but as a result of the pandemic, the 

activities have started with delay; meanwhile we are waiting for the result of these activities. 

 

 Reform measure # 12: Improving the environment for innovation and entrepreneurship Reform 

implementation 

phase (1-5)40 

                                                 
400 = no application; 1 = implementation is in preparation; 2 = the first steps are taken; 3 = implementation is continuous with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 
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Activities 

planned for 

2020 

1. Drafting and Adoption of the Law on Innovation and Entrepreneurship, and secondary infrastructure, 

Regulation on the operation of Innovation Centres, and AI on the implementation of the innovation grant 

for support of innovative projects (MEE); 

3 

2. Direct financial support for innovative ideas, projects and activities for existing businesses, start-ups 

businesses and spin-off schemes for innovative projects (MEE); 
0 

3. Study (research) related to the application of smart cities and drafting the guide for smart cities (MEE); 1 

4. Investments in Innovation Centres (MEE) 4 

5. Direct financial support for mobility researchers in priority areas of research as well as support for 

doctoral students to study in the top 500 best universities according to the Shanghai list (MEST);  
5 

6. Finalization of the concept document for mapping research, science and innovation systems (MEST);  0 

7. Direct financial support for businesses through voucher schemes (MEST) 2 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. The Draft Law on Innovation and Entrepreneurship, the draft Regulation on the operation of Innovation Centres 

and the draft AI on the implementation of the innovation grant for support of innovative projects are expected to 

be reviewed and commented by the working groups. 

2. Direct financial support for innovative ideas, projects and activities for existing businesses, start-ups businesses 

and spin-off scheme for innovative projects  have not been carried out due to the reallocation of funds from the 

budget category of subsidies and transfers for economic recovery from the COVID-19 Pandemic. 

3. Regarding the study (research) on the application of smart cities and the drafting of the guide for smart cities, 

we are in the initial phase of drafting the guide. 

4. Investments in Innovation Centres; for this intention, a budget of 309,000 EUR has been pledged in 2020, for 

investments for the functioning of the Innovation Centre in UP and the supply of 12 high schools with IT 

equipment. 

5. We have supported 20 researchers to participate in international conferences and research and we have supported 

doctoral students for studies in the top 500 best universities according to the Shanghai list; we have also supported 

35 candidates in the 500 best universities in the world according to the Shanghai list. 

6. The concept document for mapping research, science and innovation systems has not started to be drafted. 

7. The regulation for the voucher scheme for Innovation has been completed. 
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 Reform measure # 13: Extension of relevant infrastructure of ICT networks and services 

for socio-economic development 

Reform 

implementation 

phase (1-5)41 

Activities 

planned for 

2020 

1. Extension of broadband infrastructure in uncovered areas through the KODE program and 

support for the extension of 5G mobile infrastructure (MED);  5 

2. Establishment of a Fixed Station for frequency monitoring (MED);  2 

3. Preparation of methodology for annual monitoring of statistics in the ICT industry and R&D 

(MED);  2 

4. Development of training for young people and their connection with online job opportunities - 

Youth Online and Upward Program - YOU) (MED);  2 

5. Establishment of the Centre of Digital Excellence - supply of equipment and operation of CDE, 

5G piloting (MED);  3 

6. Establishment of a National Network for Research and Education in CDE in cooperation with 

Universities in Kosovo;  2 

7. Institutional development and capacity building for the implementation of eIDAS regulatory 

provisions (MED). 2 

Description of 

implementation 

and 

explanation 

whether we 

have repetitive 

implementation 

or non-

implementation 

1. 21 agreements have been signed and implemented for the coverage with broadband electronic communications 

infrastructure of 62 villages and the free internet connection for 5 years of 27 schools and 9 ambulances in these areas. Also, 

the implementation of 12 Agreements has been signed and will be completed by April 2021, which include the connection 

with fixed broadband infrastructure of 24 sets of mobile infrastructure (5G ready). 

2. In the framework of the sub-component of KODE for the establishment of the Fixed Station for frequency monitoring 

(NSMS) on 18.12.2020 a contract was signed with the implementing economic operator for the establishment of this station.  

3. The terms of reference for the use of technical assistance by the KODE Project regarding the preparation of the 

methodology for the annual monitoring of statistics in the ICT industry have been prepared and published. But 

other activities could not be carried out yet due to the pandemic situation. 

                                                 
410 = no application; 1 = implementation is in preparation; 2 = the first steps are taken; 3 = implementation is continuous with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 
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4. For the third sub-component of the KODE Project for the youth training program (YOU), the terms of reference 

for the implementation of the project have been finalized, but due to the pandemic, the World Bank (lender) has 

recommended that the implementation be postponed indefinitely until safer conditions for on-site training are 

created. 

5. Regarding the Establishment of the Centre for Digital Excellence in the Park for Innovation and Training in Prizren, on 

21.04.2020, a contract has been signed with the economic operator (EO); until now, the delivery of all contacted devices 

(4x3D Printers and 1x3D Scanners and 2x related software) has been completed, but the installation of these devices and the 

training for the use of these devices have not been completed. 

6. The sub-component of KODE for the establishment of the National Network for Research and Education is in the 

phase of finalizing the procedures before signing the contract for the implementation of the project; which is 

expected to be signed during January 2021. 

7. In parallel with the development of procedures for the approval of the Draft Law on Electronic Identification 

and Trust Services in Electronic Transactions, the feasibility study for the appropriate model for the 

establishment of the Electronic Identification System (eIDAS), and the identification of the needs for 

institutional development and capacity building for the implementation of eIDAS, is progressively being 

completed. 

 

 Reform measure # 14: Facilitate trade by reducing the cost of commercial transactions Reform 

implementation 

phase (1-5)42 

Activities 

planned for 

2020 

1. Drafting a new document on Trade Policy; (MTI) 3 
2. Continuation of amending and supplementing the Customs and Excise Code (CEC) and the 

Administrative Instruction on implementation Customs Code and Excise; (MF- Customs) 
3 

3. Adoption of the new Law on Internal Trade; (MTI) 4 

4. Adoption of the new Law on External Trade; (MTI) 4 

5. Approval by the Government of the Regulation on the establishment of the Information Centre for trade 

facilities; (MTI-CUSTOMS). 
4 

                                                 
420 = no application; 1 = implementation is in preparation; 2 = the first steps are taken; 3 = implementation is continuous with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 
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Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. The first draft of the new document on Trade Policy has been drafted in July 2020. 

2. A new Working Group has been established and a draft proposal is now ready by the previous working group. 

3. Law on Internal Trade has been in preliminary consultation until 13 August 2020, and is in public consultation 

from 14 August (until 4 September 2020). We are currently preparing the documentation to send it to the 

Government for approval.  

4. Law on External Trade has been in preliminary consultation until 13 August 2020 and is in public consultation 

as of 14 August (until 4 September 2020). The draft law was sent to the Government for approval in December. 

5. The Regulation is completed but we are waiting for the ratification of Additional Protocol 5 of CEFTA to the 

Assembly of Kosovo. 

 

 Reform measure # 15: Further development of quality infrastructure and strengthening of 

the role of market surveillance authorities with particular focus on construction products 

Reform 

implementation 

phase (1-5)43 

Activities 

planned for 

2020 

1. Establishment of accreditation scheme for certification bodies (EN ISO/IEC 17065 on conformity 

assessment. Requirements for bodies certifying products, processes and services) including 

requirements for technical regulations; (KAD) 

0 

2. Expansion in the field of metrology (establishment of pre-packaging laboratory); (MAK) 5 

3. Accreditation of two test/calibration laboratories of MAK (Volume and flow laboratory, and mass 

laboratory); (MAK) 
4 

4. Drafting a national plan for fulfilling the obligations from Articles 34-36 TFEU, for the part of the field 

that is not aligned; (DQI)  
4 

5. Approval and publication in the Official Gazette of RKS of a list of harmonized standards (at least 40 

standards), for certain categories of construction products which are present in the Kosovo market 

(KSA-MTI);  

5 

6. Provide technical assistance to at least three (3) construction product manufacturers to review the 

design and improve their products and operating procedures in order to meet all requirements to be able 

to obtain the conformity marking in their products in accordance with the Law; (DQI)  

4 

                                                 
43 0 = no implementation; 1 = implementation is in the process of preparation; 2 = first steps taken; 3 = implementation is ongoing with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 
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7. Drafting of sub-legal acts for construction products such as: cement, precast concrete and aggregates 

for concrete; (DQI) 
5 

8. Drafting a concept document on the Law on General Product Safety. 3 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or no 

implementation 

1. Regarding the appointment and accreditation of certification bodies in the field of construction materials, we must first 

emphasize that we have not received any request for accreditation from CAB. On the other hand, due to lack of budget funds 

we have not managed to complete the establishment of the accreditation scheme of certification bodies for construction 

products (initially the support of the FMG II project for this activity was terminated as a result of not extending this project 

for two years, and then budget cuts were made by the RKS Government on the KAD line to respond to the needs arising from 

the Covid-19 pandemic). KAD addressed requests for financial support to the PTB project, CERP-WB and at the same time 

the SIDA project; however, we have not received a positive response. After the budget review we will review the possibilities 

of securing the budget within MTI and the completion of this scheme. 

2. A mobile pre-packing laboratory has been set up and an official has been recruited. The laboratory is functional.  

3. Inter laboratory comparisons (CMCs) with MMI reference laboratories in France and the Czech Republic have 

been completed. The application for international accreditation has been completed (signed by MLA and EA). The 

international accreditation body has set up the assessment team and depending on the developments with the 

pandemic situation, the date for the assessment visit will be set. The audit of the quality management system for 

the laboratories which are in the process of accreditation has been carried out by the expert of the Free Movement 

of Goods Project.  

4. The activity has started to be carried out in cooperation with the expert of the Free Movement of Goods (FMG) 

project. The identification/scanning of technical and non-technical regulations (national acts) for the non-

harmonized field has been carried out and the document is being prepared.  

• Drafting of the National Plan for the non-harmonized area that covers certain groups of products for the 

fulfilment of the obligations from Articles 34-36 TFEU - the study (scanning) of the legislation that is still in force 

until 22 March 1989 for certain groups of products that was repealed during the time of former Yugoslavia and the 

document of this study has been finalized. This study contains the following documents:  

- The List of Technical Regulations for products which may contain non-harmonized provisions which includes 

technical regulations up to the period of 22 March 1989 which are in accordance with the Constitution of the 

Republic of Kosovo and technical regulations adopted after 2008. 

- List of non-technical Regulations which may contain trade barriers  
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5. The list with titles and references of 53 harmonized standards (HEN) for Construction Products has been prepared and 

approved by the Minister of MTI with Decision No. Ref.50, dt.24.12.2020. 

6. A public invitation for technical assistance for manufacturers of construction products has been announced. Two 

(2) manufacturers of construction products (concrete and concrete products) have been selected. With the 

assistance of the expert engaged by the FMG project, technical documentation for the manufacturers is being 

prepared. So far the following activities have been carried out:   

 trainings were held for both manufacturers on 22 June through video conference, on regulatory compliance 

requirements, 

 a list of questions and actions was prepared for each manufacturer and discussed with each manufacturer after the 

training, 

 discussions were held regarding the drafting of preliminary technical documentation, as required by CPR/LCP, with 

each manufacturer, 

 Preliminary documents and outlines of the Factory Quality Management/Production Control System (QMS/FPC) have 

been drafted  

7. These sub-legal acts for construction products have been prepared and approved: 

- Administrative Instruction (MTI) No. 05/2020 Setting the Conditions for Placing Common Cement on the Kosovo 

Market; 

- Administrative Instruction (MTI) No. 08/2020 for Setting the Conditions for Placing Aggregates and Fillers for Concrete 

on the Market; 

- Administrative Instruction (MTI) No. 07/2020 Setting the Conditions for Placing Ready-Mixed Concrete on the Market; 

- Administrative Instruction (MTI) No. 06/2020 Forsetting the Conditions for Placing Concrete Paving Products on the 

Market; 

8. We have started with the preparation of the concept document and the Working Group has been established with 

Decision No. Prot: 8412, dated 09.11.2020 and the initial draft of the Concept Paper in the field of General Product 

Safety has been prepared. 
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 Reform measure #16: Develop early childhood education with a holistic approach through 

complementary legal and physical infrastructure and reform curriculum  

Reform 

implementation 

phase (1-5)44 

Activities 

planned for 

2020 

- Adoption of the Law on Early Childhood Education, which addresses early childhood inclusion 

(MEST);  
4 

- Finalization and approval of the core curriculum containing 5 areas45 (MEST);  2 

- Compilation of 5 practical guides for piloting the core curriculum (MEST);  0 

- Engagement of 5 professional trainers for the training of kindergarten educators in the pilot phase 

(MEST);  
0 

- Training of about 100 educators in up to 10 kindergartens in the pilot phase (MEST);  0 

- Piloting of the core curriculum in up to 10 preschool institutions starting from September 2020 

(MEST);  
0 

- Compilation of a package of materials for education in preschool institutions for children with special 

needs aged 0-6 years (MEST);  
2 

- Drafting a regulation to facilitate the conditions for enrolment and attendance of children from the 

Roma, Ashkali and Egyptian communities in preschool institutions; (MEST) 
3 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. The draft Law on Early Childhood Education (ECH) has been finalized and is currently under public discussion. 

2. With the decision of the Minister, this process has started to be drafted from the beginning where a working group for the 

design of the core curriculum for ECH has been established; but due to the Covid 19 pandemic situation, the activity was 

not carried out in 2020 and is now expected to take place during 2021. 

3. Practical guidelines for piloting the core curriculum will be developed after the finalization of the core 

curriculum for early childhood education.  

4. Professional trainers will also be engaged after the design and finalization of the core curriculum, specifically the 

master trainers will be engaged in the pilot phase of the document. 

                                                 
44 0 = no implementation; 1 = implementation is in the process of preparation; 2 = first steps taken; 3 = implementation is ongoing with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 
45 Five areas of involvement: Language and communication development, physical health and mobility development, general knowledge and cognition development, development of the approach 

to learning and social-emotional development.  
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5. The training of educators for the piloting of the core curriculum will be carried out as a process after the 

finalization of the curriculum document.  

6. The process of piloting the core curriculum will start after the finalization of the core curriculum for preschool 

education.   

7. We are in the phase of defining the terms of reference for the experts that will draft the materials and 

announcing the call for engagement of experts 

8. So far, only one municipality has drafted a regulation to facilitate the conditions for enrolment and attendance of 

children from the Roma, Ashkali and Egyptian communities in preschool institutions. While MES has regulated 

this process by Administrative Instruction No. 19/2016 - Inclusion of children in preschool institutions in 

Kosovo. 

 

  Reform measure #17: Implementation of the new curricular framework in the vocational 

education and training system 

Reform 

implementation phase 

(1-5) 

Activities planned 

for 2020 

  

  

  

  

  

  

  

1. Approval of the Curriculum Framework for the VET system (MEST);  3 

2. Training of 70 teachers as part of the Training of Trainers (ToT) program and development 

of core curriculum implementation (MEST) guidelines;  
5 

3. Development of teaching materials based on the new core VET curriculum for grade 10 

(MEST);  
4 

4. Piloting the new core curriculum (in all VET profiles) in 18 schools with 10th grade (MEST);  5 

5. Review of the funding formula for VET by defining the funding criteria which are done 

through the specific grant for education (MEST);  
4 

6. Drafting and approval of the administrative instruction for the establishment, functioning and 

determination of the responsibilities of the Office for Cooperation of the Economy with 

Vocational Education and Training (MEST);  

2 

7. Drafting and approval of the administrative instruction for the evaluation of VET students, 

through the involvement of employers' representatives (MEST);  
5 

8. Piloting the digital platform in the field of ICT and two other fields; (MEST/MTI/TAK/KCC) 4 
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Description of 

implementation 

and explanation 

whether we have 

partial 

implementation or 

non-

implementation 

  

  

  

  

  

  

  

1. The Curriculum Framework has been drafted but some activities have also been undertaken which are expected to be 

included in this framework prior to approval. 

2. The guide has been completed and submitted and online trainings for all teachers have been completed. 

3. Completed for the health sector for 4 profiles as well as for 4 technical profiles; materials for mechatronics and construction 

have been drafted; An agreement has been signed between Albania and Kosovo (relevant ministries) for the exchange of 

teaching materials, standards and curricula and all materials are available to schools through the MES link. 

4. The curricula for the 11th and 12th grades have been piloted and drafted and in September 2021 all of them will be 

introduced in the system. 

5. The proposal of the formula has been completed and the costing of all profiles/sectors has been done. 

6. Since VET is now proposed to be a department, this planned office will be as a division within the department.  

7. There is an Administrative Instruction in place 

8. The labour market research platform for ICT field profiles has been completed while other areas have been disrupted due to 

the pandemic. 

 

 Reform measure #18: Increase and ensure quality in higher education by strengthening the 

quality of the oversight mechanism, improving the funding formula and profiling higher 

education institutions 

Reform 

implementation 

phase (1-5)46 

Activities 

planned for 

2020 

1. Approval of the Law on the Kosovo Accreditation Agency (MEST);  3 
2. Staffing and capacity building of KAA through the recruitment of 20 new officials (KAA);  3 

3. Drafting and approval of the guide by the State Council of Quality (SCQ) for setting the monitoring 

criteria of HEIs (KAA/SCQ); 
4 

4. Review and approval of new standards (ESG) for the assessment of doctoral level programs 

(KAA/SCQ);  

5 

5. Establishment of the "Competence Centre for industry relations" in 2 faculties of the University of 

Prishtina (MEST);  
3 

6. Support in the process of selecting at least two higher education programs which will be reviewed or 

compiled based on the needs of the labour market (HEI/MEST);  
1 

                                                 
46 0 = no implementation; 1 = implementation is in the process of preparation; 2 = first steps taken; 3 = implementation is ongoing with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 
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7. Linking the Master Program for VET Teachers of the Faculty of Education with the faculties targeted 

for practical learning; (HEI/MEST);  
1 

8. Drafting a concept document on the formula for financing higher education (MEST);  0 

9. Review of the administrative instruction for granting scholarships for students in deficit areas (MEST). 3 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. The Commission for drafting the Law on KAA has been established. Several group meetings have been held and they will 

continue. Due to the measures taken to prevent the pandemic, meetings have been limited, although the working group has 

managed to work to a satisfactory extent, yet it has not managed to finalize the draft.  

2. Due to the government's decision to discontinue civil service recruitment, the recruitment of new staff has been impossible, 

with the exception of one personnel and administration officer who has been transferred from the Ministry of Internal Affairs. 

We are in the process of recruiting 4 more positions. After the approval of the Law on KAA, recruitment will be made for 18 

positions. 

3. KAA is in the final stage of drafting the Monitoring Guidelines. These guidelines are being drafted for the first time and 

through them, the KAA will enable proper monitoring of the teaching and learning process in higher education. KAA has 

managed to provide external funding through the QAINT project, who are also financing the project. The KAA will soon have 

the final document available through which KAA officials will conduct proper monitoring, thus guaranteeing quality in study 

programs, and ensuring that the criteria and conditions under which accreditation is granted are being respected thoroughly 

throughout the period the program is accredited. 

4. The State Council of Quality (SCQ) of the Kosovo Accreditation Agency, in its meeting held on 25.06.2020 approved the 

new standards for the assessment of doctoral programs, which, inter alia, provide that the candidate, before attaining a doctoral 

degree, must have publish at least one scientific paper in scientific journals indexed on Web of Science or SCOPUS platforms. 

The adoption of doctoral standards comes after a long and comprehensive work of all stakeholders dealing with quality in 

higher education. Local and international SCQ members have also contributed to the development of these standards. This 

standard guarantees that higher education institutions providing doctoral studies must meet one of the basic criteria, related to 

scientific research indexed in credible international journals. 

5. With the support of the ALLED 2 Project, the target faculties within the University of Prishtina have been determined in 

accordance with the supported sectors (agriculture - food processing program is an integral part of this faculty; mechanical 

engineering; electrical engineering; education); 
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6. The activity is in an initial stage. 

7. A two-year MA program for teachers with 5 different specializations in the second year has been developed by the Faculty 

of Education. Of the 5 specializations of this MA, one deals with VET (pre-service) teachers. Based on the support of the 

ALLED 1 project, the conditions of cooperation have been initiated and agreed for the further development of curricula for 

the specialization of VET teachers in service in the same MA program (memorandum drafted and under discussion). Due to 

the pandemic situation and regular elections in the faculty, this activity will continue during 2021. 

8. There is no progress 

9. The working group has completed the first draft of the AI  

 

 Reform measure #19: Improve and expand public employment services and increase 

employment of the long-term unemployed, youth, women and other vulnerable groups 

Reform 

implementation 

phase (1-5)47 

Activities 

planned for 

2020 

1. Review of the new Law on Labour (MLSW); 4 

2. Review of the Employment Policy 2020 - 202248 with the aim of improving the effectiveness of 

ALMMs (MLSW/EARK); 
3 

3. Review of the Action Plan for Youth Employment, with special emphasis on addressing the challenges 

of women's employment (MLSW); 
2 

4. Implementation of ALMM for at least 3,000 long-term unemployed, including but not limited to young 

people, women, and people in poverty living in rural areas (EARK/MLSW); 
5 

5. Validation of 10 vocational training profiles, development of 10 curricula and 10 learning packages 

based on professional standards (EARK/MLSW);    
3 

6. Training of 1,000 people in digital economy skills (MED); 1 

                                                 
47 0 = no implementation; 1 = implementation is in the process of preparation; 2 = first steps taken; 3 = implementation is ongoing with initial results; 4 = advanced implementation; 5 = Full implementation (successful). 
48 The review will include, among other things, the potential expansion of the MATP for the unemployed from rural areas. The review will also examine possible changes to active labour market measures aimed at 

increasing effectiveness (based in part on the findings of a GIZ study entitled, “Are active labour market measures effective tools for addressing skills challenges and employment in Kosovo?”) 
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7. Increasing the number of job advertisements through the EMIS platform by including announcements 

from the public sector (EARK/MLSW); 
3 

8. Development of with VET with an extended sample49 and inclusion of a new VET module on 

“Workplace Accidents and Workplace Related Health Problems” (KAS); 
? 

Description of 

implementation 

and 

explanation 

whether we 

have partial 

implementation 

or non-

implementation 

1. The draft Law on Labour has been drafted. Preliminary and public consultations have been completed. This draft law has 

been further forwarded for obtaining confirmation from the relevant institutions, in accordance with the formal and 

administrative requirements of the government. So far, we have received the legal opinion from the Department of EU 

Law/OPM, regarding compliance with EU legislation. Meanwhile, the same was forwarded to the MoF (on 24.07.2020) to 

provide the Budget Impact Assessment for the Draft Law in question. After the completion of these actions, the Draft Law 

on Labour together with all accompanying documents will be forwarded to the Government for approval. 

2. Employment Policy 2019-2021 has been reviewed. During the review process the reports but also the various analyses related 

to the improvement of public services in general, and MATPs in particular are taken into account. We have addressed all of 

these, in cooperation with actors from EARK, but also other sectors, through this document which aims to increase the 

performance of PES. In order to see the effects and results better, it is better to wait for the end of the year where the annual 

analysis and assessment of this policy is carried out. 

The process of reviewing and updating the Employment Policy 2019 - 2021 has been carried out based on the great impact 

that the Covid 19 pandemic has had on the labour market, as well as adapting the role of institutions responsible for labour 

market administration in the pandemic situation. Consequently, the targets set for the Employment Agency regarding 

employment services and active labour market measures provided by the Agency for 2021 have been reviewed based on the 

impact of the pandemic and the new post-pandemic situation that will be created in the Labour market. The new reviewed 

and updated document has taken into account the research and analysis of other institutions made for the labour market in 

Kosovo; however, the basis in these research and analysis has been limited because these were conducted before the 

pandemic, and on the other hand the pandemic has had a significant impact on the labour market. 

3. We are in the process of reviewing the Youth Employment Action Plan 2020-2022. We have received inputs related 

to new activities from relevant institutions. As a leading and coordinating institution we are in the process of 

reviewing and analysing these activities, in order to ensure a coherence of the APPR update. To achieve this, a 

monitoring role is played by the monitoring reports for the past two years, which are helping us to reflect and adjust 

our actions for the next period. 

                                                 
49 According to KAS, the sample was expanded in 2019 
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4. The Active Labour Market Measures (Subsidy in wages, public work, self-employment, internship, on-the-job 

training) included 5570 persons, of which 2878 were women, while a total of 3318 jobseekers were referred to 

trainings at the Vocational Training Centres, of which 884 candidates were women. We must keep in mind that the 

Pandemic has contributed to the failure to include a larger number of Unemployed in the ALMM (Based on the 

decisions of the Government, MH and NIPH)   

5. With the support of the EYE project, curricula and teaching packages have been developed based on the 

Occupational Standards in the qualifications: Chef, Bartender and Confectioner, and around 250 copies of these 

books have been printed for the use by candidates to be included in the VTC, as well as 30 copies of the Curriculum 

Framework.  

With support from the GIZ project, the Curriculum Framework and the curriculum for the Metalworking profile 

have been finalized and applied for accreditation to the National Qualifications Authority with the Metalworking 

profile. 

With the support of DVV International, the training packages were printed for the profiles of Tailor, Tile Layer, 

Plasterer and in ICT; 

From the project financed by IPA-2017 funds, "Increasing the competitiveness of Kosovo's digital economy", the 

supply of furniture and ICT equipment for 8 classes has been contracted in 7 Regional Centres of Kosovo. The 

realization of the youth training service foreseen for 60 persons inside a center, with a total 8X60 = 480 for a 

year, has not started due to the circumstances created by the COVID-19 Pandemic.  

6. In the framework of the KODE project - Under the component "Youth Online and Upward Program (YOU), 

funded by the World Bank (WB) provided for the provision of training for young people. The Terms of 

Reference (TR) have been finalized and are ready for publication but due to the circumstances created by the 

Pandemic, the training process is yet to start. 

7. We are in the process of upgrading the EARK Website. The EARK website has passed the development phase 

designed according to ToR and testing will be carried out in January 2021, while Implementation will begin in 

February 2021  

8. The module "Accidents at work and health problems related to the workplace" has been prepared and will be 

included in the Labour Force Survey (LFS) in Q1 2021. While the publication of data divided by regions for the 

main indicators of the Labour Force Survey will start during 2022, since currently VET data are published only 

on nationwide level.  
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 Reform measure #20: Improvement of social services and empowerment of excluded 

groups 

Stage of reform 

implementation 

(1-5)50 

Activities 

planned for 

2020 

1. Drafting and adopting the Law on Social and Family Services;  3 

2. Drafting and adopting the Concept Document for the Law on Social Assistance Scheme; 3 

3. Adopting the Law on Local Government Finance and Administrative Instruction on the funding 

formula for social and family services; 
3 

4. Drafting and adopting regulations for registration of socially-owned enterprises; 5 

5. Adopting the Administrative Instruction and Manual for the implementation of the Poverty Test for 

social categories; 
3 

6. Supporting the licensed non-governmental sector with subsidies for the provision of social services 

(50 licensed beneficiary NGOs); 
4 

7. Developing vocational training programs for social workers; 4 

Description of 

implementation 

and 

explanation if 

partial or no 

implementation 

1. The Concept Document on Social and Family Services was approved by the Government in March 2019, and, as a result, 

the Draft Law on Social and Family Services was drafted and prepared, while it will be sent to public consultations in the 

first quarter of 2021. 

2. MLSW, during 2019, with the support of and coordination with the World Bank, has drafted the Concept Document on the 

Reform of the Social Assistance Scheme, which was approved in 2020. With the approval of this Concept Document by the 

Government of Kosovo, the drafting of the new Law on the Social Assistance Scheme will begin, which will provide 

opportunities for wider coverage and inclusion of a number of families which, due to the criteria, have been excluded from 

benefiting from the Social Assistance Scheme program. 

3. Based on the Concept Document for the field of Local Government Finance, which was approved during 2019, the new Law 

on Local Government Finance was drafted, which provides for the creation of a Specific Grant for Social Services. The Draft 

Law has passed the public consultation phase, however, due to the fall of the Government, the Draft Law has not yet been 

approved by the Government and the Assembly. 

4. Four (4) regulations on socially-owned enterprises have been drafted and approved by the Government of Kosovo in 

August/2020, which enable the start of the process of registration of socially-owned enterprises. 

                                                 
50 0 = no implementation; 1 = implementation is the process of preparation; 2 = first steps have been taken; 3 = implementation is continuous with initial results; 4 = advanced implementation; 5 = Full (successful) 

implementation. 
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5. The Draft Administrative Instruction and the Manual/Guide for exemption from the payment of premiums and co-payments 

for social insurance for social categories have been finalized. 

6. Based on the public call of MLSW dated 27/12/2019, and the evaluation by the commission for selection of NGOs, for 

support with subsidies to NGOs that provide social and family services for 2020, beneficiaries of these projects are ten (10) 

licensed NGOs - shelters, in the amount of about 500,000.00 Euros, and according to the public call of MLSW dated 

10/09/2020, for public financial support to NGO projects in the field of social services, twenty-nine (29) Organizations 

providing social and family services have benefited in the amount of 275,000 Euros. 

7. The issue of training of individual social and family service providers licensed by the General Council for Social and 

Family Services (GCSFS) is related to the licensing process. Since the training process is related to the issue of 

accreditation of GCSFS and validation of training modules, this process is now regulated by 3 Administrative Instructions 

which this year were approved by the Minister of MLSW.  
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ANNEX 2: EXTERNAL CONTRIBUTIONS TO THE ERP 2021-2023 

Kosovo has established contractual relations with the European Union through the Stabilization 

and Association Agreement, and on this basis Kosovo has been invited to engage in structured 

dialogue on economic governance as a part of ongoing institutional cooperation between 

Kosovo and the EU.  

Economic Reform Program (ERP) 2021-2023 is a document drafted on a regular annual basis 

through which, by linking the medium-term macro-fiscal framework and economic policies 

with priority of the Government, the process of implementing reforms becomes clearer. ERP 

contains medium-term macroeconomic projections (including GDP growth, inflation, trade 

balance and capital turnover), budget plans for the next three years and an agenda for structural 

reforms that includes reforms to boost competitiveness and improve conditions for inclusive 

growth and job creation. 

For better coordination of the ERP process and following the European Commission 

Guidelines, the Government of Kosovo has appointed the Minister of Finance as National Co-

ordinator for ERP. The National Coordinator at the technical level was supported by: 

Department for Macroeconomic Policy and International Financial Cooperation at the Ministry 

of Finance for the part of the macro-fiscal framework, and the Strategic Planning Office of the 

Prime Minister Office for the agenda of structural reforms. 

The structure and content of the ERP are pre-determined by the European Commission 

Guidance Note on ERP. The program consists of three main chapters and includes: the 

macroeconomic framework, the fiscal framework and structural reform priorities for the next 

three years. 

For the structural reform agenda, area coordinators have been appointed as set out in the EC 

guidelines, as follows: Energy and transport market reform; Agriculture, industry and services; 

Business environment and reduction of the informal economy; Research, development and 

innovation and the digital transformation; Economic integration reforms; Education and skills; 

Employment and labour market; and Social protection and inclusion;  

During the 2020 the Economic Reform Program planning phase, individual meetings were held 

with all the area coordinators in the relevant ministries, while high level political meetings took 

place during the document development as well as workshops with representatives of 

ministries. 

The Economic Reform Program 2021-2023 has also been subject to inter-ministerial 

consultations, in accordance with Article 7 of the Government's Rules of Procedure, as well as 

public consultations through an electronic platform for consultations with civil society 

organizations. The finalization of the document was carried out based on the contributions 

received by the institutions, civil society and the public. 

The progress of the consultation process 

Consultations on drafting the ERP 2021-2023 took place since the very beginning of drafting 

process. In July/August 2020, the SPO held individual meetings with the relevant field 

coordinators from line ministries, while during the drafting of the document several meetings 

took place for the preparation of the measures of ERP 2021-2023 and their monitoring and 

reporting of measures from ERP 2020-2021. On November 16, a virtual meeting was held with 

the European Commission, the Minister of Finance and the coordinators of the Economic 

Reform Program to evaluate the proposed measures. 
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The Economic Reform Program was published for consultation with the public on the 

electronic public consultation platform on 2th of December 2020 and was open for comments 

until 24th of December 2020, according to the Regulation on Minimum Standards for Public 

Consultation. 

Following the closing of the consultation process, all contributions received were analysed and 

on the basis of them the necessary amendments to the document have been completed so that 

the final version is submitted to the government for approval and must be submitted to the 

European Commission no later January 31, 2021. 

 

Methods of Consultation Methods of 

Consultation 

Number of 

participants / 

contributors 

1. Publishing on the Web / Electronic Platform 15 working days  5 Contributors 

2. High level meeting between  GoK and EC    16/11/2020 30 participants 

3. Joint meetings with ERP Coordinators and Line 

Ministries: 

 Energy and transport market reform;  

 Agriculture, industry and services;  

 Business environment and reduction of the 

informal economy;  

 Research, development and innovation and the 

digital transformation;  

 Economic integration reforms;  

 Education and skills;  

 Employment and labour market;  

 Social protection and inclusion;  

 

 

 

 

 

 

 

 

 

 

 

 

5 participants 

3 participants 

5 participants 

 

3 participants 

6 participants 

 

5 participants 

 

5 participants 

6 participants 

 

Summary of contributions received during the consultation process: 

Contributions to the ERP 2021-2023 are mainly provided during the workshops held with line 

ministries. There was also contribution through the online public consultation platform. 

 

Other Issues:  

All received contributions have been reviewed by the Strategic Planning Office at the Office 

of the Prime Minister. Detailed report on received comments, contributors and status of 

contributions are presented in Annex no. 1 of this report. 

 

Next steps: 

The Economic Reform Program 2021-2023 has been finalized and proceeded for approval to 

the Government of Kosovo. 
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Detailed table with information for contributors, justifications for the accepted and rejected comments 
 

Economic Reform Program 2021-2023 

 General 

 Comments Commented 

by: 

Status of 

Comments 

Comments  

General The ERP covers (i) recovery from COVID-19 (ii) rules based fiscal 

policy and (iii) accelerated and diversified economic growth measures. 

In this sense, the ERP is only in fact narrowly a reform program, and 

instead might be best considered an Economic Governance and 

Investment Program (EGIP) combining these elements. Reforms would 

not normally include recovery financing and while reforms are necessary 

for inclusive and accelerated growth, the investment outlined here are 

beyond reform – and towards investments. 

UNKT Rejected The European Commission 

determines the rules and nature 

of the reforms through the 

methodology defined by them by 

setting the criteria and areas for 

drafting the PRE, which program 

derives from the European 

Semester but in the version for 

the Western Balkans and Turkey. 

General While the ERP suggest that a feasibility study will be undertaken, is it 

suggested that a ‘readiness assessment’ be undertaken alongside the 

feasibility study in order to assess installed and required capacities.  Such 

an assessment would also look at the political economy environment that 

has historically impeded the success of such highly technical programs, 

in order to identify the main drivers of change. 

UNKT Rejected The proposal of the Measures is 

made taking into account the 

government priorities and the 

financial and human capacity 

(MTEF) for their 

implementation. Therefore, no 

assessment of readiness for 

assessment is required. 

General While we are delighted to see the Sustainable Development Goals 

mentioned here, though it would be useful to provide deeper reference to 

Agenda 2030, given that beyond the SDGs mentioned here, there are a 

large number of additional goals and targets that support this agenda and 

can be part resources by international cooperation partners. 

UNKT Accepted The proposal of the Measures is 

made taking into account the 

government priorities and the 

financial and human capacity 

(MTEF) for their 

implementation. Therefore, no 

assessment of readiness for 

assessment is required. 

General The role of international cooperation partners, including the United 

Nations and International Financing Institutions has not been laid out 

despite the need for considerable external support including technical 

assistance. Moreover, the shift in official development assistance away 

from grants – from funding to financing – should somewhere be factored 

in to secure alignment and where possible – harmonization. 

UNKT Rejected IFC and technical assistance are 

identified throughout the 

document, especially in the 

section on Financing of activities 

and chapters 2 and 3 
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General The reform program refers to the Emergency Fiscal Package, measure 

14, as a good practice for the formalization of enterprises. However, 

this measure was not continued in the later measures. Is it intended to 

return the measure? 

UNKT Rejected IFC and technical assistance are 

identified throughout the 

document, especially in the 

section on Financing of activities 

and chapters 2 and 3 

General The plan makes multiple references to improving the environmental 

situation in Kosovo, however there is greater potential to seek in the 

context of the EU Green Agenda for the Balkans through circular 

economy and nature-based solutions in sectors like tourism. 

UNKT Rejected The recovery program does not 

provide for the continuation of 

this measure and as such is not 

included in the ERP 

General The tourism reform has strong points that direct an integrated policy 

making for the sector. Suggest to see the recovery of the sector also 

through the lens of tourism during COVID, what this means for the 

market offer and who are the tourists that the policy is targeting. 

UNKT Rejected The EU Green Agenda has been 

addressed in several areas of 

ERP, while in terms of Tourism, 

Kosovo is drafting the law on 

tourism and tourism strategy 

where it will be harmonized with 

the Green Agenda. 

General Ensure ex ante that Gender Impact Assessments are used to inform the 

planning of all programs and expenditures, according to best practices 

in gender responsive budgeting and in accordance with the 

requirements of the Regulatory Impact Assessment. These analyses 

should inform clear objectives, indicators and goals towards gender 

equality, including support for the identification of target groups and 

beneficiaries. 

KWN Rejected The analysis of the tourism sector 

is being compiled in the 

framework of the Tourism 

Strategy, which will include the 

impact of COVID-19 and the 

country's recovery through the 

strengthening of this sector. 

General Ensure that gender-disaggregated data for all beneficiaries are 

maintained in relation to all programs in accordance with the Law on 

Gender Equality, 183 and that such data be used to inform planning 

regarding envisaged project beneficiaries. Update data management 

systems to include a gender indicator, facilitating data management. 

KWN Accepted Gender Impact Assessment is 

already mandatory when drafting 

Concept Document. Tool 7. 

General Review the recovery plan in order to prioritize investments in social 

infrastructure, including health care, education, care services, social 

services, in particular for persons experiencing violence, and a safe 

environment. Investing in these areas is essential to establishing a strong 

foundation for an equitable and sustainable economy.184 These 

recommendations will contribute to the creation of thousands of jobs, 

thus contributing to long-term social well-being and eventually to the 

creation of new state revenues for social services in the future from 

increased employment, increased revenues from increased income tax 

for large businesses, and reduced tax evasion. 

KWN Rejected All planning as a part of ERP 

takes into account gender-

disaggregated data where 

available. 
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4.1 Identification of the main 

barriers to competitiveness and 

inclusive growth  

A comprehensive analysis of the number of women and men involved 

in the informal economy is still lacking. Women and men involved in 

this type of economy, did not benefit from state financial assistance to 

cope with the pandemic, due to the lack of contracts. 

KWN Accepted  This comment will be considered 

in future PRE cycles    

General Throughout the document, we suggest using the terms "man" and 

"woman" or "men and women" instead of the terms male and female, 

which do not refer to social roles but to the biological aspect 

KWN Rejected According to Law no. 05 / L-020 

on Gender Equality - which 

guarantees, protects and 

promotes equality between the 

sexes, as a fundamental value for 

the democratic development of 

society and sets out general and 

specific measures to protect and 

ensure the equal rights of women 

and men, the reference to both 

sexes is defined as females and 

males and not as women and 

men. 

 Data, respectively, percentages to be disaggregated by gender. Thus at 

least one can know the difference between the inclusion of women and 

men in the informal economy. 

 KWN Accepted. According to the availability of 

data, these disaggregated data by 

gender are provided. 

Macroeconomic and Fiscal Framework 

 

 
Comments Commented 

by: 

Status of 

Comments 

Comments  

 The macro-economic growth scenarios suggest a return to trend in 

2021, despite a high likelihood of another dismal growth year, given 

the challenges of a delivering a global vaccination campaign on time 

and the related challenges of normalizing demand and the supply chain 

which has inhibited growth. The implementation strategy should deal 

with the scenario that much of the work outlined here cannot really be 

initiated until late 2021. The assumptions underlying the macro growth 

need to be revisited.  

UNKT  The macroeconomic baseline 

has been built under 

conservative assumptions and 

most of the macro- fiscal 

projections have been 

converged with those of the 

IMF during the mission. In 

2020, as outlined in this 

version of ERP, real GDP 

growth is projected to decline 

by 6.7% compared to the 

previous year, while the actual 

data from the Kosovo Agency 

of Statistics suggest a lower 

decline in growth rate of about 
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- 5%, confirming the caution 

surrounding MoF projections.  

Also, we have highlighted in 

several parts of the document 

that the baseline scenario is 

surrounded by a high level of 

downside risks, which is 

presented in the “alternative 

scenario” section 

(incorporated in the final draft 

of the ERP).  

 The ongoing Development Finance Assessment and related Road Map 

(which have been discussed with MoF) are not included anywhere in 

the ERP, despite the DFA being positioned directly to support the 

economic reform program. The DFA should be mentioned here, 

particularly in relation to sustainable development finance. 

UNKT   

 There is no Financial Inclusion Strategy signalled here, despite such an 

assessment working to improve inclusive growth outcomes and 

strengthen financial markets, across many of the growth sectors 

outlined here. Such a strategy is needed, alongside the reform of micro-

finance and support for MSMEs 

UNKT Rejected The macro- fiscal framework 

of the ERP is more of the 

quantitative nature, focusing 

mostly on latest economic 

developments and macro- 

fiscal projections, rather than 

on providing analysis on 

strategies. Also, so far there 

has been no progress with 

regard to the drafting of a 

National Financial Inclusion 

Strategy.   

 In terms of providing the fiscal space necessary for the recovery, the 

program suggests reclassification of the veterans’ pension fund. 

However, a meaningful social welfare policy reform must take a more 

comprehensive approach which increases coverage of the poor. In the 

last years overall spending on social protection has increased but reach 

of the poor has decreased. 

UNKT  Providing the fiscal space and 

reclassification of the 

veterans’ scheme are two 

separate joint conclusions; 

decided by the EU and GoK. 

Priority Area I: Energy and transport market reform: 

 Comments Commented 

by: 

Status of 

Comments 

Comments  

Priority Area II: Agriculture, Industry and Services 
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 Comments Commented 

by: 

Status of 

Comments 

Comments  

Analysis of the main 

obstacles in Agriculture, 

Industry and Services / in the 

section: Activities in the 

services sector account for 74% 

of gross domestic product in 

2018 and employed 85.2% of 

the total workforce in 2019. 

Data to be disaggregated by gender. This is particularly important in 

assessing the impact caused by Covid-19. It is stated below that the 

impact of the pandemic on the services sector has declined 

significantly. Depending on the data disaggregated by gender, it can be 

understood whether the women or men involved in this sector have 

been most affected, and as a result, such information may inform and 

require the application of affirmative action during the economic 

recovery process.  

 

KWN Accepted According to the availability of 

data, these disaggregated data 

by gender are provided. 

Reform Measure #3: 

Structural changes in 

agriculture sector 

Page 57 Under Activities planned for 2022 we recommend adding:   

1. Improve MRM tools for measuring the impact of subsidies 

and Grants.  

 

This topic was discussed already among our PPSE project and MAFRD 

and is an activity that the PPSE project is willing to undertake in 

support to MAFRD. 

Embassy of 

Switzerland, 

Swiss 

Cooperation 

Office Kosovo, 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

Accepted Considering that the drafting 

of PRE is made on an annual 

basis and also taking into 

account that the recommended 

activity is for 2022, we think to 

propose this activity in the new 

cycle of PRE in order to meet 

the objectives by complying 

with and relying on regulations 

of the EU and 

recommendations. 

Reform Measure #3: 

Structural changes in 

agriculture sector 

PPSE in 2020 has contributed to public dialogue on subsidy scheme 

reform, supporting a study as a knowledge input, followed by several 

discussion forums involving both private and public sector stakeholders. 

Main conclusion of stakeholders was that a subsidy scheme reform is 

crucial to influences changes in productivity, such as introduction of 

output-based subsidies for a number of crops. The government has 

piloted output-based subsidies for raspberries. Other activities or further 

reforms related to the output based subsidies are not foreseen in the 

current strategy. 

Recommendation: Continue piloting the output-based subsidies for 

other cultures in 2021 with the aim of making informed decisions of the 

future reforms (if any) of the subsidy schemes. 

Embassy of 

Switzerland 

 

Swiss 

Cooperation 

Office Kosovo, 

 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

 

Accepted During the previous years, 

MAFRD through USAID has 

covered the small fruit sector. 

Referring to EU regulations 

namely Regulation (EU) 

No.1307, and 

recommendations from the 

Progress Report. MAFRD 

continues to harmonize its 

Program and will also continue 

to support the sector by 

specifying specific crops 

which also constitute reform.  

Reform Measure #3: 

Structural changes in 

2021 - Subsidizing agricultural loans for a period of 1 year as an 

economic recovery measure from Covid-19 (MF) to be increased: 
KWN Rejected Access to the loan subsidy 

application has been facilitated 
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agriculture sector  facilitating access of women farmers to apply for loans. for both sexes by the 

respective institution. 

Reform Measure #3: 

Structural changes in 

agriculture sector  

 

Add an Outcome Indicator:  

 

‘Number of beneficiaries of agricultural loan subsidies, disaggregated 

by gender data’ 

 

KWN Rejected The methodology of the 

European Commission 

provides no more than 3 

outcome indicators so this 

comment is not taken as a 

basis. 

Reform Measure #4:  

Increase of competitiveness in 

the manufacturing 

industry 

 

 

Activities mentioned and targets are low and do not represent the work 

that is done in the field by other donor agencies such as SDC, USAID, 

GIZ, etc.  

Recommendation: we suggest that the drafter of this part conducts a 

quick information gathering exercise to present real picture of activities 

under this reform measure, as it is an important one. As for SDC 

funded PPSE, in 2021 will supports activities similar to those proposed 

by the government, mainly in terms of promotion, digitalization, 

certification, supporting SMEs with technology, etc. 

Embassy of 

Switzerland, 

Swiss 

Cooperation 

Office Kosovo, 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

Rejected The comment is not 

straightforward.  

 

The activities proposed by MTI 

and KIESA have foreseen the 

activities that are implemented 

with the support of donors and 

are also reflected in the costing 

tables.  

Reform Measure #4:  

Increase of competitiveness in 

the manufacturing 

industry 

 

 

Design programs that: a) include affirmative action according to the 

LGE, such as favouring proposals that include a balance of women and 

men employees; b) improve the scope of information targeting women, 

in particular with information about opportunities; and c) design 

subsidy programs with different criteria targeting women only, as an 

affirmative action (KIESA) 

KWN Rejected It is not envisaged as an activity 

of the proposing institution.   

Reform Measure #4:  

Increase of competitiveness in 

the manufacturing 

industry 

   

 

Outcome indicator: Percentage of KIESA subsidies supporting women-

owned enterprises 
KWN Rejected The methodology of the 

European Commission provides 

for no more than 3 outcome 

indicators. 

Reform Measure #4:  

Increase of competitiveness in 

the manufacturing 

industry/  Expected impacts 

on social outcomes, such as 

employment, poverty 

reduction, gender equality: 

particularly in the framework of support through affirmative measures 

by KIESA, specified in the framework of the activities specified above 

and the relevant indicators and in the application of affirmative measures 

in employment, in accordance with the Law on Gender Equality. 

 

KWN Rejected As they are not foreseen as an 

activity by the proposing 

institution, the comment in this 

part is removed. 

Reform Measure #5: Increase 

of competitiveness in the 

Drafting and approval of the Tourism Sector Strategy and action plan 

(Ministry of Trade and Industry). PPSE contributes with the provision of 
Embassy of 

Switzerland, 

Accepted  
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tourism and 

hospitality sector    

 

expertise for drafting the strategy, including facilitation of the tourism 

stakeholders’ inputs and methodology for drafting and structuring of the 

strategy. (Contribution around 10,000 Euro). 

Swiss 

Cooperation 

Office Kosovo, 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

Reform Measure #5: Increase 

of competitiveness in the 

tourism and 

hospitality sector    

b. Planned activities for 2022: 

Recommendation: Improvement of tourism statistics methodology and 

reporting and statistics (in close cooperation with Agency of Statistics of 

Kosovo) 

Embassy of 

Switzerland, 

Swiss 

Cooperation 

Office Kosovo, 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

Accepted Since this proposal is for 2022 

and taking into account that the 

ERP is drafted each year this 

recommendation will be included 

in the new cycle of the ERP 

2022-2024 

Reform Measure #5: Increase 

of competitiveness in the 

tourism and 

hospitality sector    

 

Outcome indicators under measurement 5: 

The projected recovery of the industry in the tables is very optimistic. 

WTTC foresees that the tourism industry will reach the 2019 levels only 

in the beginning of 2025. 

Recommendation: we suggest you revise the indicator tables under this 

reform measure to make them more realistic. 

Embassy of 

Switzerland, 

Swiss 

Cooperation 

Office Kosovo, 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

Rejected The first indicator means all 

foreign visitors who visit 

Kosovo, this includes members 

of the Diaspora who have a 

foreign passport. (Depending on 

the situation, a large number of 

diaspora visiting Kosovo is 

expected). 

Calculations have been made 

excluding the negative effect 

from the Pandemic 

Reform Measure #5: Increase 

of competitiveness in the 

tourism and 

hospitality sector    

 

Promoting Private Sector employment”/ PPSE implemented by 

Swisscontact and the Riinvest Institute that works in the area of 

improving competitiveness of the SME in the sectors of Agriculture and 

Tourism 

Embassy of 

Switzerland, 

Swiss 

Cooperation 

Office Kosovo, 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

Accepted Calculations have been made 

excluding the negative effect 

from the Pandemic 

The Government through its 

Programs aims to improve the 

situation of the sector, generate 

new jobs and improve 

competition. Therefore, in the 

coming years, these issues 

continue to remain a priority in 

our programs, always 

cooperating with our donors. 
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Reform Measure #5: Increase 

of competitiveness in the 

tourism and 

hospitality sector    

Activity: Financial support to businesses in the development of 

rural tourism and agro-tourism (MAFRD), giving priority to 

women-owned businesses, as an affirmative action in accordance 

with the LGE. 

KWN Rejected This is explained in Expected 

Impacts on Social Outcomes, 

such as Employment, Poverty 

Reduction, Gender Equality 

Priority area III. Business environment and reduction of informal economy 

 Comments Commented 

by: 

Status of 

Comments 

Comments  

Reform Measure #7: Eliminate 

legal barriers and reduce 

bureaucracy 

Reform Measure 8#: General 

Inspection Reform 

The “Investment Climate” project implemented by IFC working on 

improving the business regulatory framework via simplification and 

reduction of business licences and permits as well as the Business 

inspection reform 

Initially we would like to inform you that the above mentioned 

“Investment Climate “project funded by the Swiss State Secretariat for 

Economic Affairs and implemented by IFC contributes directly to the 

priority measures number 7 and 8 of the programme, the former related 

to the reduction of the administrative legal barriers through the 

simplification and reduction of business licences and permits and the 

latter measure 8 on the inspection reform.  

In the narrative description on the funding (how are these activities going 

to be funded) it mentions only the WB loan and there is no mentioning 

of the IFC “Investment Climate “project which is a grant funding from 

the Swiss State Secretariat for Economic Affairs and it has a time frame 

2017 -2022, directly contributing to these two measures.   

In this regard we wanted to ask you to make it explicit that except for the 

loan of the WB there is also a grant funding from SECO provided which 

is implemented by the IFC in Kosovo (part of the World Bank group).   

Embassy of 

Switzerland, 

Swiss 

Cooperation 

Office Kosovo, 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

Accepted  

Priority Area IV. Research, Development and Innovation (RDI) and Digital Economy 

 Comments Commented 

by: 

Status of 

Comments 

Comments  

Priority Area V. Trade related Reforms 

 Comments Commented 

by: 

Status of 

Comments 

Comments  

Priority Area VI. Education and Skills 

 Comments Commented 

by: 

Status of 

Comments 

Comments  

Priority Area VII. Employment and Labour Market 
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 Comments Commented 

by: 

Status of 

Comments 

Comments  

Reform measure #20: 

Improve and expand public 

employment services and 

vocational training, increase 

employment of the long-term 

unemployed, youth, women 

and other vulnerable groups 

The “Enhancing Youth Employment’ project implemented by Helvetas 

Swiss Intercooperation and the MDA working on improving the labour 

market activity and reducing unemployment especially among the 

youth, mentioned in your document under measure number 20 

Embassy of 

Switzerland, 

Swiss 

Cooperation 

Office Kosovo, 

Swiss State 

Secretariat for 

Economic 

Affairs – SECO 

Accepted According to EARK, all 

activities that include ALMMs 

are summarized and generalized 

within measure 20 (i.e. not 

specified in detail) and as you 

can see in the estimated cost of 

activities and source of funding: 

for the implementation of these 

measures donors such (ALLED, 

GIZ, DVV, EYE, Lux, 

Development) are also listed). 

Area analysis  The provisions of the Labor Law which regulate maternity, paternity 

and parental leave continue to be discriminatory against women. This 

is the case due to the fact that these provisions are not aligned with the 

EU Directives, specifically with the Work-Life balance directive. In 

order to reduce gender-based discrimination at work, there is a need for 

a new pattern of maternity leave, which is to be paid by the state, to 

remove the burden of payment from the employer. Further, the 

provisions of the Labor Law which is being drafted should be regulated 

by giving fathers paid leave, in accordance with EU directives, to 

encourage them to take leave and share the burden of child care. The 

burden of care continues to be among the main factors that prevent 

women from advancing in careers or being part of the workforce. The 

burden of care and unpaid work of women have been specifically 

emphasized especially in the context of the pandemic. The labor law 

urgently needs to be amended to ensure adequate state support and to 

finance a more appropriate distribution of childcare payment among 

parents; 

 KWN Accepted This text proposed in the analysis 

has been shortened and adapted 

according to the limited 

possibility to be included as the 

EC ERP Drafting Guide requires 

a limited number of pages of the 

ERP document. 

Reform Measure #20: Improve 

and expand public employment 

services and increase the 

employment of the long-term 

unemployed youth, women and 

other vulnerable groups 

.... by taking into account the equal number of participating girls and 

boys, in line with the LGE. 
KWN Rejected For the selection of the winning 

projects, the criteria are 

determined based on which the 

best projects are selected, and the 

number cannot be determined / 

reserved for how many girls or 

boys since all are equal in the 

competition.  
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Area analysis Paragraph added to the Analysis - Job loss due to pandemic, threats to 

male identity, prolonged isolation and women's limited ability to escape 

abusive relationships have contributed to increased cases of domestic 

violence. Both sexes, men and women, have faced economic hardship 

as a result of layoffs and unemployment. However, existing social 

norms and power relations have undoubtedly placed women in a 

particularly precarious economic position amid COVID-19. Given 

traditional gender roles, care responsibilities have made women more 

vulnerable to job loss and poverty, especially single mothers and 

women caring for people with disabilities. 

KWN Accepted Partially accepted in the 

analysis section, the text has 

been shortened and adapted 

according to the limited 

possibility to be included as the 

EC PRE Drafting Guide 

requires a limited number of 

pages of the PRE document. 

Area analysis Paragraph added to the Analysis - Another structural issue that requires 

the government to address economic development and welfare is the 

lack of affordable and accessible public care centers. This structural 

issue is one of the main issues undermining women's labor force 

participation in Kosovo. Investments in care centers provided by the 

Agency for Gender Equality, in the framework of measures for 

economic recovery are a positive example, however, more government 

efforts are needed. Evidence across the world, especially in Kosovo, 

illustrates that investing in care can create thousands of new jobs, while 

having added benefits, transforming currently unpaid and unknown 

work into a paid one; provide better protection for this work (e.g., 

workers' rights and pensions); enable more women to work, given their 

traditional role of care, as a key challenge for women involved in the 

workforce in Kosovo; thus, increase tax revenues from increased levels 

of women's employment; improve children's educational outcomes 

through early education; and use education. In Kosovo, placing 

childcare in line with EU Objectives is estimated to contribute to 9,989 

new jobs as teachers, € 50.6 million in new income and € 2 million in 

income tax paid per year.176 Composite positive impacts may be even 

greater, given that women who are currently at home and providing care 

would be able to be included in the workforce. Investing in caring for 

children with disabilities and the elderly can contribute to new jobs in 

addition. 

KWN Partially 

accepted 

In the analysis section, the text 

has been shortened and adapted 

according to the limited 

possibility to be included as the 

EC PRE Drafting Guide 

requires a limited number of 

pages of the PRE document. 

 The emergence of informality as a result of COVID indicates that jobs 

in Kosovo before COVID were not realistic perhaps to reformulate it? 

- The unemployment rate has decreased from 29.6% in 2018 to 25.7% 

in 2019. However, the decrease in the unemployment rate is more 

related to the removal of labour force from the informal market as a 

result of measures under the Emergency Fiscal Package for businesses 

AGE Accepted   
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in order to reduce the impact of COVID 19 than to job creation. 

Priority area VIII. Social Inclusion, Poverty Reduction and Equal Opportunities 

 Comments Commented 

by: 

Status of 

Comments 

Comments  

Area analysis 20 Measure 10 of the Government of the Republic of Kosovo through 

the proposal for: "Financial support for projects and initiatives aimed 

at strengthening the role of women in the society and the economy - 

Economic Recovery Program 2020". Implemented through AGE 

where 115 kindergartens, pre-school education institutions in the 

private sector are directly supported million euro. 

AGE Accepted  

Reform measure # 21: 

Improve social and health 

services and empower excluded 

groups  

Improvement of social and health services and empowerment of 

marginalized groups is an area of particular interest to UNDP. In 

addition to the measures proposed, we believe that a review of the 

current Service Delivery Models (SDMs) and Standard Operating 

Procedures (SOPs) should accompany the proposed measures. This 

area should also review and upgrade welfare, social protection and 

disability services. Moreover, options to consider fully automated 

service delivery hubs and mobilize services would free up fiscal space 

and remove geospatial inequalities. 

UNKT Accepted Measure 21 envisages the 

Drafting and approval of the 

Law on Family Social Services 

and the Law on Social 

Assistance Scheme and bylaws 

(MLSW), which are expected to 

have an impact on current 

service delivery models (SDMs) 

and standard operating 

procedures (SOPs); also 

reviewing and improving 

welfare, social protection, and 

disability services. 

Reform measure # 21: 

Improve social and health 

services and empower excluded 

groups 

Under this measure, invest in the care economy, which could create 

thousands of new jobs in Kosovo, allow more women to work due to 

increased availability of care, improve children's educational outcomes 

and contribute to economic growth and increase state revenues. 

Invest in gender equality as part of economic recovery measures, as 

international research has shown that advanced gender equality has 

significant economic benefits 

 KWN Accepted This is given in the form of a 

general comment, and 

throughout the obstacles and 

analysis of Measure 21 these 

elements were mentioned being 

referred to under this comment. 

Reform measure # 21: 

Improve social and health 

services and empower excluded 

groups 

Drafting and approval of the Law on Family Social Services and the 

Law on Social Assistance Scheme and bylaws (MLSW) - This law 

should include recommendations in the framework of civil 

consultation, while during its drafting, the rules of social assistance 

should be changed to provide benefits for individuals, not families, thus 

ensuring that all citizens have access to benefits regardless of gender, 

ethnicity, ability, location, sexual orientation or any other characteristic 

that may impede their equal access to benefits within of the current 

 KWN Rejected It cannot be decided on the 

content of the Laws in question 

within this document (ERP 

2021-23).  
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model of man headed household; 

Reform measure # 21: 

Improve social and health 

services and empower excluded 

groups 

The same objective derives from the Medium Term Expenditure 

Framework 2021-2023 and the amended 2020 Budget Law. In the 

chapter “social protection”, the MTEF mentions that the main objective 

remains to increase social welfare through expansion and increase of 

quality, provision of social and family services, with a specific focus on 

vulnerable groups and gender equality. ” 

However, the MTEF does not specify how this objective will be 

achieved through the relevant ministries. Therefore, the Ministry of 

Finance should be engaged in cooperation with the Agency for Gender 

Equality, to finalize the institutionalization of gender responsive 

budgeting. 

Budget circulars encourage budget organizations to submit an annex to 

their budgets, including data on gender responsive budgeting, in order 

to meet their obligations under the Law on Gender Equality. 

 KWN Rejected This is a comment which will be 

considered to be implemented in 

the framework of ERP 2022-24, 

as currently the Measure does 

not address gender budgeting 

issues for this year, but it can be 

addressed and included in the 

next ERP in the framework of 

structural interventions.   

Reform measure # 21: 

Improve social and health 

services and empower excluded 

groups 

Comment on the Indicator - Increase support and funding for the 

provision of social services, through the licensed non-governmental 

sector and social enterprises, with a particular focus on vulnerable 

groups and gender equality. 

 KWN Accepted  

Reform measure # 21: 

Improve social and health 

services and empower excluded 

groups 

Proposed Indicator - Finalize the concept for the institutionalization of 

gender responsive budgeting and implementation of gender responsive 

budgeting by all government institutions at all stages of budget 

planning, implementation and evaluation. 

 KWN Rejected Indicators are set to measure the 

impact of the activities included 

in the Measure and this proposed 

indicator does not match the 

interventions planned in this 

Measure. 
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ANNEX 3: LIST OF PERFORMANCE INDICATORS 

                                                 
51Source of information: KAS / Border Police, Tourist traffic at border crossing points. 

#1: Reducing Energy Consumption through Energy Efficiency Measures: 

Indicators: Baseline 

2020 

Intermediate target 

2022 

Target 

2023 

MWh saved through Installation of meters for 

measuring the consumption of central heating and 

thermostatic valves.  

0 67,000 MWh, or 30%   N/A 

MWh saved through and household energy 

efficiency measures 
0  

98855 

MWh 

Technical and commercial losses in the KEDS 

distribution network 
19.05% 16.48% 15.66% 

#2: Increasing diversity of energy sources: 

Indicator Baseline 2020 Intermediate target Target 2023 

Energy generated by RES 322,870 MWh 607,078 MWh 793,722 MWh 

Levels of CO2 emissions 6.68 tonne < 6.68 6.0 tonne 

Renewable energy share in the total final 

energy consumption 

25% > 25% > 25% 

#3: Structural changes in the agriculture sector: 

Indicator 
Basis 2019 Intermediate target Target 

2023 

Share of export of agricultural products (1-24) in total 

export (1-98) 
17.1% 20% 23% 

Share of import of agricultural products (1-24) in total 

import (1-98) 
21.7% 18.9% 16.8% 

Increase of areas with agricultural crops 21% 23% 26% 

#4: Increasing competitiveness in the production industry: 

Indicator Basis 2019 Intermediary indicator2021 Target 

2023 

BVSH (MVD) of Manufacturing Industry 

per capita (Euro) 465 521 577 

Share of processing industries exporting 

companies in Sector C 16,81% 18% 21% 

Number of companies supported for product 

certification for the EU market 
4 62 120 

#5: Increasing Competitiveness in the Tourism and hospitality Sector: 

Indicator  Baseline 2019 Intermediate target 2021 
Target 

2023 

Number of arrivals of foreign visitors51 4,962,335 

5,210,452  

excluding the negative 

effect of the pandemic 

5,731,497 

GDP (Gross Domestic Product by 

economic activity: Hotels and 

Restaurants) 

1.4 % 1.5 % 2 % 

Number of jobs by accommodation 

activities and food services 
6,4 % 6.8% 7.5% 

#6: Increase competitiveness in the sector of trade in services: 

Indicator Baseline  

2019 

Intermediate indicator 2021 Target 

2023 
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52Source from KAS, Labor Force Survey 
53Source from KAS, Labor Force Survey 

Contribution of tradable services in GDP 

(%) 

5.3%  7.5%  

The value of exports in services €1.6 billion    € 1.9 billion  

#7: Removing legal barriers and reduction of bureaucracy: 

Indicator  Baseline year  Intermediate target 2021  Target 2023  

Reduction of permits and licenses 2014 

480 permits  

 

At least 10% of licenses and 

permits simplified, merged 

and/or abolished 

 

Repeal of bylaws that have no 

legal basis 

1623 bylaws At least 5% of bylaws that 

have no legal basis have been 

repealed against the 2020 

baseline.  

At least 5% of 

bylaws that have 

no legal basis 

have been 

repealed against 

the 2020 

baseline. 

Reduction of inspection bodies 2020 

36 
2021 

36 
2023 

18 

#8: Establishment and functionalisation of the Commercial Court:  

Indicator Baseline 2019 Intermediate indicator 2022 Target 2023 

1. Solving the backlog of cases 10% reduction of 

the backlog and 

100% solving of 

new cases/110% 

efficiency 

35% reduction of the 

(cumulative) backlog and 

100% solving new 

cases/125% efficiency 

60% reduction 

of the 

(cumulative) 

backlog and 

100% solving 

new cases/ 125% 

efficiency 

2. Duration of dispute resolution 2 years 1.5 years 1 year 

#9: Reducing informality in the real estate sector: 

Indicator Baseline Intermediate target Target 

2023 

Duration of the process for recognizing 

informal property transactions 
2021 

18 months 

2022 

18 months 

14 months 

Updating the cadastral register with accurate 

data of legal holders 
2018 

50% 

2021 

60% 

 

70% 

#10: Reducing the Informal Economy: 

Indicator  Baseline 2019 Intermediate indicator    

2021 

Target 2023 

Increase in tax revenues compared to 

the previous year 

10.4 % 3.5 % 7.5% 

Rate of employees without contract52 16% 14% 12% 

Rate of employees with a contract53 84% 86% 88% 

#11: Improvement of research, innovation and entrepreneurship environment: 

Indicator:  Baseline year 

2020 

Intermediate target 

2021 

Target  

Functionalization of the National 

Science Council  

2020 

/ 

2021 

YES 

2022 

/ 

Direct financial support for innovative 

projects 

2020 

20% 

2021 

70% 

2022 

70% 

#12: Extension of relevant ICT networks infrastructure and services for socio-economic development: 

Indicator  Baseline  Intermediate target  Target   
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Percentage of population using 3G and 

4G mobile services 

 

2019 

72.53 % 
2021 

76 % 
2023 

80 % 

Number of ICT trainees on digital 

economy 

0 2040 3060 

Users based on gender who have had 

internet access in their home or 

apartment: 

- Men 

- Women  

2019 

 

55.8% 

38.7% 

2021 

 

56.5% 

40% 

2022 

 

57% 

41% 

#13: Trade facilitation through reducing the cost of trading transactions: 

Indicator Baseline 

2019 

Intermediate target 

2021 
Target 2023 

Custom Clearance Time in Hours, 

Unit / Hours 

Import 130 min 110 min 100 min 

Export 75 min 65 min 55 min 

Increase in the percentage of electronic 

customs declarations (paperless concept) 
70% 80% 90% 

#14: Further development of quality infrastructure and empowerment of the role of market 

surveillance authorities: 

Indicator Baseline 2019 Intermediate target 2021 Target 2023 

Export of construction products 13.4% 14.5% 16. 0% 

Import of construction products 9.34 % 9.2% 9.1 % 

Trade deficit for construction products 3.87 % 3.69 % 3.63 % 

#15: Increasing the inclusion and quality in early childhood education: 

Indicator 

 

Baseline 

2021  

Intermediate 

target 2022 

Target 2023  

Number of trained educators working according to the 

core curriculum 100 400 800 

Number of children aged 0-6 years in preschool institutions 

as planned with the construction of new preschool 

institutions 

 

20.8% 

 

22.0% 

 

23.2% 

Gross pre-primary enrolment rate (5 years) 

  
(2019) 

92.50% 

 

93.0% 

 

94,5% 

#16: Implementation of the new curricular framework in the system of vocational education and 

training system: 

Indicator 

 

Baseline    

2021 

Intermediate target 2022 Target 2023 

% of vocational education and training 

institutions (VETI) that implement the 

new core curriculum. 

25% 50% 75% 

% of VETI teachers trained on 

implementation of the core curriculum. 

25% 50% 75% 

% of students in vocational education 

participating in workplace-based 

learning. 

10% 10% (20%) 30% 

#17: Increase and Quality Assurance in higher education by strengthening the KAA and profiling 

higher education institutions: 

Indicator 

 

Baseline year   

2021 

Intermediate target 2022 Target 2022 

 

Number of HEIs monitored by KAA 8 10 18 

Number of higher education programs 

revised in line with the labour market 

 

0 

 

2 

 

4 
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#18: Improving and expanding public employment services and increasing the employment of the long-

term unemployed youth, women and other vulnerable groups: 

Indicator Baseline 2019 Target 2021 Target 2023 

% of young people who benefit from 

participation in active labour market 

measures out of the total number of 

ALMMs offered per calendar year. 

33% 34% 36% 

% of women who benefit from 

participation in active labour market 

measures out of the total number of 

ALMMs offered per calendar year. 

37% 39% 41% 

% of Youth in NEET in the 

population aged 15 - 24. 
32.7% 31.7% 30.7% 

#19: Improving social and health services and empowering excluded groups: 

Indicator   Baseline 2019  Target 2021 Target 2023  

Increasing the coverage of families 

living in poverty by social assistance 

schemes. 

50% 60% 80% 

Increasing support and funding for the 

provision of social services through the 

licensed non-governmental sector and 

social enterprises with particular focus 

on vulnerable groups and gender 

equality. 

50  80 120 

Collecting health insurance 

contributions. 
0 0 60% 
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ANNEX4: THE INVESTMENT CLAUSE  

 

In 2012, as part of the Program with the International Monetary Fund (IMF), the 

Assembly approved the amendments in LPFMA, including the adoption of the so-called 

fiscal rule. Among other things, this means a yearly restriction of maximum state 

borrowing of 2% of Gross Domestic Product (GDP), despite the Government's capacity 

to obtain more financing for capital projects of public importance.  

In the meantime, the Government of Kosovo identified the need for additional space for 

financing major capital projects and, in 2015, the negotiations for a third IMF programme 

were launched, which among other things, would allow the relaxation of the fiscal rule. 

In other words, for major capital projects with strategic importance, the government 

would be able to enter into debt above the 2% fiscal rule for a period of 10 years, with the 

main condition to not exceed 30% of total debt of the country. This would provide the 

Government of Kosovo with additional fiscal space, approximately 1.8% above the 2% 

fiscal rule. This was known as "the amendment of the investment clause" and it 

represented the adoption of the necessary legislative changes by the Assembly of Kosovo, 

in January 2016.  

The Government of Kosovo remains committed to include capital projects implemented 

through the "investment clause" in the budget process on a balanced manner, following 

that financing of these projects be based on debt sustainability analysis (long-term). 

It is important to note that the Covid-19 pandemic has had a significant impact on the 

slow-down of the implementation of projects planned for 2020. Measures taken to 

manage the effect of the pandemic on public health, have caused a slowdown in economic 

activity that has been brought about numerous problems for most businesses in the 

country and the vulnerable groups of our society. To address the economic damage caused 

by the pandemic, the Government of Kosovo has drafted a Plan for Economic Recovery, 

parts of each of which will be financed through the Investment Clause. 

 

Projects that are included in the Investment Clause are briefly described below: 

 

1. Financing for the recapitalization of the Kosovo Credit Guarantee Fund - In 

order to facilitate access to financing for businesses, part of the program for economic 

recovery from the crisis caused by the covid-19 pandemic, is the re-capitalization of the 

Kosovo Credit Guarantee Fund (KCGF). The total KCGF recapitalization financing is 

expected to be EUR 40 million through a financing agreement with the European 

Investment Bank (EIB), expected to be signed in 2021. 

2. COVID-19 Emergency Response Public Sector Financing Facility –– This project 

is part of the economic recovery program for the health sector with the Council of Europe 

Development Bank. The total value of the loan is 35 million euros, while the interest rate 

is subsidized by the Council of Europe Development Bank (CEB) up to 1 million euros. 

The financial agreement has been ratified by the Kosovo Assembly and has entered into 

force. The first disbursement of 17.8 million euro has been executed in 2020, while the 

rest is expected to be disbursed this year. 
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3. COVID-19 Emergency Project for Kosovo – this project has been negotiated and 

ratified in 2020. The main purpose of the project is to support the Kosovo Government in 

the fight against the covid-19 pandemic. The main components of the project are related 

to coverage of social transfer expenditures that have happened in 2020, as well as the 

medical equipment component. The total amount of the project is 46 million euro, as well 

as 2 million euro grant from the World Bank. Up to date 28 million euro have been 

disbursed, while the procurement of medical equipment is being done by UNOPS. The 

remaining portion is to be disbursed in 2021.  

4. VISP: Vital Infrastructure Emergency Liquidity Loan - Due to the COVID-19 

pandemic, vital infrastructure service providers in the Republic of Kosovo have 

consistently faced revenue losses. In the absence of liquidity or any additional 

government support, these enterprises are at significant risk of financial collapse. In order 

to avoid this risk, the Government of Kosovo has negotiated this emergency loan 

agreement to support the vital infrastructure with the European Bank for Reconstruction 

and Development. The value of the loan is EUR 30,000,000 with a duration of 3 years. 

The financial agreement has been ratified at the end of 2020. The first disbursement of 10 

million euro is expected to happen in 2021, while the remaining portion later in the year 

as on-lending.  

5. Financial Sector Strengthening Project – The implementing institution for this 

project is the Kosovo Credit Guarantee Fund (KCGF), and the objective of the project is 

to improve access to finance for micro, small, and medium enterprises by strengthening 

the financial and technical capacity of KCGF. The financing/legal agreement with 

IDA/World Bank has been ratified by the Kosovo Assembly and completely disbursed. 

As a result of the approval of the Law on Economic Recovery, the KCGF can cover more 

than 50% of the guarantees for specific investments and cover the respective fees for 

businesses.  

6. Rehabilitation of the Railway Line 10 - the implementing institution for this project 

is the Public Enterprise "Infrakos" Prishtina. Initially, the total cost of the project is 

estimated to be around 194.5 million euros, with the EBRD and the EIB financing half 

while the European Union the other half of this project. The financial agreements with 

the EBRD and the EIB have been signed and ratified. In terms of EU contribution, the 

first and second grant agreements have already been signed and ratified. But, due to 

changes in the market price in the meantime and the need for additional experts, the total 

value of the project is expected to be around 255 million EUR. As a high priority project 

for the EU, parity with international financial institutions (EBRD and EIB) will be 

maintained to seek additional funding for this project. A grant application will be 

submitted to WBIF in parallel. Civil works for Phase 1 have started at the beginning of 

2019, while for Phase 2 are expected to start in 2021. Detailed design for Phase 3 is 

expected to start in 2021 .The first disbursement from the loans and the donation 

agreement was realized during 2019, and due to delays in implementation the amendment 

of the loan agreement with EIB has been signed in November 2020, whereby theloan 

availability date has been extended until 2022. 

7. Rehabilitation of the Iber-Lepenc – the implementing institution for this project is 

the Public Enterprise of "Iber Lepenc'' and the assessment of the total cost is Eur 25 

million. The agreement between the Republic of Kosovo and the World Bank was ratified 

during 2017 and the first disbursement was made in January 2018. By August 2020, 18% 
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of the total loan amount has been disbursed. The Ministry of Economy and Environment 

is in discussion with the Bank related to a possible restructuring of the project.  

 

8. Rehabilitation of regional roads - the implementing institution for this project is 

the Ministry of Infrastructure. The Financing Agreement was signed and ratified, and the 

project is worth Eur 29 million with EBRD financing. Civil works have commenced in 

May 2019, and all contracts are signed. The agreement for an extension of the grant to 

cover additional consultant services to support the project implementation unit up to the 

amount of 450,000 EUR has been signed at the end of 2020. 

9. Implementation of the feasibility study for medical equipment for secondary 

and tertiary care - The planned budget for 2020 is 2,000,000 euros, for 2021 is 

18,000,000 euros, for 2022 is 33,000,000 euros, the total value of the project is 

53,000,000. This project is expected to be financed through loans with the Council of 

Europe Development Bank and the European Bank for Reconstruction and Development. 

10. Youth Involvement and Entrepreneurship - Due to the pandemic, project 

discussion has been postponed to start later during 2021. 

11. Construction of the Highway N9 Prishtina - Peja (SEETO Route 6 A) segment 

Kiev - Kline to Zahaq - the implementing institution for this project is the Ministry of 

Infrastructure. The cost of the project is 193 million EUR. The Loan Agreement with the 

EBRD was signed in 2017 and with EIB in the second half of 2018. In January 2019, and 

a 1 million EUR agreement was signed between the Republic of Kosovo and the EIB as 

part of the ERI Initiative for support during implementation. It is expected that during this 

year we will receive a grant of 100,000 euros from the EBRD for road financing and 

institutional study. The process for the selection of the works supervisor has been 

completed and the tender for works has been launched. 

12. Competitiveness and Export Readiness - the implementing institution for this 

project is the Ministry of Trade and Industry (MTI) and the Ministry of Labour and Social 

Welfare (MLSW). The project of Eur 14.3 million is financed by the World Bank and the 

first disbursement was made in July 2019. By August 2020, 2% of the total loan amount 

has been disbursed. 

13. Additional financing for the Agricultural and Rural Development Project - the 

agreement for this project was signed between the Republic of Kosovo and the 

International Development Association- World Bank during 2017 and the agreement was 

ratified by the Parliament. The estimated cost of the project is Eur 20.8 million and the 

first disbursement was made in March 2019. By August 2020, 28% of the loan amount 

has been disbursed. 

14. Wastewater Treatment in Prishtina (Construction of Wastewater Treatment 

Plant in the Prishtina region) - The Ministry of Environment and Spatial Planning (now 

the Ministry of Economy and Environment) is the implementing institution of this project. 

The financing of the project is provided through the framework agreement between the 

Government of the Republic of Kosovo and the Government of the Republic of France, 

which was ratified during 2017. Based on the agreement, the project is worth 86 million 

EUR. Implementation started in the second half of 2020, where the design tender has been 

launched. This contract is expected to be signed in the first trimester of 2021 in order for 

the detailed design to start. In parallel, the Ministry of Finance is working to secure the 

financing from the French Development Agency (AFD) for the Kosovo contribution.    
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15. Construction of Ring Road Prishtina – the implementing institution for this project 

is the Municipality of Prishtina. The project is in the feasibility study phase, which is 

being financed by the European Bank for Reconstruction and Development, has started 

in September 2020. 

16. Kosovo Digital Economy (KODE) – the Ministry of Economic Development is the 

implementing institution for this project. The estimated cost of the project is USD 25 

million and the legal/financing agreement was signed in 2018 with IDA/World Bank. The 

first disbursement was made in November 2019 and 7% of the amount has been disbursed 

so far. 

17. Construction of Wastewater Treatment Plants in Mitrovica - Mitrovica Regional 

Water Company is the implementing institution for this project. The project is being 

evaluated by the EBRD (as the main financial institution) and the EIB, which will co-

finance the project, and will be supported by a grant from the Western Balkans Investment 

Framework (WBIF). Agreements with these institutions are expected to be signed in the 

first part of 2021, which must then be ratified by the Assembly. 

18. Gjilan Wastewater Treatment Development Project - the Gjilan regional water 

company is the implementing institution for this project, which has an estimated value of 

EUR 23 million, to be financed by the EBRD and the EIB. The EUR 10 million financial 

agreement with the EBRD was signed in May 2020 and ratified in parliament on 23 July 

2020, while the EUR 11 million agreement with the EIB was signed in May 2020 and has 

been ratified in the end of 2020. The project is expected to start implementation during 

2020. 

19. Wastewater Treatment Project in the Municipality of Podujeva - the 

Municipality of Podujeva is the implementing institution of this project. The loan 

agreement in the amount of 5.35 million euros was signed with UniCredit Bank Austria 

AG, on behalf of the Government of Austria, in 2018. The first disbursement for the 

project was made in 2019 and 80% of the amount has been disbursed so far. 

20. Construction of Water Supply System in the Municipality of Ferizaj - The 

Municipality of Ferizaj is the implementing institution of this project. The loan agreement 

in the amount of 5.125 million euros was signed in November 2018 with Raiffeisen Bank 

International, which operates on behalf of the Government of Austria. The first 

disbursement for this project was made in 2019 and by August 2020 47% of the amount 

has been disbursed. 

21. Construction of Water Supply Scheme in the Municipality of Istog - Municipality 

of Istog is the implementing institution for this project, which is financed through a loan 

in the amount of 5,094 million euros. The financial agreement was signed in November 

2018 with UniCredit Bank Austria AG, which acts on behalf of the Government of 

Austria. The first disbursement for this project was made in 2019 and so far (August 2020) 

67% of the loan amount has been disbursed. 

22. Wastewater Treatment Project in the Municipality of Shtime - The Municipality 

of Shtime is the implementing institution for this project, which is financed through a loan 

in the amount of 2,385 million euros. The financial agreement was signed in November 

2018 with UniCredit Bank Austria AG, which acts on behalf of the Government of 

Austria. The first disbursement for this project was made in 2019 and so far (August 2020) 

67% of the loan amount has been disbursed. 
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23. Construction of Water Supply System in the Municipality of Gracanica - The 

Municipality of Gracanica is the implementing institution for this project, which is 

financed through a loan in the amount of 5.115 million euros. The financial agreement 

was signed in November 2018 with UniCredit Bank Austria AG, which acts on behalf of 

the Government of Austria. The first disbursement for this project was made in 2019 and 

so far (August 2020) 75% of the loan amount has been disbursed. 

24. Real Estate Cadastre and Spatial Infrastructure Project (REGIP) - the 

implementing institution for this project is the Kosovo Cadastre Agency. The financial 

agreement in the amount of 14.6 million euros with IDA was signed in February 2019. 

The agrement was ratified in August 2020 and first disbursements are expected to start 

within this year. 

25. The Public Transportation Project, Municipality of Prishtina – Prishtina’s Public 

Enterprise ‘Trafiku Urban’ is the implementing institution for this project, which has an 

estimated total cost of Eur 10 million. The project is financed by EBRD and its 

implementation started in 2016. After the completion of the project, now the loan is being 

repaid. 

26. Replacement of Asbestos – Cement Pipes in Gjakova Municipality - Replacement 

of the water supply pipe lines of asbestos - cement material, which were installed 55 years 

ago, in the town of Gjakova. Through this investment, the need to support the supply of 

drinking/tap water for the next 30 years will be fulfilled. The implementation agency is 

the Municipality of Gjakova. The project has been approved by National Investment 

Committee (NIC) and will be financed through The Agreement between the Government 

of Republic of Kosovo and Government of Hungary for the Establishment of a 

Framework Program for Financial Cooperation (Law No.05/L-153). Negotiations of the 

Financing Agreement are subject to the procedures as per the Law No.05/L-153. 

27. Waste Water Treatment Plant in Ferizaj Municipality – This project includes the 

design, construction and maintenance of collecting systems (Wastewater Treatment Plant) 

in Ferizaj Municipality. This project will be implemented by Municipality of Ferizaj. 

Project has been approved by National Investment Committee (NIC) to be financed 

through The Agreement between the Government of Republic of Kosovo and 

Government of Hungary for the Establishment of a Framework Program for Financial 

Cooperation (Law No.05/L-153). Negotiations of the Financing Agreement are subject to 

the procedures as per the Law No.05/L-153. 

28. Sewage System in Deçan Municipality - Zone 1: Sewage system for Strellc villages. 

Zone 2: Sewage system for Dubovik villages and part of Isniq village. Zone 3: Sewage of 

villages Lëbushë, Isniq and Prapaqan. This project will be implemented by the 

Municipality of Deçan. The project has been approved by National Investment Committee 

(NIC) to be financed through The Agreement between the Government of Republic of 

Kosovo and Government of Hungary for the Establishment of a Framework Program for 

Financial Cooperation (Law No.05/L-153). Negotiations of the Financing Agreement are 

subject to the procedures as per the Law No.05/L-153. 

29. Catchment for Drinking Water in Verboc village/Drenas Municipality - The 

construction of the catchment for drinking/tap water in Verboc village, will supply 

drinking/tap water in Drenas Municipality. This project will be implemented by 

Municipality of Drenas. Project has been approved by National Investment Committee 

(NIC) to be financed through The Agreement between the Government of Republic of 
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Kosovo and Government of Hungary for the Establishment of a Framework Program for 

Financial Cooperation (Law No.05/L-153). Negotiations of the Financing Agreement are 

subject to the procedures as per the Law No.05/L-153. 

30. Environment and Greening the Land Project – this Project is expected to be 

financed by the World Bank, respectively the International Development Association at 

around 21 million dollars. The purpose of the project is to demonstrate the risk-based 

approach for contaminated land management at selected sites and improve the country’s 

policy and institutional capacity for managing land contamination. The financing 

agreement is expected to be signed in 2021.  

31. Project for the Construction of Besi-Merdare Highway (Peace Highway) – this 

project is financed by the European Bank for Reconstruction and Development and the 

European Investment Bank, with total amount of the project around 200 million euro.  

The project is part of the Western Balkans Investment Plan drafted by the EU, and up to 

date it has benefited around 45 million euro of investment and technical assistance grant. 

The project qualifies for 40% grant support, as such it is expected that Kosovo will apply 

for an increase in the amount of grant during 2021. The financing agreements are expected 

to be concluded in 2021. 

32. Blue Economy for Sustainable Development Project -  this is a new project that 

will cover the water sector in the country and will be discussed and finalized with the 

World Bank during 2021.  
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ANNEX 5: ECONOMIC IMPACT ASSESSMENT OF 4 STRUCTURAL REFORM 

MEASURES  

ERP Measure # 11: Reducing the Informal Economy - Increase in direct tax revenues 

1) An increase in direct tax revenues is assumed as a result of increased inspection efforts. 

More specifically, the scenario assumes a gradual increase in effective direct tax rates over 

the 2021-2023 from 7.9% to 10% on all labour incomes (PIT) and from 3.2% to 5% on 

capital incomes (CIT and Real Estate taxes). In this scenario, there is no distinction between 

increased rates and increased tax base - we are here looking at increased effective tax rates 

(i.e. incorporating either change). 2) The simulations for this scenario indicate that a 

revenue-based adjustment in Kosovo could lead to an increase in GDP growth. Under this 

scenario, real GDP growth increases by a cumulative amount of 0.2 % between 2020 and 

2023, driven by higher government savings (+1.8 %) and investment (+9%). This result is 

intuitive, as the increase of taxes shifts private income and consumption to government 

savings. Increased savings, whether used by the government itself for additional investment 

spending or placed in the banking system for private investment, lead to higher investment, 

resulting in accelerated capital accumulation and higher GDP growth. 3) The government’s 

operational budget surplus improves by more than 1.8 pp of GDP over the medium-term, 

reflecting higher tax revenues and a reduction in government consumption54. The increase 

of effective direct taxes rates leads to an increase of tax revenues (+1.9 pp of GDP). Indirect 

taxes revenues drop by -0.1 pp of GDP as a result of falling consumption relative to the 

baseline. 4) The impact on the external account is minimal. Imports are shifted from 

consumer to higher investment demand, including capital and equipment goods. However, 

the overall result shows a small decline in imports. Also, exports volumes decrease slightly 

as a result of wage increases in export sectors. 5) Higher capital accumulation benefits 

relatively more sectors that are capital intensive, leading to lower relative prices for capital 

and higher wages. As a result, the value added of mining, construction and other 

manufacturing sectors increases. 6) The underlying growth mechanism of the model is the 

standard Harrod-Domar growth model (no forward-looking behaviour). The simple 

mechanism is that the additional fiscal consolidation increases domestic savings; however, 

the results are only valid for the specific closure of the model. If increased revenues lead to 

reduced external debt, this should be reflected in a reduction of the current account balance 

offsetting the increased savings from the government. In case of reduced domestic debt, this 

should lead to increased investment along the lines described above. 7) Increasing direct tax 

rates and increased government savings have positive distributional implication. The 

increase in taxes will slow the consumption growth for all type of households. However, 

increasing wages tend to benefit the poorest/middle income deciles, where the increased 

wage impact is partly offsetting the impact of increase in tax payments leading to less fall in 

consumption. The reverse is true for higher income deciles. However, the households 

belonging to the poorest decile will also experience higher income and consumption 

declines, as these households have significant incomes from agriculture land rather than 

labour.   

ERP Measure #1: Reducing Energy Consumption through Energy Efficiency 

Measures – Reduction in energy losses and subsidy requirements 

1) The scenario focuses on the energy sector in Kosovo. The analysis simulates an 

elimination of energy subsidies from the current level of 3.5 % of GDP through effective 

tariff adjustment. We expect this measure to impact the real, fiscal and energy sectors in 

different ways. In addition to strengthened government savings, higher prices on energy and 

on products using energy as intermediary input could lead to efficiency gains as consumption 
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is decreased. Reduced subsidies would not only support fiscal consolidation but also 

investment through higher government savings. 2) Elimination of energy subsidies in Kosovo 

will raise GDP growth in market price by 0.2%. The elimination of government subsidies in 

the country leads to a cumulative increase in GDP growth in 0.2% driven by higher 

investment growth (+9 %). This takes into account the impact of lower output in the energy 

sector when prices increase as well as the negative immediate impact on energy-intensive 

sectors. As a result of higher prices of energy and of products using energy as an intermediary 

input, consumption growth slows by 3% in Kosovo while shifting away from high energy-

intensive products. 3) Higher government savings from lowering subsidies is slightly offset 

by an increase in government nominal consumption. The higher capital accumulation 

benefits capital intensive sectors, resulting in further demand of labour and acceleration in 

wages rates to clear the labour market.  4) Analysis of the impact of real value added by 

sector shows that mining, manufacturing and construction benefit from higher investment 

activity. In these sectors, cumulative changes in value-added amount to 0.1-4.0 % of GDP. 

In contrast, activity declines not only in the energy sector but also in labour and energy 

intensive sectors. 5) The higher energy prices are hurting the lower income households more 

than higher income households, as their electricity constitute higher budget shares for lower 

income households.   

 

ERP Measure #9: Establishment and functioning of the Commercial Court – 

Reduction in Capital Risk Premiums 

1) The third scenario assumes that the risk premium in the Kosovo economy is reduced by 

5% over the baseline scenario. The impact is simulated by assuming an increase of foreign 

financing (CAB) by 3.9% pp to GDP in 2022 and 2023. 2) The simulations for this scenario 

suggest the positive impact on real GDP growth could be very significant (Table 2).  As in 

the previous scenario, growth is driven primarily by higher investment growth (+11.3 %), 

followed by private consumption (+4.5 %) and exports (+1.6 %). Higher investment is 

supported by increased external and private savings. At the same time, the increase in 

government nominal consumption as wage pressures and higher subsidy requirements leads 

to lower public savings as revenues are growing slower than expenditures. 3) The cumulative 

medium-term effects of a reduction in risk premiums on GDP growth is 2.1% from 2020 to 

2023. Accelerated capital accumulation and lower capital rental rates benefit capital 

intensive sectors and lead to reductions in the relative prices for capital intensive goods. With 

no labour supply response, labour wages will continue to rise rapidly. 4) Higher capital 

accumulation benefits capital intensive sectors. Value added in these sectors grows relatively 

more than other sectors which are more labour intensive – in particular, we expect to see a 

sharp decline in Hotels and Restaurants sector. This sector is very significant for the services’ 

exports and has more limited scope for increasing output prices, than domestic market 

oriented sectors. 5) Higher capital accumulation results in higher consumption and welfare 

for all, but with increased inequality.  Higher capital incomes due to accumulation will 

benefit the existing owners of capital and higher saving rates more than those households 

depending more on labour incomes. 

 

ERP Measure #20: Increased employment due to targeted training of unemployed 

                                                 
54

 Increased capital accumulation benefits sectors which are more capital intensive, leading to a reduction in the relative price of capital and 

increase in wages. Higher labour wages increase the public services supply deflator and increase nominal consumption for a given real public 
consumption level. 

 



 

185 

 

1) In the fourth scenario explores the impact of increasing labour employment for 

Household deciles 1-5 by 1.5% pa. This measure is expected to add 1.0% to the 

employment by 2023. This measure is not expected to result in additional expenditure. 

However, the increased labour supply is expected to reduced wages pressures throughout 

the economy and result in a 0.3 pp of GDP reduction in consumption expenditure over that 

of the baseline by 2023 as well as higher a 0.3 pp of GDP higher government savings. 2) 

Real GDP is expanding by 0.4% over the baseline. Private consumption is subdued and 

only increased by 0.1% over the baseline – due to slower consumption growth in higher 

deciles (see below). Investment and exports growth are up 0.7-1.0% over the baseline. 

Wages are projected to be growing by 2.6% slower than the baseline. 3) With increased 

employment, most sectors will expand, with the most labour-intensive sectors expanding 

most over the baseline. Accommodation and restaurants will grow by 3.8% and 

professional services grow by 1.1% over the baseline. The most capital-intensive sectors 

(Agriculture and real estate) will see a small contraction over the baseline. 4) The targeted 

employment effort leads to higher incomes and consumption growth for the lower deciles 

over the baseline. The higher deciles consumption growths will be a little slower as prices 

are increasing for capital intensive goods (real estate) with higher consumptions shares for 

higher deciles. Consequently, the inequality will be reduced. 
 

Table 1: impact of ERP measures #11, #1, #9, and #19: Government Accounts, (cumulative 2021-2023) 

 (% of GDP – Impact, Change from the Baseline) 

 
Impact  

(Measure 11) 

Impact  

(Measure 1) 

Impact  

(Measure 9) 

Impact  

(Measure 20) 

Revenues 1.8% 
-0.9% -0.4% 

0.0% 

  Direct taxes and profit shares 1.9% 
-0.1% 0.0% 

0.0% 

  Indirect taxes -0.1% 
-0.6% -0.2% 

0.1% 

  Other 0.0% 
-0.1% -0.2% 

0.0% 

Expenditures 0.0% 
-3.9% -0.2% 

-0.3% 

   Government consumption 0.1% 
-0.1% 0.1% 

-0.3% 

   Transfers and subsidies -0.1% 
-3.7% -0.3% 

0.0% 

Operational balance 1.8% 
3.0% -0.1% 

0.3% 

 

Table 2: impact of ERP measures #11, #1, #9, and #20: National Accounts (cumulative 2021-2023) 

  Impact, Change from Baseline 

  
Impact (Measure 

11) 

Impact (Measure 

1) 

Impact (Measure 

9) 

Impact (Measure 

19) 

Real GDP  0.3% 
0.2% 2.1% 0.4% 

   Consumption -1.2% 
-2.6% 2.3% 0.1% 

      Private Consumption -1.4% 
-3.0% 2.7% 0.1% 

      Government Consumption 0.0% 
0.0% 0.0% 0.0% 

   Investment 6.0% 
9.0% 17.8% 1.0% 

   Exports -0.4% 
-0.8% -3.9% 0.7% 

   Imports 0.3% 
-0.7% 7.0% 0.3% 

Labour wage index 2.3% n/a 4.4% -2.6% 

GDP Deflator 0.4% n/a -0.3% -0.1% 
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Labour Employment 0.0% n/a 0.0% 1.0% 

Private savings (% of GDP) -0.3% n/a 0.3% 0.0% 

Fiscal balance (% of GDP) 1.8% n/a -0.1% 0.3% 

Current account (% of GDP) -0.2% n/a -3.9% 0.0% 

 

Table 3: impact of ERP measures #11, #1, #9, and 19: Real Household Consumption & Gini coefficient (2020-23) 

  Impact, Change from Baseline 

  
Impact (Measure 

11) 

Impact (Measure 

1) 

Impact (Measure 

9) 

Impact (Measure 

19) 

Decile 1 -1.4% -3.0% 2.7% 0.1% 

Decile 2 -0.6% -3.4% 1.4% 0.5% 

Decile 3 -0.8% -3.0% 1.9% 0.8% 

Decile 4 -1.1% -3.5% 1.2% 0.7% 

Decile 5 -1.2% -3.3% 1.8% 0.8% 

Decile 6 -1.5% -3.7% 1.8% 0.9% 

Decile 7 -1.4% -3.2% 2.5% -0.3% 

Decile 8 -1.5% -3.0% 2.8% -0.4% 

Decile 9 -1.4% -3.1% 3.3% -0.2% 

Decile 10 -1.4% -3.1% 3.2% -0.1% 

Gini  -0.3% 0.4% 1.0% -0.5% 
 

 

 


