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Dear friends and colleagues,
Following the quarterly study on the business
climate indicator, Kosovo's Chamber of Commerce
conducted a "Bottleneck" study on factors that
hinder economic growth in Kosovo.
This study is the first of its kind in Kosovo. Not only
hampering factors outside the company are
documented, but the study also sheds light on
factors inside the company, factors that hinder
growth. This study provides valuable information about business barriers as indicated by the
business sector for current and future development.
The Kosovo Chamber of Commerce through this study aims to influence the debate and
measures to promote the growth of companies in Kosovo and create a suitable business
environment. This report is the fourth published by the Kosovo Chamber of Commerce since
2014. Kosovo Chamber of Commerce through these reports aims to inform Kosovar business
as much as lobbying and raising their voice to their interests in front of government
institutions, with the main purpose of improving the business environment in Kosovo.
The business community in Kosovo plays an important role in creating these internal values
and their place in the regional and international market. The growth of the private sector in
Kosovo will affect the improvement of social and economic welfare in Kosovo. They will also
contribute to improving the image of our country and attracting foreign investors through
various forms of partnership.
This study will first be distributed to all participating companies in the study, all government
institutions, business organizations, diplomatic bodies, donor organizations, and all
stakeholders directly or indirectly influencing and contributing to the promotion of Kosovo
economic activities.
Sincerely yours,
Safet Gërxhaliu
President
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EXECUTIVE SUMMARY
Kosovo Chamber of Commerce (KCC) publishes since early-2013 the regular quarterly study
on business climate and economic trends in the country. This study provides useful
information to decision-makers at government level and also orientation of entrepreneurs
within the framework of company's internal policies. However, it has not yet identified the
underlying factors that underpin the perception of business climate of companies.
Therefore, the Kosovo Chamber of Commerce for the fourth consecutive year is doing a
research study to identify the biggest obstacles that are hampering the optimal functioning
of companies. These obstacles are of external and internal nature. External barriers can be as
follows:
- The environment / economic environment,
- Administrative and regulatory conditions, and
- Aspects of infrastructure nature.
Internal barriers are linked to managerial and operational issues.
The Kosovar business community in 2017 reported the largest barrier to be "unfair
competition by the grey economy" (61%), followed by "cost and reliability in electricity"
(51%), "high interest rates and other bank transaction costs" (38%), "cash shortages"
implying customer delays in payments (32.5%) and "lack of skilled labor force" (31.6%).
The size of administrative barriers highlights the difficulties that Kosovo companies face in
proving and following “international standards” due to the high costs they have (21.3%),
followed by the “lack of adequate laws” of economic field (19.2%) which for the last four years
were mostly highlighted by business community. These factors are pointed out by the
business community related to the “regulations, procedures and bureaucratic procedures” by
the Kosovo Customs (15.8%).
Infrastructure barriers, on the other hand, are among the top barriers in the country, with
particular emphasis on “cost and reliability of electricity” (51.1%). “Political instability”
(37.8%) is also among the main barriers in this category, which has been proved as well
based on other reports published by KCC, such as "Business Climate Index" that in periods
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when our country has political instability, business confidence decreases. On the other hand,
“corruption” (28.5%) in 2017 was rated as one of the main barriers for Kosovo's businesses.
The study concludes with a number of conclusions and recommendations. These can address
the most prominent external and internal obstacles, creating an appropriate environment in
which companies can work better and help them overcome or face external and internal
obstacles.
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1. METHODOLOGY
Growth barriers for businesses in Kosovo have been analyzed in this report with a business
survey conducted by the Kosovo Chamber of Commerce. The survey uses a questionnaire,
which was developed and modified especially for the economic situation in the country.
The questionnaire with specific questions was developed by KCC staff, respectively by the
Department of Economic Analysis and Policies. The questionnaire consists of four parts:
The first part looks at some features of the firm. The second part focuses on assessments of
the firm's economic situation regarding sales and investments. The third part contains
questions about the obstacles to the activity of firms. Obstacles are classified into three
categories of external barriers: the economic environment, administrative and regulatory
conditions, and infrastructure and general conditions. In addition to external factors,
questions about internal obstacles are also included.
At the end of the questionnaire we have added a special section about business barriers to
wider areas.
The character of the survey is qualitative and quantitative. Therefore, respondents were
asked to provide answers on verbal qualitative basis, and also were asked to give their
recommendations in certain areas. The options for response are for e.g. no obstacle /
moderate obstacle / major obstacle or not applicable.
The size and structure of the sample meets the statistical criteria to obtain representative
results. Data was collected from personal (face-to-face) interviews. KCC's staff visited
businesses between January 8 and January 26, 2018. The database of the businesses were
selected from the database of the Tax Administration of Kosovo (TAK).
Although the research was conducted in the early days of 2018, they are considered and
reflect the situation in 2017.
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2. INTRODUCTION AND JUSTIFICATION
An active private sector is crucial to the development of an economy. Businesses hire people
and make investments. Growing business contributes greatly to the economy. It is therefore
important to understand what factors impede businesses in their activity. In transition
economies, the economic environment for businesses is changing rapidly. Understanding the
factors that are hampering business activity at a time is important, and that is what the
Kosovo Chamber of Commerce is doing now with the study on business barriers. Also,
monitoring the business environment for a while, at least on annual basis, is important.
Through time comparisons, we can analyze the change of the economic environment and thus
can detect any improvement or deterioration. Therefore, publishing of this study on an
annual basis, is the goal – which has been conducted for the fourth time.
This study sheds light on problems that are perceived by businesses. Unlike some ad-hoc
studies related to this topic, not just the "bottlenecks" in the factors outside the companies
(e.g. infrastructure, taxes, access to finance etc.), but also problems of origin within the
company (such as quality of products / services, lack of distribution channels, lack of proper
software, etc.) are monitored.
This report presents the results of the fourth study of this type. The data is divided by sector
in which the company is operating and the size of the company. In this report, we have
included the regional dimension as well, in order to identify obstacles based on regional
impacts.
The KCC provides a progress report on the external and internal obstacles that companies
face in doing business. This information will help all economic agents - economic policies and
management of the companies - to implement measures to improve the business
environment.
The results presented in this report are based on a broad business survey. The Kosovo
Chamber of Commerce has developed the questionnaire and then implemented the study.
The study was conducted through personal interviews from 8 to 26 January 2018.
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Kosovo Chamber of Commerce for the purpose of the study interviewed 461 companies. The
study reflects the situation of companies during 2017. The report was prepared by Mrs.
Olivera Ceni Bardiqi and Mrs. Muela Ibrahimi - Department of Economic Analysis and Policies
at Kosovo Chamber of Commerce.
The report begins with external barriers, as seen by companies, followed by internal factors
threatening business. The second major issue deals with planned investment and sales
expectations for 2018.
The results are analyzed by sectors and size of the companies. The size, micro <9 employees,
small 10 to 49 employees, medium 49 to 249 employees, large 250 and more employees.
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3. BARRIERS OUTSIDE THE COMPANIES
The Kosovo Chamber of Commerce, since 2014 on a regular basis, publishes its annual report
on the barriers of doing business in Kosovo by identifying top ten obstacles, on economic,
administrative, infrastructure and internal problems of specific sectors.
Even though Kosovo made progress according to the World Bank estimations, respectively
the “Doing Business” report which has ranked our country at position 40, however challenges
still remain large. Also in line with the findings from regular reports published by the Kosovo
Chamber of Commerce on business confidence, Kosovo's economy has made progress during
2017, although there were stagnations in some of the key segments. Kosovo businesses in
2017 continued to have problems with electricity supply and informal economy.
The research has listed ten major hurdles, presented as follows:

3.1 The top ten obstacles of doing business in Kosovo
Unfair competition by grey economy

60.9

Reliability of electricity supply

51.1

Cost of electricity

50.1

High interest rates and other bank transaction costs

37.9

Costumers do not pay on time

32.5

Lack of skilled labour force

31.6

Corruption
Profitability is too low
Insufficient demand
No adequate business planning is installed

28.5
26.2
25.2
24.1

Unlike the last two years, in 2017 Kosovar businesses with the largest percentage have
reported the issue of the impact of unfair competition and the informal economy.
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Kosovo as a state, faces an informal economy at a high level. The country's institutions,
respectively the Ministry of Finance and the Ministry of Trade and Industry of the Republic
of Kosovo have taken measures to mitigate the degree of informality between businesses.
However, the initiatives and programs aiming to increase awareness did not prove to be very
successful. The Government of the Republic of Kosovo had drafted an action plan 2014-2018.
This plan consisted of a total of 51 specific activities to be carried out to achieve the strategic
objectives of the National Strategy 2014-2018. However, only by the end of 2018 we will be
able to comment on results and achievements of this national strategy.
According to the Organization for Economic Cooperation and Development (2002), the
informal grey economy consists of activities that are productive and legal but aiming to
conceal from the public authorities to avoid payment of taxes and / or social security
contributions or to comply with regulations. Revenues from the informal economy should be
taxed1. According to the Kosovar business community, the informal economy has escalated
due to many factors, but among the most important factors is reported stagnation in the
enforcement of rule of law in national level, followed by the lack of proper economic
development. Based on the practices of other countries that are or have passed transition,
the rapid transition to a market economy has played a key role in increasing the level of
informality. Furthermore, high unemployment rate in the country (30.6%) and also the high
rate of poverty (17.6%, 2015) have influenced Kosovo's workforce to find the only solution
of employment in the informal market as another indicator that increases the percentage of
informal economy in the country.
The negative effects of the informal economy in the country is felt in all dimensions,
businesses on the one hand reduce the chances of benefiting from the support and financing
programs, while the state on the other side loses from not collecting taxes, and the workforce
suffers the greatest loss by not being respective contributors either in the tax or the pension
system. The second most reported barrier is the reliability and cost of electricity. The Kosovar
business community raises for the fourth consecutive year its voice with regard to the
problems that electricity causes to them during the production cycle. The frequent
unannounced power outage cause huge losses for businesses, especially to the manufacturing
sector. The Kosovar business community have seen investments in generators and solar
panels as an alternative to the severe energy situation in the country. Although the power
1

Unobserved Economy Measurement - A Handbook, OECD, 2002.

PAVING THE WAY FOR BETTER BUSINESS IN KOSOVO

13

supply is not satisfactory and has its drawbacks, on the other hand, the cost of energy by
businesses is the most unmanageable cost and considerably influences their profitability.
Losses of our companies from unannounced power outages cause losses between € 1,000
and € 5,000 for non-manufacturing businesses, while for the manufacturing sector the
damage caused is over € 10,000.
The Government of Kosovo signed in December 2017 a commercial agreement with the US
Company Contour Global for the construction of the New Kosovo Power Plant. Under this
agreement, the power plant construction will have a capacity of 500 megawatts and will cost
1.3 billion euros. The private sector has its own expectations about this contract in regard to
regular and stable electricity supply, which would increase productivity and minimize the
losses caused by this issue. Though, still remains to see the results of this deal, the Kosovar
business community appears optimistic. The New Kosovo power plant is projected to become
operational in 2023, while until its functionalization, businesses remain to rely on generators
and other alternatives.
As we have reported in the last year, when businesses declared in percentage a lower level of
supply and electricity cost among their barriers, KCC warned that the electricity problem in
fact did not become smaller (since a significant decline was introduced in the 2015 report)
but treated it as a situation where businesses managed to better organize their business
activity in order to better cope with the problem. However, recent business reporting have
once again re-opened the issue that energy costs continue to be among the biggest obstacles.
In the regional dimension, businesses from Ferizaj appear to have the biggest barrier with
electricity (79%), followed by Prishtina region (52.02%) and Prizren (47%). Among the other
barriers mentioned by businesses are: high interest rates and other bank transaction costs
(38%), delays in customer payments (32.5%), lack of skilled workforce (32%), corruption
(28%), and not developing adequate business plan (24%) closed the top tenth of barriers.
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3.1.1 Top ten obstacles (the differences between 2014, 2015, 2016 and 2017)

Cost of electricity

Unfair competition by grey economy

Political instability

Insuficient demand

Corruption

Financial reporting is underdeveloped

Quality of products/services is often not competitive

Tax system (e.g. rates, administration, procedures)

Profitability is too low

Costumers do not pay on time

Year 2014

Year 2015

Year 2016

Year 2017

According to business, the quality of services / products appears to have increased compared
to 2016 (31.8%); in this year only 19.6% of surveyed businesses said that the quality of
products is not competitive. Also, the tax system does not appear to be a major obstacle,
compared to the previous year the situation appears to be better for 17.5% of businesses.
The new fiscal package recently adopted by the government is well received by businesses.
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3.1.2 Business obstacle overview: Economic environment
After the unfair competition and the grey economy, bank financing problems respectively
high interest rates appear in the category of economic obstacles, (38%). Compared to 2016
(41%), this year we have a slight improvement in the situation. High interest rates and banks
transaction costs, from banks and microfinance institutions, are justified because of the high
level of risk they have, mainly on loan repayment, however based on the survey conducted
by KCC in August 2017 on the assessment of the needs of micro and small enterprises in
Kosovo, where 9 commercial banks and 14 microfinance institutions were surveyed, the rate
of non-performing loans varies only between 1% to 5%. A pronounced problem of businesses
appears to be the frequent visits of bank officials during the loan repayment period.
According to the same report, 14.2% of visits to the companies happens four or more times a
year.

Economic environment barriers
60.9

Unfair competition by grey economy

37.9

High interest rates and other bank transaction costs
Insufficient demand

25.2

Costumers do not pay on time

32.5
19.8

Other economic issues
Lack of qualified staff

31.6

Liquidity problems

17.8
20.2

Lack of capacity and equipment

Usage of company money for personal purposes

10

The second major obstacle in the economic environment are the delays in payments by
customers (32.5%), which seems to be a growing problem in recent years. This situation in
principle appears to be as a result of the lack of cash in national level, a chain problem that is

16

PAVING THE WAY FOR BETTER BUSINESS IN KOSOVO

affected by the lack of monetary policy in our country and consequently the low circulation
of money at national level adds to the need for additional financial resources which if
achieved would increase economic activity in the country.
Even in this year, the retail sector in Prishtina region (32%) and Ferizaj (26%) reported the
lack of demand at a higher percentage compared to other sectors. A similar problem is
encountered in the production sector, though the percentage is smaller. The biggest problem
with the lack of orders are facing micro enterprises, followed by small enterprises.

Economic environment barriers in years
High interest rates and other bank transaction costs

Costumers do not pay on time

Liquidity problems

Other economic issues

Insufficient demand

Lack of skilled labour

Lack of capacity and equipment

Unfair competition by grey economy
Year 2014

Year 2015

Year 2016

Year 2017

3.1.3 Summary of barriers to administrative and regulatory
conditions
This category contains a considerable number of barriers which appear to be a major obstacle
in recent years. Kosovar entrepreneurship has had different challenges since the war, initially
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in regard to increasing of technical and infrastructural capacities, which as a process lasted
long and there is still a need for further improvement. The challenges of local producers are
particularly apparent since the independence of the country. Kosovo's exports cannot cover
imports in more than 13%, this shows also the economic development that Kosovo has
achieved in recent years.
The CEFTA agreement does not seem to have brought much benefits to Kosovo, not because
of substantial stagnation as a country, but more as a result of obstacles in achieving quality
and applying international trade standards. The problem seems to be greater after the entry
into force of the Stabilization and Association Agreement when Kosovo producers are facing
the “European aggressive” market. 21.3 percent of businesses surveyed in this study stated
that the main problem is the high costs to prove international standards. There is a lack of
incentives by the country's government to support in this regard.
Certification, licensing and standardization still remain challenges for the Kosovar producers,
which would enable them to have easier access to the European market and better
competitiveness with their products.
Export / import licenses are still among the barriers highlighted by our companies (mainly
manufacturing and retail sectors). About 14 percent of the companies participating in this
study, mostly micro enterprises, mention licenses as a problem.
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Administrative and regulatory conditions
13.6

Tax system (e.g. rates, administration, procedures)
Business registration

10.8

Lack of adequate laws
Customs regulations, procedures, bureaucracy
Legal environment (e.g enforcing contracts)

19.2
15.8
14.3

Other administrative or regulatory issues

16.5

Access to land

13.9

Export import licences

13.8
21.3

High costs to prove quality of interational standards
Construction permissions

14.3

Protection of intellectual property rights

14.6

Compared to 2016, surveyed companies in 2017 reported that customs rules and procedures
have improved and have less impact on their businesses. The situation is significantly better
compared to 2015 in regard to customs procedures. However, the percentage of companies
that report customs procedures as a barrier is still high, mainly in the retail and production
sectors followed by the wholesale sector.
On the other hand, 19.2 percent of businesses have stated that the laws in force are not at all
favorable and do not apply in doing business in our country. In this respect, however,
compared to the previous year, the situation is better. Kosovo due to economic and political
processes, aiming to be in line with the European practices and values has often adopted laws
that have failed to be applied successfully in practice, especially those laws of economic
dimension where the business community is directly involved. The most damaging sectors,
as a result of the inadequate legal framework, are the retail sector (34%) and manufacturing
(31%). Businesses of Ferizaj region declared a higher percentage of the negative impact that
inadequate laws have in their business activity (32%), followed by Prishtina region (27%)
and Peja region (20%). Mostly the problem is pronounced among micro (65%) and small
(24%) enterprises.
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Obstacles: Administrative and regulatory conditions in years

Tax system (e.g. rates, administration, procedures)

Business registration

Customs regulations, procedures, bureaucracy

Lack of adequate laws

Legal environment (e.g enforcing contracts)

Export/import licences

Other administrative or regulatory issues

Protection of intellectual property rights

Construction permissions

Access to land

Year 2014

Year 2015

Year 2016

Year 2017
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3.1.4 Summary of infrastructure barriers and general conditions
According to the findings, the category of infrastructure obstacles contains most of the top 10
barriers. In addition to the cost (50.1%) and reliability (51.1%) of electricity, the most
prominent barriers are political instability (37.8%) and corruption (28.5%).
Non-political stability has proven to be an indicator with a negative impact on the country's
business activity. Based on the findings of the Business Confidence Survey in Kosovo, in
periods when the country is in a political or institutional crisis, business confidence
decreases, and dissatisfaction increases, thus affecting the performance of local businesses.
This consequently has also influenced the image of Kosovo and the opportunities to promote
our country as a destination for foreign investments, which, according to the data of the
Central Bank of the Republic of Kosovo, in the last two years have dropped considerably.

Infrastructure and general conditions

Cost of electricity

50.1

Reliability of electricity supply

51.1

37.8

Political instability

28.5

Corruption

Crime (e.g. theft, robbery, vandalism)

24.5

Cost of water supply

Other infrastructure or general issues

Transport

17.6

16.6

12.8

Kosovo businesses on a large scale have reported increased crime, vandalism and theft in
recent years. Though the percentage has fallen in recent years, the level remains worrying.
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Barriers of infrastructure dimension have remained almost the same in the last four years,
despite slight changes over the years, both in terms of improvement or deterioration of the
situation. In addition to electricity, other barriers to this section seem to have less impact on
the business flow. Kosovar companies in 2017 did not mention much the issues regarding
water supply and transport.

Infrastructure and general conditions in year
Cost of electricity

Reliability of electricity supply

Crime (e.g. theft, robbery,
vandalism)
Other infrastructure or general
issues

Corruption

Political instability

Transport

Cost of water supply
Year 2014

Year 2015

Year 2016

Year 2017

3.2 Obstacles by sector
Sector-based, barriers undergo multiple differences. The retail and manufacturing sectors
are among the sectors that have reported the biggest obstacles, mainly of the infrastructure
and economic aspect. With regards to the barrier unfair competition and the grey economy,
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the gap between the sectors becomes almost invisible. The percentage of businesses
reporting it as the main barrier varies between 50 and 62 percent, depending on the sector.
Differences between sectors are noted in some of the key findings, respectively for the
construction sector (36%), electricity does not represent such a big problem as the case of
the manufacturing sector (59%). The construction sector also does not seem to be affected
so much by political instability in the country, compared to all other sectors of the economy.
On the other hand, the construction sector has as the main barrier the delay in payments by
consumers, thus also affecting their economic activity. The high interest rates applied by
commercial banks in the country reveal again the similarities in barriers in sectorial aspect.
Mostly the wholesale sector (50%), manufacturing (40%) and services (28%) face this
problem.
37 percent of the companies surveyed of the manufacturing sector highlight the lack of skilled
workforce in companies, followed by the wholesale sector (32%), and the retail sector (25%).
Considering the reported barriers, among which the manufacturing sector plays a key role,
there is still a lot of work to be done by Kosovo government in order to drive policies in
supporting the manufacturing sector, particularly in eliminating barriers that will directly
affect increasing of competitiveness of the Kosovar companies and improving Kosovo's trade
deficit through increased exports.
Supporting the manufacturing sector, particularly in terms of achieving international
standards, facilitating access to export and import licenses, improving the legal environment,
enforcement of rule of law, eliminating unnecessary customs procedures remain the main
recommendations for Kosovo government aiming to support the manufacturing sector of the
country.
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Obstacles by sectors
Internal factors in your industry:
Quality of products/services is often not competitive
Profitability is too low
Not enough investment in training of own staff
No adequate business planning is installed
Financial reporting is underdeveloped
Lack of distribution channels
Infrastructure and general conditions:
Cost of water supply
Transport
Reliability of electricity
Political instability
Other infrastructure or general issues
Crime (e.g. theft, robbery, vandalism)
Cost of electricity
Corruption
Economic environment
High interest rates
Liquidity problems
Usage of company money for personal purposes
Other economic issues
Insufficient demand
Unfair competition by grey economy
Lack of capacity and equipment
Lack of qualified staff
Costumers do not pay on time
Administrative and regulatory conditions
Business registration
Construction permissions
Protection of intellectual property rights
Other administrative or regulatory issues
Export/import licences
High costs to prove international standards
Legal environment (e.g enforcing contracts)
Acces to land
Adequate laws
Customs regulations, procedures, bureaucracy
Tax system (e.g. rates, administration, procedures)
Construction

Manufacturing

Retailing

Wholesale

Services
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3.3 Obstacles by company size classes
According to the size of the companies, small enterprises report the largest number of
barriers.
Infrastructure barriers appear to be the most problematic for micro enterprises, with
particular emphasis on cost and reliability of electricity, economic instability, level of crime
(theft, vandalism) and corruption. About 26 percent of small companies reported corruption
to be among the barriers challenging their business activity.
Another barrier, under the category of economic barriers, is high interest rates, mainly for
micro and small enterprises. However, interest rate remains a discouraging barrier even for
large companies in the country. 50 percent of companies with over 250 employees
emphasized the difficulties they face in this regard, alluding to the cost that this form of
financing represents for Kosovar enterprises.
Micro enterprises in Kosovo during 2017 also faced a lack of orders (25%). Similar problems
are also faced by large enterprises, where 50 percent of them rank the lack of orders among
the top barriers to doing business.
On the other hand, about 35 percent of the small companies surveyed said that barriers for
them still remain customer delays on payments, mainly as a result of lack of cash at the
national level.
Approximately 21 per cent of medium-sized enterprises emphasized the high cost of proving
international standards among the main barriers, followed by a lack of adequate legal
environment (19%) and construction permits (19%).
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Barriers by size class
Internal factors in your industry
Quality of products/services is often not competitive
Profitability is too low
Not enough investment in training of own staff
No adequate business planning is installed
Financial reporting is underdeveloped
Lack of distribution channels
Infrastructure and general conditions
Cost of water supply
Transport
Reliability of electricity
Political instability
Other infrastructure or general issues
Crime (e.g. theft, robbery, vandalism)
Cost of electricity
Corruption
Economic environment
High interest rates
Liquidity problems
Usage of company money for personal purposes
Other economic issues
Insufficient demand
Unfair competition by grey economy
Lack of capacity and equipment
Lack of qualified staff
Costumers do not pay on time
Administrative and regulatory conditions
Business registration
Construction permissions
Protection of intellectual property rights
Other administrative or regulatory issues
Export/import licences
High costs to prove international standards
Legal environment (e.g enforcing contracts)
Acces to land
Adequate laws
Customs regulations, procedures, bureaucracy
Tax system (e.g. rates, administration, procedures)
Micro(<9)

Small (10-49)

Medium (50-249)

Large (250 and more)
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3.4 Obstacles by region
At the regional level, unlike in 2016, when Prishtina region was presented with the highest
level of barriers, in this year the scope is almost the same, with the exception of cost and
reliability in electricity (48%), unfair competition and the economy grey (58%) and the high
interest rates (23%) where Prishtina region differs significantly from other regions. Business
community in Ferizaj region (63%) faces lack of skilled labor. The manufacturing sector of
this region, especially in the wood industry, places particular emphasis on training needs,
especially young people entering the labor market through professional internship
programs. According to these companies, the absence of a close collaboration between the
rectangles business community-government-school-employee presents an additional
challenge for them. In fact, this is also identified in the Sector Strategy of the Ministry of Labor
and Social Welfare 2018-2022, "Despite the fact that in the Operational Work Training
Manual of 2014, drafted by MLSW, it is noted that the Department of Labor and Employment
of MLSW pays workplace insurance for participants engaged in work / company training, in
practice this obligation is not realized, but that the Action Plan is foreseen to be covered for
a number of trainees.” In the absence of a national level platform, there are specific initiatives
to regulate this issue in this regard. Although in principle it is thought that it is regulated by
law, again the life insurance of candidates remains an open and very problematic issue,
especially in regard to the risk that companies take in the case of accepting candidates in
internship without life insurance, with particular emphasis on high-risk sectors. In case of an
accident in the workplace without insurance, the consequences for the enterprise are
extremely unaffordable, which may even result in bankruptcy.
The lack of cooperation expected from the above-mentioned actors results in the lack of coordination of quality improvement activities in the field of vocational education and
development of the workforce. In any way, it is widely recognized that the overall quality of
students graduating from our schools is inadequate in order to be employed in an enterprise
without further education at the workplace. This finding is also highlighted in the progress
report for Kosovo, in the last year.
Education and vocational training is impossible without the involvement of the private sector
to provide the professional, financial and substantial contribution to the learning content.
Unfortunately, so far, financial support from donors is largely oriented towards
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strengthening the public sector (mainly schools) while not involving the business community
and their representatives. The European Good Practices have shown that on one hand, it is
necessary to strengthen Kosovo Chamber of Commerce as a legal and strategic partner in the
field of vocational education and trainings as well as professional support to experts in the
enterprise, respectively capacity building of instructors. These experts in the enterprise
would be a bridge of co-operation between companies and educational institutions in the
country in order for the learning content to be in line with market requirements and needs.
In this context, KCC has taken steps to find the modalities of institutionalization of this
important link in the educational process.
In addition to this, in order to support our enterprises mainly in building professional
capacities, the Kosovo Chamber of Commerce in cooperation with the Craft Chamber of
Dortmund offers training programs in various fields which are mainly considered as deficit
in our country. According to a survey conducted by KCC in 2016, for the assessment of the
needs of professional staff in companies, our companies need mainly technical profiles, such
as welder, sales agent, manager, etc., profiles that are covered with training programs by KCC.
The lack of skilled labor force has also Peja region (42%), although compared to Ferizaj
region the percentage is significantly smaller. Businesses in the region of Ferizaj (61%) and
Peja (51%) have emphasized another problem that for other regions seems to be less
problematic, such as the lack of an adequate business plan well developed. This barrier has
been raised as a concern since 2014 in KCC reports, considering the fact that since then the
problem became bigger from one year to another. While in 2014, around 17% of companies
stated that the lack of an adequate business plan represented a problem for their company,
in 2015 this percentage reached 27%. As a result of the lack of a state mechanism to assist
businesses in this regard, the Kosovo Chamber of Commerce in 2017 created an online
platform to design business plans, enabling KCC members to develop the business plan
through guidelines and manual.2

The Kosovo Chamber of Commerce has created an online platform for all businesses that have not developed a business
plan to support them into doing business, especially in finance where the business plan plays a key role. Access to this
platform is through: www.oek-biznesplan.org
2
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Obstacles by regions
Internal factors in your industry:
Quality of products/services is often not competitive
Profitability is too low
Not enough investment in training of own staff
No adequate business planning is installed
Financial reporting is underdeveloped
Lack of distribution channels
Infrastructure and general conditions:
Cost of water supply
Transport
Reliability of electricity
Political instability
Other infrastructure or general issues
Crime (e.g. theft, robbery, vandalism)
Cost of electricity
Corruption
Economic environment
High interest rates
Liquidity problems
Usage of company money for personal purposes
Other economic issues
Insufficient demand
Unfair competition by grey economy
Lack of capacity and equipment
Lack of qualified staff
Costumers do not pay on time
Administrative and regulatory conditions
Business registration
Construction permissions
Protection of intellectual property rights
Other administrative or regulatory issues
Export/import licences
High costs to prove international standards
Legal environment (e.g enforcing contracts)
Acces to land
Adequate laws
Customs regulations, procedures, bureaucracy
Tax system (e.g. rates, administration, procedures)
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4. INTERNAL OBSTACLES OF THE COMPANIES
In chapter three, internal factors will be discussed. According to the findings, Kosovar
companies have low profitability (26.2%), which according to them is considerably
hampering the competitiveness and increasing of business activity.
The second most prominent barrier under this section is the lack of an adequate business
plan. According to the companies surveyed, in terms of business financing from the
commercial banks, microfinance institutions or various donors, in most of the cases the
rejection for loans is due to lack of a proper business plan. Unlike the previous years,
businesses now seem to have understood the essential role that business plan has.
Additionally, about 19 percent of the companies, surveyed in this study, stated that they did
not make adequate investment in trainings for their staff. This, according to them, is directly
related to the fact that their sale revenues are limited, and that the distribution of profit
necessarily needs to be done mainly in improving and advancing key processes for the
production cycle. Also, there is the fear of the enterprises to invest in their employees which
might make them become more attractive for other enterprises thus they would leave the
enterprise and the investment made by the company will be a complete loss.
Internal factors in the industry
Lack of distribution channels

No enough investment trainings for own staff

15.3
18.7

No adequate business planning is installed

24.1

Profitability is too low

Quality of products/services is often not competitive

Financial reporting is not developed

26.2
19.6
19.1

Over the years, internal industry barriers reported, largely show that the situation has
constantly improved. According to the findings, the year 2015 appears to have been the worst
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year for our businesses, regarding the internal barriers of industries. The year 2017 shows
an improving trend.

Internal factors in your industry in years

Lack of distribution channels

Financial reporting is under developed

Profitability is too low

Quality of products/services is often not
competitive

No adequate business planning is installed

Not enough investment in training of own staff

Year 2014

Year 2015

Year 2016

Year 2017

4.1 Internal factors by sectors
The lack of a business plan seems to be the biggest barrier for domestic manufacturing sector,
followed by the retail sector. Also, the retail sector represents the highest percentage of the
low profitability problem and limited investments made in trainings and professional
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development of staff. On the other hand, construction sector reports less problems of internal
factors.

Internal factors in your industry

19
16

10

13
13

18

18

14

9
36

14
25

4

24

22

19

8
10

23

31

24

6

4

6

33

24

6

5

Quality of
Profitability is too low
Not enough
No adequate business Financial reporting is
products/services is
investment in training planning is installed
underdeveloped
often not competitive
of own staff

Construction

Manufacturing

Retailing

Wholesale

Services

27

2
Lack of distribution
channels
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5. COMPANY TRENDS
The following figure shows estimates of the sales level of companies participating in this
survey during 2017. About 20 percent of the surveyed companies reported that their sales
did not exceed the value of € 10,000, while more than half of the companies stated that sales
in 2017 range between € 10,000-€ 500,000. Over half a million sales accounted for a quarter
of the companies interviewed. Based on the latest "Bottleneck" report of 2016, the percentage
of businesses claiming to have turnover below € 10,000 was lower compared to this year,
because some companies had their sales level decreased by the value ranging from € 50,000
to € 500,000 under €10,000 as a turnover this year. Behind this there are different factors,
both micro and macroeconomic. Among those worth mentioning is the increase in the level
of informal economy and unfair competition, which has affected the decrease of
competitiveness in these businesses.
What were your sales in this year (2017 in EUR)?

31
25

24

20

Below 10 000

10 000 to 50 000

50 000 to 500 000

More than 500 000

The expectations of Kosovar businesses regarding the level of sales in the next coming year
seem to be very optimistic. About 80 per cent of businesses participating in the survey expect
their sales to grow, while around 18 percent expect no change in this regard. Only 4 business
predict that during 2018 their sales will be reduced. These positive expectations of
businesses show that their business activity will increase, and all this is expected to have a
slight development in the domestic economy as well.
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Sales expectations for the year 2018?

78

18
4

Increase

Remain unchanged

Decrease

Regarding sales expectations for 2018, large and medium-sized companies have higher
expectations for sales, followed by small companies. No large companies expect the level of
sales to decrease. Generally, a small percentage of companies of all sizes expect their turnover
to decline (expectation ranges between 2 - 5%). In Kosovo, 98 percent of companies are micro
and small size, while 2% are medium and large, but their impact in economy is greater.
Medium and large businesses usually have fewer barriers. This is also confirmed in the report
"Business Climate in Kosovo", published by the Kosovo Chamber of Commerce on a quarterly
basis. Large companies have easier access to finance, their liquidity problems are smaller, so
they can increase their sales on a longer payment terms and thus increase sales in total.

What are your expectations for sales, for the next year, 2018? By size classes
100
91
80

75

20

17
5

<9

3
10-49
Increse

7

2

50-249
Remain unchanged

Decrease

0

0

250 and more
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All the sectors surveyed of Kosovo's economy expect their sales to increase in 2018, some to
a lesser extent and some to more extent. The trend remains markedly positive, especially
for the manufacturing, construction and services sectors, the key sectors for economic
development and with the largest share in Gross Domestic Product. The Kosovo Chamber of
Commerce on a quarterly basis will observe the continuity of the fulfillment of these
expectations.
What are your expectations for sales, for the next year, 2018? By sectors

88
82

77

74

71

27
12

0

Manufacturing

16

7

Retail
Increse

21
2

Wholesale
Remain unchanged

14

4

Construction

5
Services

Decrease

Companies participating in the survey were also asked about whether they have gained new
customers during 2017. More than 90% of companies stated that they have gained new
clients, reflecting their work on promotion, customer approach, marketing, quality
enhancement, and creating a brand for the products / services they offer. Based on these
results, business activity seems to have increased, and businesses seem to have succeeded in
attracting customers, and as a result increased demand for their products / services.
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Did you gain new clients during 2017?

9%

Yes

No

91%

About 47% of interviewed companies who answered "Yes" to the question, have gained new
clients in a percentage of less than 10% of total customers in 2017. Over 90% said they had
gained new clients, but the growth rate of clients is not very large and is around 10-30%.

If “Yes” what is the percentage?
10%

47%
43%

Less than 10%

10 to 30%

More than 30%

Large and medium-sized companies are the ones that have gained more new customers,
followed by small companies. All companies belonging to the category of large companies
have declared to have gained new customers up to 30%, more compared to last year. The
overall situation seems to be positive for all sectors and categories of companies.
Regarding sectors, around 26% of surveyed businesses operating in construction sector
reported that they have gained more than 30% new clients, followed by service sector. While
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other sectors share the same percentage (8%). Companies that have gained new clients less
than 10% make a larger percentage and belong to the wholesale and retail sector.
New clients by sectors

58
52

50

48
42

42

40

34

41
32
26

8

8

Manufacturing

11

8

Retail

Wholesale

Less than 10%

10 to 30%

Construction

Services

More than 30%

More than half of the companies interviewed claimed that investments in 2017 in their
respective businesses increased compared to the previous year. This increase in investment
is a good indicator and represents a further business development, towards the
modernization of technology and working tools. Business investments were more focused on
core assets. To 40% of companies they remained the same, while only 3% stated that their
investments had decreased, which represents a very symbolic percentage. Findings for
investments indicate that this year for Kosovo businesses was successful in terms of
realization and growth of investments.
How did the investments of your firm evolve in 2017 compared to 2016?

57

40

3

Increased

Remained unchanged

Decreased
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Large and medium-sized companies again dominate the firm's investment in 2017 compared
to 2016, followed by small businesses. All interviewed companies that belong to large size
class have stated that they have increased their investments in the company, although the
return period of the investment may be longer for larger companies compared to micro and
small ones due to the high investment value. Therefore, the realization of these investments
requires careful monitoring since the effects are observed in later periods. Hence, investment
growth from large companies is expected to have more substantial role in economic growth
in the near future.
How did the investments of your firm evolve in 2017 compared to 2016? By size
classes
53
<9

43
4
62

10-49

36
2
71

50-249

27
2
100

250 and more

0
0

Increased

Remained unchanged

Decreased

By sectors, investments have increased mainly in construction, manufacturing and services
sectors. Investments in retail and wholesale were mainly in inventory and expansion of sales
points, while investment growth in manufacturing and services sector was mainly in the
expansion of production / service lines and expansion of the range of products / services.
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How did the investments of your firm evolve in 2017 compared to 2016? By
sectors
82

66
53

53

49

7

1

0

Manufacturing

Retailing
Increased

Wholesaling
Remained unchanged

1

0

Construction
Decreased

Services

5.1 Business expectations for investment development in 2018
Part of the report includes as well plans of Kosovo enterprises about future investment
development. When companies were asked about their expectations for investment, about
99% of the companies participating in the survey said they expect to increase or keep the
same investments in 2018 compared to 2017. Only 1% of the companies expect to decrease
investments.
How will the investment of your firm develop in 2018 compared to 2017?
67

32

1

Increase

Remain unchanged

Decrease
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Investments in 2018 are expected to grow in construction, manufacturing and wholesale
sectors. A very symbolic percentage of companies expect investments to decline, which
ranges between 1 - 3%. In construction sector none of companies expect to decline
investments in 2018. These represent successful steps taken by Kosovar businesses towards
maturing and structuring their businesses.

How will the investment of your firm develop in 2018 compared to 2017? By
sectors

86
75
67

61

62

38

37
30

24
1

Manufacturing

1

Retailing
Increase

3

Wholesaling
Remain unchanged

14

0

Construction

1

Services

Decrease

Companies belonging to micro and small size classes are the ones that have the lowest
investment expectations compared to others. While none of the medium and large companies
expect investments in 2018 to decline. So, it is expected that the situation in 2018 in terms of
investments will be better than in the previous year.
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What do you expect, how will the investment of your firm develop 2018
compared to 2017? By size classes
100
80

76
60
39
22
2

1

<9

20

10-49
Increase

0

50-249
Remain unchanged

0

0

250 and more

Decrease

In "Bottleneck" survey, companies were asked about the type of investments they plan to
undertake during the year 2018. Kosovar companies of all sectors mainly plan to replace
tools / old equipment and modernize existing assets (44%). About 43% of surveyed
companies plan to expand their existing production / service lines, i.e. increase their existing
capacity and create capacities in new production / services lines. From this report we
understand that only a small percentage (6%) are concerned about air pollution or safety at
the workplace.
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Investment planned for 2018 will mainly be of the following kind?

Replacement of old equipment, modernizing existing assets

44

Expansion of production line/existing services

43

Expansion of production/service capacity in new fields of
production/services

31

Project investments to modernize production/services

22

The control of air pollution, safety

Others

6

2

For the purposes of this study, companies were asked about the management tools they
apply. Among the most used management tools are financial reports, 73% of surveyed
companies have stressed that they use this tool. Companies use financial reports mainly for
tax purposes, while at a lower percentage for internal purposes and for informing potential
investors about their financial situation and performance. Over 40% of companies have
stated they have a business plan based on which they determine their operations. Only 19%
of companies stated that they apply ISO standards 9001:2015, and these companies mainly
belong to manufacturing sector. Certification of companies with ISO standard seems to plays
an important role in export growth and increased reliability of Kosovo products. European
Union countries require that products to be of good quality and to possess a document that
confirms the quality standards. Consequently, businesses need more support from the state
in standardization, certification and licensing in order to increase their competitiveness and
promote Kosovo's potentials in trade. KCC can be a key stakeholder/factor in stimulating the
use of standards.
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Do you apply any or some of the following management tools?

43
Formal written business plan
57

73
Formal written financial report
27

19
Formal quality management rules (ISO standards)
81

Yes

No

5.2 Skilled workforce
A section of this study discusses workforce as a basic source of a successful business
operation. This section identifies the current business situation in finding skilled workforce
according to the needs of the enterprises. In this report a detailed analysis has been made to
identify and reflect the difficulties of companies in finding skilled workers and the
opportunities for creating new jobs according to sectorial, regional and business size.
During the survey, businesses were asked whether they had difficulties in finding skilled
workers with adequate and specific skills for work, based on their business profile. About
76% of them stated that they encountered difficulties in finding skilled and professional
workers, while only 24% indicated that they had no difficulties of this nature. These results
show that Kosovar companies are still struggling with the lack of skilled and qualified
employees. While access to education is not a major concern, however, the quality of
education in Kosovo is considered low, a problem inherited from one year to another. In the
latest UNDP Human Development Index, Kosovo ranked 87th in the world, behind all of the
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countries in the region, and has experienced poor performance at PISA 2016 where they were
3rd from the bottom; only Dominican Republic and Algeria scored lower.
To achieve the same level as developed economies, emerging economies usually need to
adopt technological advances. The law of stimulating backwardness explains that big steps
which can be made while transforming the economy. However, in order to be able to adapt
new innovations, businesses need to have access to a workforce with the ability to create,
adopt and use new technologies to increase productivity. The lack of people with the skills to
take advantage of new technologies blocks private investment and growth.

How difficult it was to find skilled employees based on your business profile
during 2017

32

25

24

19

Very difficult

Difficult

Moderately difficult

Not difficult

Analyzed in sectorial perspective, construction sector encountered the major obstacles in
finding skilled workforce, where about 86% of companies rated it to be very hard in finding
skilled workers based of their business profile. The same problem was faced by companies
operating in the manufacturing and service sector. Employees working in these sectors
should have more skills and have to be more productive, but unfortunately companies have
encountered many difficulties in completing their staff. While businesses operate in a very
complex environment, their activity is influenced by many external and internal factors, but
skilled human capital is a very relevant factor which drives the company to success, mainly
on which Kosovo businesses are having problems.
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How difficult it was to find skilled employees based on your business profile
during 2017? By sectors
45

36

35

34

31

29
23

35

27
22

25

26

24
19

18
15

14

Construction

Manufacturing
Very difficult

Services
Difficult

15

14

13

Retail

Moderately difficult

Wholesale
Not difficult

Based on the size class dimension, large businesses have stated that they have had more
difficulties in finding qualified workers, followed by small companies. Micro and medium
companies are facing less barriers. No big company participating in the study said it was easy
to find skilled workers. This situation, only caused delays and additional costs in staff
recruiting process.
Lack of human capital is also seen as a barrier to investment, a situation that would cause
competition between companies to hire the existing limited skilled workers. This would be
reflected in decreasing the unemployment rate for skilled workforce and increasing wages
for this category of workers. It is expected that this situation will stimulate and increase
awareness of graduates to qualify for the labor market.
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How difficult it was to find skilled employees based on your business profile
during 2017? By size class
50

50

42
31

28

25

30
26

23

24

22

20

16

13

0
Very difficult

0

Difficult

<9

Moderately difficult

10-49

50-249

Not difficult

250 and more

The results presented below show that the Mitrovica region, followed by Ferizaj and Prizren,
are the regions that have had more difficulties in finding skilled workers. Whereas the regions
that had less problems to select staff based on their needs were the regions of Gjakova, Peja
and Prishtina.
How difficult it was to find skilled employees based on your business profile
during 2017? By regions

58

47
39

44

36
30

28

27
19

17

22

17

28
14

6

Ferizaj

Gjakovë

Gjilan

Very difficult

23
16

19

26

25

30

19 23

28

25
17

14

3

Mitrovicë
Difficult

Pejë
Moderately difficult

Prishtinë

Prizren

Not difficult

Businesses surveyed were also asked about the employment trend they had in the last three
years. More than half of them stated that the trend is increasing, remained the same for 43%
of respondents, and only 4% said they had a declining trend over the last 3 years. Looking at
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a general perspective, based on these findings it is considered that in the last three years the
private sector seems to have contributed much in generating new jobs. In the recent World
Bank report (April 11th 2018) it was stated that participation rate in the labor market went
up by 3.3 per cent and employment by 1.3 per cent. It also confirms the trend, found in this
bottleneck study.
How was the employment trend in your company, in the last three years ?

52
43

4

Increased

Remained unchanged

Decreased

Nearly 70% of the participating companies have stated that they will increase the number of
employees in 2018. The largest increase is expected to take place during the summer season,
where there is a greater influx of visitors, mainly our diaspora, which is then reflected even
with an increase in business activity during this time. (This is also reflected in the long time
series of busines confidence, the quartely business climate study conducted by KCC.) While,
around 31% of respondents have not planned to increase their staff.
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Will you hire new employees during 2018?

31%

Yes

No

69%

The biggest expectations for employment for 2018 are in the region of Ferizaj and
Mitrovica, respectively 83% of companies operating in these two regions have planned to
increase the number of their employees. On the other hand, the lowest expectations are in
the regions of Gjakova and Gjilan. Overall, businesses are very optimistic about increasing
their staff.
Will you hire new employees in 2018? By regions
Ferizaj

83

17

Gjakovë

49

Gjilan
Mitrovicë
Pejë

57

43

83

17
74

26

Prishtinë
Prizren

51

67

33

73

27

Yes

No

Based on the results of the sectoral analysis, manufacturing sector has higher expectations
for employment. 82% of businesses stated there would be an increase in employment.
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Wholesale, construction and services sector also have positive expectations. The lowest
expectations were found in retailing.
Will you hire new employees in 2018? By sectors
Manufacturing
Retail

82

18

Wholesale
Construction
Services

59

41

75

25
68

32

67

33

Yes

No

Companies that have planned to increase the number of employees have determined how
many employees they are expecting to hire. More than half of the companies said they would
hire 1 to 3 employees during the operating year. Among others, only 11% of businesses
participating in the survey expect to hire more than 10 employees.
If "Yes", how many?

1-3 employees

57

3-5 employees

20

5-10 employees

12

10 and more employees

11
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Mainly large and medium-sized companies expect to hire more than 10 employees, while
micro companies expect to hire 1 to 3 employees.
In the survey, businesses were asked how willing they are to cooperate with institutions or
donors to subsidize the salary of new employees if it would be carried out by the respective
institutions / donors. Over 70% of businesses said they would be happy for such a
cooperation. About 6% stated that they had no experience in this dimension and did not have
much knowledge about this possibility.
Would you collaborate with institutions / donors in subsidizing salaries for new
employees?

Yes

71

No

11

I don't know

We are not experienced

12

6

About 91% of businesses who said they were willing to cooperate in subsidizing the salaries
of new workers by donors/other institutions confirmed to be willing to keep those workers
in their companies after the subsidy period is finnished if they are successfull during that
period. Only 9% stated that they are unable to keep these workers in their companies.
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If yes, would you keep them in your company after the subsidy period if they
are successfull?
9%

91%

Yes, if we see results

No

Nearly 70% of businesses interviewed stated that they were willing to welcome interns
during 2018 in order to support them and create an opportunity for their professionalism
and undertake an internship based on their profile. This will be a good experience for
graduate students in order to cope with job requirements, and combine theoretical and
practical part, thus influencing their professional preparation and advancement in
compliance with business requirements. KCC continues to be the main factor in organising
such opportunities. It follows earlier projects in which KCC participated. KCC attaches great
importance to improving the labor market situation after numerous and advanced analyzes
a so-called "fishbone" analysis done in 2016, by which the causes of such a condition are
determined, but also the necessary steps for further action.
Would you engage interns during 2018?

69

31

Yes

No
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6. GENERAL BARRIERS AND CHALLENGES
Kosovo Chamber of Commerce has decided to publish the "Bottleneck" report with the aim
of identifying and highlighting the problems that companies face. These were moslty
discussed and highlighted during 2017, mainly due to the lack of non-visa liberalization, grant
schemes, the Stabilization and Association Agreement (SAA) and the phenomenon of
granting bribery, information originated from Kosovar companies, participating in this
survey. Failure to liberalize visas for Kosovo has resulted in losses of international clients or
in breach of agreements to 44% of participating companies in the survey, affecting export
decline for 38% of respondents. About 39% of companies reported that they had an impact
on reducing their competitiveness. The visa liberalization this year seems to have caused
many problems for Kosovo businesses, and it seems that they will face this even in the near
future.
Non-visa liberalization for Kosovo, has affected:

Reduction of competitive skills

39

Loss of international clients /breaking the agreement

44

Export decrease

38

Yes

No

61

56

62
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The Stabilization and Association Agreement (SAA) entered into force in April 2016, and
since then started to have its effects. Based on the evidence received from companies, the SAA
has played a significant role in finding new business partners (33%), stimulating and
increasing exports. This agreement had positive impact on 21% of Kosovo exporting
companies in expanding their business with new branches in EU countries. Considering the
potential of Kosovo companies for export to the EU, this percentage of businesses represents
a significant positive signal for Kosovo exports growth in the coming decade. In addition, this
agreement has contributed to an easier access to technology, expertise and expansion of
trade and investment opportunities. It also stimulates the creation of new competition from
EU countries, and the need to increase innovations and productivity by the companies in
order to keep the trend with European companies.
What were the effects of the Stabilization and Association Agreement (SAA) with
the European Union for your company?
26

Increase of export

33

Finding new partners
21

Expansion of the company with branches abroad

67

79

23

Increased work volume

It did not influence

74

11

77

89

Yes

No

In this study we will also present business perspective on grants awarded to businesses. Only
6% of businesses reported that they are subsidized by the state. It is easy to reach conclusions
for their opinions about the transparency of granting these grants. A significant percentage
of businesses emphasized that the subsidy process was not transparent. Companies
operating in manufacturing sector are subsidized more by the state compared to other
sectors.

PAVING THE WAY FOR BETTER BUSINESS IN KOSOVO

53

Have you ever been subsidized by the state?

6%

Yes

No

94%

Companies from Ferizaj region benefited mostly from the grant scheme, followed by Prizren
region. Viewed in wider picture, the number of companies that have received grants which
should have been supportive and business-oriented, is very small. Companies have
highlighted their need for financial support from the state level.
Have you ever been subsidized by the state? By regions

13

Ferizaj

6

Gjakovë

97

94

94

87

6

Gjilan

3

4

Mitrovicë
Yes

96

96

Pejë

4

Prishtinë

89

11

Prizren

No

Businesses were also asked, if the government / state subsidizes their sector / activity, what
would be the three main segments where they would have initially invested. Despite the
variety of business responses we have listed three segments where businesses would initially
invest. Investments in core assets and inventory / stock inventories are estimated as the
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segment where businesses need to invest, followed by investments in professional
development of staff, mainly in trainings and increasing the number of employees and
expanding their business (growth in production, production / service capacities, new sales
points).
Based on the findings, looking at a general perspective, Kosovo companies lack support for
licensing, standardization and conformity assessment. Only 33% of surveyed companies
declared that businesses have sufficient support, while the rest stated that this support was
not enough and there is more to be done by the responsible bodies.
Do Kosovo businesses have enough support for licensing, standardization and
conformity assessment?

33%
Yes

No

67%

Part of the "Bottleneck" questionnaire included the aspect of bribery or bribe that companies
give during their operation. Although most companies were hesitating to answer these
questions, nevertheless feedback was received from them. More than 90% of the companies
participating in this study stated they did not give bribes during 2017. About 7% said they
had given bribes and only 2% said they had applied a somekind of bribe in some way.
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Have you given bribe during business operation?

2% 7%

91%

Yes

No

Somehow

About 50% of those companies that confirmed to have given bribes during their operation,
said they only gave bribes once a year. Only 6% of the surveyed companies have given bribes
more than four times.
If yes, how many times during the year 2017?

once

50

2-3 times

4 and more times

44

6

About 41% of businesses interviewed thought the legislation on export incentives was not
conducive and that legislation should be improved in order to have more positive effects on
businesses and to enhance export growth.
This can be done through the application of custom facilities, tax incentives, specific export
financing schemes and subsidies to companies which export. It is also necessary to unify
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trade rules and procedures and to meet the technical criteria in order to promote exports as
well. 15 percent of the companies were of the opinion that existing legislation is conducive to
stimulate export.
Is Kosovo legislation framework stimulating exports?
15%

44%
Yes

No

Partly

41%

The main business priorities for 2018 are focused on market growth, current market
retention, and expansion of product / service range. These perspectives are very promising
and if businesses are able to fulfill, all this will be reflected in their growth and further
development.
What are top priorities of your company for 2018?
Market growth

73

27
26

Extension of the production line

74
43

Expanding the range of products / services
Keep existing markets

42
29

Finding new business partners

Yes

No

57
58

71
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7. CONCLUSIONS AND RECOMMENDATIONS
1. Informal economy / unfair competition caused by the grey economy is the top barrier
of doing business in Kosovo for 2017 for all sectors of the country's economy. Informal
economy represents the main challenge for the (formal) private sector in Kosovo. In
recent years the government has given attention to the shift of grey enterprises into
the formal economy. As a result, many enterprises are now operating formally.
Nevertheless, there are still a considerable number of enterprises not (yet)
formalized, and the “new-comers” feel their unfair competition. Also, the “newcomers” are suddenly confronted with, for them, new rules and procedures, including
taxation and reports. The concerns of the local private sector are increasing, and this
is more so from the increased informality in the north of the country, especially when
it comes to products of strategic importance. KCC raises concerns about the nonfunctioning of state mechanisms to keep control of informality that has greatly
impaired their competitive ability and the development of enterprise potentials, and
in the same time requests facilitation of the procedures and rules and make them less
complicated;

2. Strengthening the rule of law / Kosovo as a new state faces major challenges,
particularly in law enforcement. When the Kosovar business community emerged
from the war it entered in an unchartered and not yet regulated business
environment. KCC has repeatedly emphasized the need to improve the legal
environment as a prerequisite for functioning of business and business development.
Delaying litigation for years has led businesses to lose confidence in the courts, even
occasionally not thinking of them as an option to solve the problem. Also when the
decision returns positive, the delays business encounters have often resulted in
bankruptcy. Law enforcement remains a major issue. Kosovo Chamber of Commerce,
in line with the business needs within its range of services, has the arbitral tribunal,
which greatly facilitates the resolution of business problems in domestic and
international disputes. KCC believes that the legal crisis has more impact on the
enterprises than the economic crisis. A thorough reorganization is needed to reform
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the current legislation towards the circumstances in Kosovo. This is proven through
several existing indicators (e.g. business confidence and bottleneck studies published
by KCC);

3. Support for Vocational Education and Training and Lifelong Learning/ The
Government and the Parliament of the Republic of Kosovo should issue and adopt a
legal package that enables the implementation of the "Dual Education" and
"Vocational Training" system, inspired by the experiences in, for example, Germanspoken countries, but necessarily adapted to local realities. The KCC's research clearly
shows that one of the main barriers is the scarcity of skilled labor for enterprises. As
a result, they do not exploit their potential and production capacities either for the
internal market or for export. Existing curricula in Kosovo are not consistent with the
current labor market needs, much less with the global trends projected for the next
30 years. The implementation of the "Dual Education" system requires, besides new
curricula, new professional standards, and a separate budget. Hence, KCC
recommends that in the budget for the coming years, the financing of the
implementation of the "Dual Education" be one of the top priorities. Adapting
educational programs to the needs of the business community will surely increase
their productivity and potential, particularly enhancing increased competitiveness
and penetration in foreign markets. Another additional step would be the inclusion of
private sector representatives in school boards. This is a cheap mechanism that makes
it possible for schools to be fed by the business communities on topics relevant for
further development;

4. The classification of the cost of electricity / for industry differs from that for
households. Industry finds costs very high, and is not satisfied over the delivery,
which is often interrupted, and not of constant voltage. It is recommended utilizing
the natural resources Kosovo possesses (lignite reserves) if not a necessity. Building
new generation capacities (New Kosovo Power Plant) should be undertaken soonest.
Next to that, the global energy policy transformation implies an increase in public and
private investment in efficiency. The use of sources of renewable and complementary
with the countries of the region, within the framework of a regional energy market
likewise requires new initiatives. In all these circumstances, when there is much
uncertainty about the future of the energy sector in Kosovo, the private sector
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constantly pays unbearable costs associated with a lack of regular and stable
electricity supply. This continues for 18 years in a row. Based on estimates of different
studies the extra costs on an annual basis reaches the value of 300 million euros.
Elements that contribute to this huge amount are network investment different
operators, diesel, voltage stabilizers, equipment damage, direct loss of productivity,
etc. The elimination of "uninterrupted" payment as a barrier is mainly manifested by
the dissatisfaction with the payment of electricity expenditures in northern Kosovo
by Kosovar institutions. (This creates also unfair competition.) New Kosovo Power
Plant construction contract was signed in December 2017, and is expected to start
constructing early 2019. However, since the beginning it was feared that the
requested internal rate of return (IRR) would lead to considerable price increase. In
addition to this dimension, the following actions are proposed:
o

Increase of the Energy Efficiency Fund, with the possibility of profitability for
all businesses (MED);

o Completion of the common energy market between Kosovo and Albania,
funded by KfW (KOSTT and the government);
o Increase of the fund for support of solar panel installations and other
equipment that enable the generation of energy from renewable sources in
manufacturing businesses (different ministries)
o Subsidizing part of electricity bills for exported products (various ministries);
o Financial support for start-ups and small business networks (MED, MIN and
MTI);
o Changing the tariff model by limiting cross-subsidization between different
categories of customers, and increasing supply competition (ERO);
o Handling of "capacity load" (maxigraph), based on regional practices and EU
countries (ERO);

5. High cost to prove international standards / in the nowadays situation, some
businesses realize the importance of recognized standards (like HACCP or HALAL).
This is however only incidental and in general, international standards are considered
an important obstacle for the Kosovo enterprises. It is foremost a question of
recognizing the importance, and to follow the discipline which comes with the
required procedures. Many enterprises just fail to see the importance, and think
standards are very costly. There is not much knowledge readily available for the
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enterprises and KCC could develop courses and information sessions on the topic.
Next to the issues of understanding and availability of training is the problem that
certifying institutions are hardly present in Kosovo, and experts must come to Kosovo,
for example from Greece. All this means that cost will increase, and that again will
decrease the interest of the enterprises. The government could start a comprehensive
project that will allow enterprises to understand the importance of standards, train
them on the topic and make it easy to obtain the required certificates. KCC
recommends transparency and inclusiveness in the producers' support programs, in
particular in certification, standardization and conformity assessment;

6. Supporting businesses in digitalization and networking, based on the Berlin Process
Agenda dedicated to WB6 (Western Balkan countries) one of the objectives of this
process is the digitization and networking of enterprises and businesses in the first
place in the member states of WB6 and secondly interstate networking. In this regard,
the KCC recommends state institutions to support private sector in Kosovo in this
dimension as a prerequisite for the full internationalization of local entrepreneurship.

7. Compiling business plans, and implementing them, was mentioned as an
obstacle/Support in compiling business plans, feasibility studies and various
strategies could help enterprises. The businesses have, in considerable percentages,
highlighted the problem of lack of business plans, as the main condition for financing
from banks, but also from other donors. KCC has created an online platform for
creating business plans http://oek-biznesplan.org/ which is finding good application.
Business demand remains the possibility of financial support in this regard. It is
recommended, alternative (financing) support for private sector business plans in
Kosovo. Support to this point would result with private sector support in promoting
services, products and opportunities in local, regional and international markets.
Nevertheless, a business plan is not only a tool for obtaining finance, but also a guide
for management;

8. Advancing partnerships with commercial banks in Kosovo under CBK monitoring to
allow flexible interest rates in the interest of the private sector and in particular the
production sector. These partnerships will improve the significant economic
indicators for the Kosovo economy, visible in aspects such as employment,
integration, multi ethnicity. Additionally, it will improve the balance of payments and
promote the image of Kosovo by branding our products and services. Other
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instruments could be developed too by the banks, such as easing procedures. The
government as well might develop specific support mechanism (e.g. for infant
industries and/or start-ups), such as tax breaks;

9. KCC is recommending the creation of a so-called one-stop shop in order to eliminate the
institutional bureaucracy, in particular with regards to licenses, permits and
certificates. Local and international businesses could obtain required documents fast,
and perform their duties with ease, thus eliminating bureaucracy and corruptive
occurrences;

10. Coordination of activities within the Ministry of Foreign Affairs on economic diplomacy,
for accession, promotion and improvement of Kosovo image and "Made in Kosova"
products;

11. Develop horizontal and non-vertical approaches for the allocation of subsidies /
demand especially for the manufacturing sector, which show a discrimination and
inequality in the allocation of government subsidies. KCC requires transparency and
advancement of public-private dialogue;

12. Defining role and responsibility conforming competences for economic ministries /
Kosovo has created an inadequate example of institutional non-coordination for
policies and actions for business support, particularly export and investment
incentives. There are at least 5 (five) ministries targeting to increase the
competitiveness of certain sectors and the promotion of foreign investment in our
country. Experiences with foreign companies that have expressed interest in
investing in Kosovo show that in most cases the "messages" that reach them
concerning the investment opportunities, given to them by the various executive
branches, are different, and these messages open up the possibility for several
interpretations. An inter-institutional coordination and the empowerment of a
common institutional message is one of the key prerequisites for strengthening the
promotion of investment opportunities and export growth. The government should
establish a joint mechanism within the Office of the Prime Minister, with adequate
budget and resources, as well as negotiating powers, so that export promotion
policies are coordinated, robust and substantial.
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