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Abstract 
The economy of countries in the Balkans as a whole and Kosovo face greater challenges which requires 
undertaking substantial reforms in order to increase competitiveness of products of the countries in the Bal-
kans, not only in the Balkan market but in the European and world market as well. Different economic and 
financial crisis bear great impact in the overall development thus countries with rather sensitive economy, 
underdeveloped private sector, high degree of informality in the economy, lack of foreign investments and a 
great number of other weaknesses must be extremely vigilant and focus their capacities to easily and quickly 
overcome such difficulties and emerge from these cyclic crisis with as little damage as possible to the overall 
economy and especially domestic businesses.  

Similar to a large number of places, the economic and financial crisis affected Kosovo businesses that face 
numerous difficulties such as lack of government fiscal incentives, lack of legal infrastructure for their protec-
tion from unforeseen circumstances and situations, disloyal competition, high loan interest rate, inability to 
utilize professional staff proven throughout the world and some other factors that influenced in Kosovo econ-
omy to become highly dependent on the import with little growth of its productivity.  

Regardless of the reforms Kosovo Government undertook to overcome the economic crisis and endeavours 
to establish reforms that will allow Kosovo business to breathe, these actions remain flawed with regard to 
what should have taken place and what the country could do in current conditions where Kosovo business 
has vital need for comprehensive and advantageous reforms. With this paper we therefore wish to emphas-
ize steps undertaken until now and steps that must be undertaken in the future to create a favorable and 
competitive environment for Kosovo businesses.  
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1. INTRODUCTION 

Business and economies of different countries go through various periods of crisis from time to time which 
affect the overall social development of countries. Given the fact that now the world gone through essential 
changes as a result of globalization in all walks of life and thus in terms if economy, as wll, where opportuni-
ties for transfer of capital from one country to another country are great, then the probability that any drip of a 
cyclical crisis in a certain place in the world to have an impact on the rest of the world since the result of co-
operation between the economies of different countries is quite large. Even Kosovo which is characterized by 
a fragile economy, without financial markets, with a large trade deficit, even though it cvaqn be said that it 
was not affected by the effects of occasional crises it still had delays in some sectors as a result of these 
crises or even as a result of not taking adequate measures in order to attenuate the negative effects that 
have had an impact on the local economy. 

It is of great importance to have known or measurable early indicators which point towards the crisis because 
as early as you can see trends in surface of appearance of any crisis then the opportunities to undertake 
anti-crisis measures are greater. Therefore we can conclude that in general the crisis is a risk of systemic 
character that touches and affects the economic activity of all entities that are operational, therefore real 
analysis and discovery of facts seeks to encourage the businesses, corporations, potential investors, trading 
and manufacturing companies and all state institutions and different groups of businesses, business associa-
tions and chambers of commerce, that the crisis is in some way, a kind of epidemic, which systematically 
affects everyone, without exception. 

Normally chances that occasional crises can impact the economic activity of a company or corporation and 
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its impact intensity is different in various corporations but it certainly will affect many businesses. How much 
would a business corporation be affected by the effects of a crisis depends on a number of factors relating to 
the sector where a corporation carries on business, depends on the structure of corporate activity, depends 
on the availability of the corporation to make the adaptation of its activities with other activities, depends on 
what capital or funding sources it uses to finance its primary activity or changes associated with adaptation of 
their activity as well as on a number of other factors which may have an impact on the activity of the overall 
corporation. 

It is known that Kosovo, as well as other countries of the Balkan region, is characterized by the absence of 
financial markets such as it is the case in Kosovo or financial markets not too developed as is the case with 
some other Balkan countries but despite this we cannot say that the Balkan region is a closed region or that 
Kosovo's economy is a closed economy. Kosovo's economy is characterized by a high degree of imports of 
goods and services from different countries therefore we can conclude that even though there is a large 
trade deficit, communication channels of Kosovo’s economy with those of the region, Europe and beyond, 
are quite numerous. Kosovo's economy as well as the one of different countries of the Balkans is characte-
rized by the small businesses that do not have a stable base for funding periods when crisis (when they ap-
pear) situations and their activity is not immune to the crisis. 

2. PURPOSE AND THE OBJECTIVES OF THE STUDY  

The purpose of this paper is to examine the steps that have been taken by the Government of Kosovo with 
the purpose of assisting Kosovar businesses in order to facilitate them to go through the cycle of their busi-
ness crisis or crises which those businesses may suffer from the influence of external factors since the Ko-
sovar economy is mainly based on imports and therefore the impact of crises from other countries may have 
an impact on businesses which do business with countries of the region and beyond. 

Even thoug it was said that the financial crisis of 2008 and subsequent ones have had no impact on the Ko-
sovo economy since Kosovo's economy does not have financial markets and there is no great participation 
of Kosovo exports to other markets we may still conclude that this crisis and other crises have had and in the 
future will have an impact on the economy and also in Kosovo businesses. 

While some of the countries of the region during the crisis were in a recession we are pleased with economic 
growth of 2-5% which is brought from 2008 to 2013. This growth considering the high rate of unemployment 
that exists in Kosovo, the high level of poverty, non-competitiveness of local products with those of the region 
and a number of other constraints do not allow a convenience but require that the government on the one 
hand to take drastic steps in a number of different economic spheres demanding structural reforms in legisla-
tion, other infrastructure and different governmental departments which would t will help businesses to acce-
lerate the recovery of Kosovo which would have chain effect on the Kosovo economy in general. Kosovo 
government has undertaken several business reforms which made Kosovo to rise in the rankings of place to 
do business but it has not made other reforms or rather have been deficient in other activities which would 
enable various businesses to facilitate doing business. 

Recognition of crisis and evaluation of its effects is related to the fact that often the  response should be on 
the block. Businesses which have difficulties and decline due to the business life cycle, as it is generally the 
construction sector in our country, have other issues compared to the businesses the activity of which is 
focused on the food sector, or with businesses that are focused on the tourism sector. However, reaction and 
protection of the interests should be collective. Very often, people of politics, sometimes even the media, and 
in some cases the businesses, treat problems of the crisis as disconnected, or as biased.    Crises and over-
coming them requires a high degree of interaction between the public and private sector. Smart public poli-
cies are those that consider private business as their       partner. An active private business which develops 
and grows quickly is a steady and a strong base for a consolidated state budget, and the opposite a busi-
ness in trouble needs an encouraging climate and public, fiscal and administrative support. 

Some of the elements that have had an influence in Kosovo businesses have been as follows: 

First, the significant reduction of household consumption, lack of financial resources in households; 

Second, higher interest rates have had a negative effect in funding businesses; 

Third, use of remittances mainly for consumption but not for direct investments in economic capacities; 

Fourth, growth or non-reduction of unemployment; 

Fifth, allocation of a large portion of the state budget on road infrastructure but not in allocations in manufac-
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turing capacity which would have had an impact on overall economic development; 

Sixth, the increase of percentage in outstanding loans on time is a parameter that expresses a real concern 
and it measures the fact that the economy is in trouble. 

 
The past four years (2008-2011) have been the most difficult years for the international economy and the 
European Union, since the global crisis of 1939. The international crisis of recent years has been more em-
phasized in the EU, since Europe, besides the international financial crisis, was faced with budget deficits 
crisis of member countries, ranging from Greece, Italy, Ireland, Portugal, Hungary, the Baltic countries etc. 
But during this period, even though we had to deal with a crisis in these countries, remittances from Koso-
vars did not decline. With the exception of 2009, when remittances declined symbolically, in other years in 
Kosovo remittances have increased steadily and they brought over 500 million euros a year, data confirmed 
by the Central Bank of Kosovo. According to the Central Bank of Kosovo, Kosovo remittances have contin-
ued to grow by 1.2% in the first half of 2011. Even in 2010 remittances in Kosovo increased by 1.3%. 
These and a number of other factors are also determining factors of the ability of Kosovo businesses to 
make business and some of these factors are factors on which the government has not been able to affect 
such as the e amount of remittances but could have had an impact on channeling them in good investments 
and not in the consumption which is mainly made from imported goods. 
The government does not open new jobs but creates the possibility for their opening in this case the unem-
ployment rate will decrease and the reduction of poverty and other chain effects on local businesses as well. 
Channeling budget in several major infrastructures projects but not in projects that would affect the growth of 
productive capacity of Kosovo businesses and the reduction of the dependence of imported products are 
some of the elements which should have been and should be urgently taken by relevant state institutions. 
Kosovo has a high potential for agricultural production and for building processing capacities of these prod-
ucts which would enable not only the reduction of the import of these products but also the employment 
growth of a large number of people including those in the agricultural and industrial capacity. 
 
So far, some of the steps that have been undertaken by government institutions are: 
 
 1. Subsidy of several activities with an emphasis on agriculture; 
 2. Facilitating and accelerating the procedures for business registration; 
 3. Facilitation of some customs procedures; 
 4. The guarantee of deposits to 2000 Euros; 
 5. Reducing the tax on business income. 
 
But the undertaking of these steps did not have the expected impact because Kosovo manufacturers and 
Kosovo businesses are still faring numerous difficulties which have played a decisive role that although there 
have been some actions and reforms of government institutions they still have not played the effect which is 
intended by the government. 
If we analyze only the effects of the reforms outlined above we can conclude that those steps shave not 
been sufficient and have been deficient since we are in a situation where: 
1. The level of subsidy for agricultural activities has not created conditions for local products to be competi-

tive against those imported neither in terms of price nor quality. 
2. Facilitation of business registration procedures was not followed by other facilities in obtaining other ne-

cessary permits to develop the activity for which they have invested their capital. 
3. Facilitation of customs procedures has failed to stop the informal economy which developed mainly from 

import goods since the import export ratio today is 88/12. 
4. Although the guaranteed deposits are up to 2000 we still have the highest rates of interest in the region 

and beyond and it directly affects the difficulty of financing various projects by businesses in Kosovo. 
5. Reduction of taxes on corporate income from 20% in 2009 to 10% is not accompanied by the combat of 

informal economy the rate of which, according to statistics of different institutions of the economy, ranges 
from 28-33% from the gross general product which for 2013 was EUR 5,800,000.00 in Kosovo.  

 
Kosovo, despite these measures taken by the Government, still faces the highest level of imports compared 
to    exports which indicates additional commitments are required in order to stimulate domestic production. 
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Table 1: Kosovo exports and imports with all the countries 

Year Export Import Difference 
Coverage          
percentage  

        
 

2004 56,567 1,063,347 -1,006,780 5.3 

2005 56,283 1,157,492 -101,209 4.9 

2006 110,774 1,305,879 -1,195,105 8.5 

2007 165,112 1,576,186 -1,411,074 10.5 

2008 198,463 1,928,236 -1,770,213 10.3 

2009 165,328 1,935,541 -1,770,213 8.5 

2010 295,957 2,157,725 -1,861,769 13.7 

2011 319,165 2,492,348 -2,173,184 12.8 

2012 276,100 2,507,609 -2,231,509 11.0 

2013 293,919 2,450,363 -2,156,444 12.0 

 Source: MTI, Kosovo Trade; 2014; page 8 

But the situation with exports and imports of Kosovo is not good either with the region where Kosovo with all 
the countries have trade deficits. 

Below are tables on exports and imports of Kosovo with the countries of region for the first six months of 
2012 and 2013. 

Table 2: Exports to the first half of 2012/2013 in the countries of the Region, values 000 € 

Year January - June January - June 

  2012 2013 

Albania 18,850 20,412 

Macedonia 12,821 12,634 

Montenegro 8,443 9,449 

Serbia 6,890 5,897 

BiH 992 1,632 

Croatia 1,266 1,562 

Moldavia 9 7 

Total exports 49,271 51,593 

      Source: MTI, The ratio of trade exchanges January - June 2013, page 6 

As seen from the table above, Albania is the most important destination for Kosovo exports, covering over 
13% of total exports. Imports from Albania are over two times higher than the exports, but compared with 
other countries in the region, imports from Albania are still at a low level. 

The main characteristic of trade exchanges of Kosovo with Albania is that they are increasing from year to 
year, imports as well as exports. 
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Table 3:Imports in Kosovo,the first half of 2012/2013 from CEFTA countries,where the values are 000 € 

Year January – June January - June 

  2012 2013 

Albania 42,851 54,131 

Macedodnia 137,734 87,830 

Montenegro 3,619 3,907 

Serbia 117,710 126,005 

BiH 35,970 33,503 

Croatia 31,985 47,426 

Moldavia 35 40 

Total imports 369,907 352851 

      Source: MTI, The ratio of trade exchanges January- June 2013, page 7  

In the EC Progress Report for Kosovo 2010 three main barriers faced by businesses in Kosovo are identi-
fied: 
The first barrier is related to the unreliable supply of electricity and water which are particularly serious for 
manufacturing SMEs. 
Also, as one of the main barriers to rapid development of SMEs, as determined, is the limited access to 
finance. 
The third barrier is related to the insufficient rule of law, which affects all citizens of Kosovo. 

3. RESEARCH QUESTION - METHODOLOGY OF TREATMENT 

The purpose of this paper is to review what actual steps have been undertaken by the state institutions so 
that the economics in general and businesses in particular not to get affected by the different cycles of crises 
involving businesses but also to help businesses overcome difficulties of their occasional cases as a result of 
those streams. We are witnesses that as a result of the 2008 financial crisis not only in the US but also in 
many other European countries despite dealing with a liberal economy the state still had to intervene in the     
banking system either financially assisting many major banks with the aim of saving them from bankruptcy or 
to intervene in the creation of such legislation in order that such situations are not repeated in the future. 

Based on this relevant Kosovar institutions have tended to undertake a number of actual steps that would 
create a favorable climate for business, to arrange for Kosovar businesses to be equal to the conditions of 
doing business offered to businesses in other countries, however based on the responses received from a 
number of Kosovo businesses we can say that the businesses are not satisfied with the steps which were 
taken by institutions due to the obstacles that arise in their business either because of shortcomings in legis-
lation or due to failure to legislation by the authorities. 

With the aim of analyzing these steps which were taken by relevant institutions and analyzing the situation of 
doing business in Kosovo we have prepared a questionnaire and sent it to a    significant number of Kosovar 
businesses from whom we asked to answer a number of questions which we deemed relevant and which 
can give a clearer picture of their situation and their perception of the steps taken by the government. Of the 
total number of over 10,000 businesses registered in Prishtina region and which develop business (informa-
tion obtained from the Tax Administration of Kosovo) we analyzed the information returned by 100 business-
es of different activities that have been answered and their perception on doing business, their difficulties 
and other elements that accompany their daily activities. 

4. ANALYSES- INTERPRETATION OF DATA  

In order to accomplish this paper we have interviewed 100 businesses in various activities mainly from Pris-
tina because it is also the largest economic center of Kosovo where we have submitted sever questions to 
business leaders in which they have responded mainly with Yes or No. 
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Table with questions and answers by various respondents 

 

No. Research question Yes No 

1 Do you think that doing business in Kosovo is difficult? 98 2 

2 
Did you increase turnover from 2008 onwards? 
 

54 46 

3 
Did you increase employment from 2008 onwards? 
 

30 70 

4 
Did you increase profit from 2008 onwards? 
 

32 68 

5 
Do you think that the Government has undertaken sufficient steps to overcome 
the business difficulties in Kosovo? 
 

7 93 

6 
Did you benefit from any subsidies or grants from the Government of Kosovo? 
 

26 74 

7 
Do you think that the conditions of doing business in Kosovo are more favorable 
compared to other countries in the region? 
 

19 81 

8 
Do you think that the legal infrastructure is sufficient to protect your investments 
in Kosovo? 
 

34 66 

9 
Would you transfer your business activity in the region or abroad if you had the 
opportunity? 
 

74 26 

10 
Do you think that the Government should do fiscal political reforms in order to 
create a more favorable climate for businesses? 
 

92 8 

 

From the information obtained from the interviews which were conducted with a significant number of busi-
nesses we can emphasize that most of them are not satisfied with the conditions that exist for doing busi-
ness in Kosovo and believe that doing business is very difficult and this does not come as a result of the 
taxation system in Kosovo because fiscal charges in Kosovo are quite small but this difficulty is caused by 
other associated elements of business activities such as: 

Considerably high scale informal economy which affects an unfair competition compared to businesses that 
conduct their activities in accordance with applicable rules and legislation in Kosovo. 

Lack of an efficient and reliable judiciary in resolving various disputes between businesses; 

Unfavorable loan system for businesses; 

Provision of subsidies and grants for a sustainable economy based on disciplines that are most needed and 
not on the basis of parameters which are not properly analyzed. 

 

5. CONCLUSION - RECOMMENDATION   

From data obtained as from the interviews conducted with a large number of businesses or even obtained 
from the relevant local and international institutions operating in Kosovo, it can be concluded that the steps 
which were taken by the relevant state institutions were not sufficient to establish a stable climate of doing 
business in Kosovo and therefore this situation has had an impact in businesses having significant difficulties 
and it has led to    having businesses, a part of them, cease their activities, another part of them transferring 
their activities in other countries of the region and a part of them working with various difficulties, which may 
affect them in the future to have the fate of some businesses that have closed or transferred their capital 
abroad. 

Therefore based on the above we can conclude that it is quite necessary to undertake some substantial re-
forms with the aim of creating equal conditions, for businesses that develop activities in Kosovo, to those 
from the region and beyond, those steps are: 

 

1. Thorough structural reform by the relevant institution – reduction of bureaucratic procedures for obtaining 
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various licenses;  
2. Fighting informal economy and corruption;  
3. Creating infrastructure conditions not only in the road but power supply, water and other elements which 

are necessary for the creation of a stability for businesses operating in Kosovo; 
4. Use of intellectual capacity and experience from various areas of business; 
5. Creating the conditions for foreign direct investment.  
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