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Economic developments in Kosovo 

Alban Brati

Abstract

Kosovo, the last country to emerge following the collapse of the former Yugoslavia is dealing 
with many challenges to seeking economic prosperity and growth, social and political stability 
and European Integration. With almost half of its working force unemployed and poor 
economy Kosovo is looking forward after its declaration of independence to developing in 
large scale in every sector of its economy. But still foreign investment remains low and the 
GDP is one of the lowest in Europe. In addition citizens are considered the most isolated if not 
in the world at least in Europe because of not having the opportunity to travel abroad. Visa 
liberalisation process with EU has started with the countries in the region, but Kosovo still 
has long way to go to fulfil its requirements. In a short period of time Kosovo went through 
different bodies of administration and things had to be coordinated with UN, EU. Corruption 
is still a very serious “disease” and it is slowing the economic and social development. There 
are many plans to develop the economy of Kosovo, but still it looks like these plans are not 
having the desired effect. This paper emphasizes main problems of the economy in Kosovo 
and its problems toward the EU integration. Furthermore the political complexity is stopping 
and giving stress to the economic development. Finally it looks like diplomacy this time is 
going to succeed and a new era will begin for Kosovo and entire region towards prosperity, 
economic development and EU Integration.

Keywords: Kosovo, economic development, EU integration, investment, growth.

Introduction

Kosovo is the newest country in the world, which became independent from Serbia in 
February, 17th 2008. Still it hasn’t been recognized from all countries in the world, but 
this process is going on. Kosovo was part of Yugoslavia since 1913, but as the split of 
this union started with Slovenia and Croatia, everybody knew that in one particular 
time the same thing was going to happen with Kosovo, but it was just a question of 
time and the way of happening. 
Kosovo’s economy in the last few years is in progress, but it remains still one of the 
poorest economies in Europe with a per capita income between 1500 to 2000 Euro. 
Its economy depends very much on the diaspora and the international community. 
The money sent from the diaspora is estimated to account for about 15% of the 
GDP of Kosovo (CIA webpage, Kosovo, economy). Then there is a large amount of 
money which comes from international community and international donors. The 
unemployment rate is very high, and it’s estimated to be around 40%. This is a huge 
problem for the people, government and the international community. In the last ten 
years Kosovo has done a good deal and privatized almost 50% of its state-owned 
enterprises by number, and over 90% of state-owned enterprises by value, but the 
industry in Kosovo still remains very poor, because foreign investments are missing. 
The government is hoping to get FDIs and open a new era of industry in Kosovo 
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again as it was before the 1990s (Paul, Samuelson, Nordhaus 2008, 56). There are also 
few projects to invest in the electricity market, because the demand for electricity is 
growing every day not only in Kosovo, but in the entire region (Backe, Wojcik 2002, 
22).
Kosovo is a non-heavy-industrialized country which is based mainly in services 
and agriculture. Finding the best way for an economic development has shown to 
be a hard job for policy makers and its citizens. Historically the economy of Kosovo 
was the poorest one in ex- Yugoslavia during the entire history of its existence. It 
is well known that the economy of Kosovo cannot be changed overnight or over a 
short period of time, but rather only over a longer period of time. The length of this 
period remains unknown, but the probability remains high that current generation in 
Kosovo, which is one of the youngest in entire Europe, will continue to suffer. Kosovo 
is in need more than ever to closing the gap in all sectors with neighbour countries. 
All these changes look to depend a lot from the regional and European integration. 

The development of Economy 

Kosovo was characterised with its non-renewable resources for a long time. These 
resources were very important for the economy and also for a long period of time they 
were the main driver of the economy. In this category were different minerals, fossils, 
metallic minerals which can be re-used, and also coal. There are national projects to 
build new power plants to produce electricity close to the coal mines, because in last 
ten years the entire society suffered from the insufficient supply of electricity from 
the state owned company KEK. Also there are new concepts to produce electricity 
from other sources such as water, because Kosovo has enough water resources that 
could be used to produce electricity (Milica 2007, 45).
The strategy of the Kosovo government is to produce electricity not only for its country, 
but also for other countries in the region. Even though the idea may sound very good; 
producing electricity from the coal is becoming less and less popular, because there 
are environmental groups who are against this project. Another important point for 
the economical development are the human resources. The majority of people are 
young, but time is passing by very fast and the opportunity of having a job is more 
or less very low. There are many restrictions that were driven from the past; such as 
the war, the status and also the visa restrictions for EU countries (Dimitri, Demekas, 
Herderschee, Jacobs 2002, 87).
There are projects to build new highways and connect Kosovo with other markets 
in the region. In this case the important project is the highway from west to east 
which was built and brought people closer to the Adriatic Sea and EU market. There 
have also been investments in rebuilding roads and bridges in entire Kosovo. From 
the political point of view not only the recognition of Kosovo from other countries 
remains a big project, but especially the integration in the EU, and NATO. The way 
the relationship will develop with Serbia is also very important, because there are 
Serbian people who live in Kosovo, and their stability and integration will remain 
a factor that can bring peace, and prosperity, but it can also bring hard time for the 
stability of the region, because of the national ideas that exist in this part of Europe 
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from all parties involved (Heuberger, Vyslonzil 2003, 53). The idea is to learn from 
the past, and to build the future. Leadership gap remains one of the main problems, 
because the probability to mismanage funds from the tax payers, donors and funds is 
very high in Kosovo and also in the region (Mintchev, Bünger 2002). 
To encourage development in the past few years, some agreements have been reached. 
Just to mention few of them, AMBO pipeline, CEFTA agreement, plans for building 
roads and agreements for electricity integration network. One of the most encouraging 
development projects in the region is cooperation in the energy sector as noted also in 
the Commission’s communication. This agreement did not get a lot of attention from 
media as the trade integration agreement (CEFTA) did. Just to mention that CEFTA 
is a trade agreement between non-EU countries in Central and South-Eastern Europe 
and as countries join EU they leave this agreement. It aims to establishing a free trade 
zone. Now the CEFTA agreement has to be establishing by December 2010 in the 
Balkan region. Furthermore the Energy Community Treaty was signed in October 
2005 between EU and nine partners from the region including Kosovo (in that time 
UNMIK Kosovo). This treaty was built on the signed Memoranda of Understanding 
2002 and 2003 or the so-called ‘Athens’ Memoranda. The energy treaty entered into 
effect in July 2006. It creates the framework for a regionally integrated energy market 
for electricity and natural gas networks and the integration of that market in the 
wider EU market. 

EU integration

EU is present in Kosovo throughout its mission called EULEX, which is a mission for 
the rule of law (police, the judiciary and customs) since the day before declaration of 
independence. The EU supports Kosovo’s stability through the presence of a civilian 
mission in the context of European Security and Defence Policy (ESDP), and the 
appointment of a Special Representative for political reform. The Commission has 
reported also regularly to the Council and EU Parliament about the progress made 
not only in Kosovo but also in all countries of the Western Balkans region since March 
2002 (Kosovo under UNSCR 1244/99 2009 Progress report). Furthermore in year 2003 
countries of Western Balkans including Kosovo have been promised a European 
perspective at the Thessalonica Summit. At the Thessalonica Summit the Council 
of Ministers of EU introduced a European partnership for Kosovo, which sets forth 
the principles, requirements, and priorities that Kosovo must meet to materialize the 
European perspective. It was year 1999, when EU proposed the Stabilization and 
Association Agreement for the countries of Western Balkans. European Council in 
Cologne in June 1999 emphasized the commitment of the EU to assuming the leading 
role in rebuilding Kosovo. The Council approved the First European Partnership in 
June 2004 with Serbia and Montenegro including Kosovo under the UN administration. 
(Kosovo/A Development Strategy (Draft 1+1), 2006)
At the beginning of 2005 the Kosovo government gave the green light to the European 
Partnership Implementation Action Plan. In February 2005 this road map was taken 
as a work frame between EU and Kosovo government. In April 2005 the Commission 
published a Communiqué for the European Council and European Parliament on 
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the European Future of Kosovo, which included the commitment of the Commission 
Kosovos EU integration. The second European Partnership was adopted in November 
2005, which persisted of an action plan for the implementation of the European 
Partnership. The European Integration Process consists of three main objectives. 
These imply political, economic and European standards. Political objectives include 
democracy and rule of law, human rights and protections of minorities, regional 
relations, and establishment of mechanisms that guarantee the regional cooperation 
and the EU integration perspective as well as international obligations. Economic 
objectives are the functioning of the market economy and building the competitive 
capacity. And finally the European standards include internal market, sectoral 
policies, and legislative reform and also the implementation of acquis. (Kosovo/A 
Development Strategy (Draft 1+1) 2006) From the Kosovo perspective according to 
KDSP, the objectives concerning democracy and rule of law preclude the strengthening 
of governance institutions, strengthening the rule of law, public administration 
reform, harmonized system of central and local government, anti-corruption reform, 
promoting a coherent statistical framework for planning, managing and monitoring 
public policy, and finally building the competence and skills of all those working in 
public institutions for better management and effective governance. 
Concerning human rights and protection of minorities these steps have been 
mentioned: support to the adoption of principles of equality and social justice, 
strengthening the institutions responsible for overseeing and monitoring respect 
of human rights, support gender equality, strengthen the legal framework and its 
implementation for illegal construction and safeguarding property rights.
In addition intensification of Regional cooperation is an important objective and it 
includes such components as support to implement Single Free Trade Agreement 
(CEFTA), Southeast European Energy Community, Civil Aviation Area Agreement 
etc., cooperation with European and International institutions but also active 
involvement of Kosovo in SEETO to have access in regional infrastructure and 
transport projects, promote cross border cooperation to ensure viable regional 
coexistence and cooperation of Kosovo with other neighbouring countries. 
Concerning the area of economy which includes a functioning market economy, the 
action plan has to extend its work in these major points such as strengthening the 
transparency and sustainability of public finances and ensure consistency of public 
expenditure, support measures to establish effective institutions able to control and 
supervise public expenditure according to best international standards, help reduce 
dependency from custom revenues toward more comprehensive and effective tax 
internal collection methods, support the Kosovo Trust Agency to complete the 
privatisation process, and strengthen the capacity for regulation within an adequate 
framework, and finally establishment of a Kosovo Competition Authority. The 
Kosovo authorities have stated their uncompromising willingness to take the lead 
role in addressing these issues. Some positive steps have been taken, for instance 
in establishing anti-corruption bodies, but further action is yet to be seen. Only real 
progress in these areas will transform the image of Kosovo. 
In addition to the economic EU integration, Kosovo has done a good job towards 
building competitive capacities such as legal and policy framework for trade and 
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related policies (EU and WTO), including a Law on External Trade, strengthening 
the Investment Promotion Agency, institutional arrangements for managing 
international borrowings, financial sector reform and effectiveness of the financial 
institutions according to the needs of a changing labour market, improving the quality 
of primary, secondary and higher education, vocational and educational training, 
including life-long learning, finalization of labour law and the implementation of an 
Employment Strategy to enable progressive transfer of employment to the private 
sector, comprehensive social policies to promote employment and social cohesion 
and address poverty and social exclusion, particularly for youth.
Another issue of Kosovo’s EU integration is connected with the relations to Serbia. It 
looks like Serbia also slowly understands that there is no way backward and the best 
way for all parties involved on this issue is to look forward and accept the reality in 
Kosovo. Otherwise the region will miss another train that is moving towards Brussels. 

Conclusions

This paper showed that Kosovo is underdeveloped. Economic development is 
needed more than ever. The main sectors of the economy are poorly managed. The 
infrastructure remains unstable and complicated for doing business. The political 
status was for a long time one of the major factors for poor economic development 
and integration. Unfavourable terms of trade, low level of savings and investments, 
discriminative policies in ex-Yugoslavia, war, low level of education for both genders 
and banking sector have been factors that slowed down the political and economic 
development. Every single one of these factors is relevant for the poor economy of 
Kosovo and the combination of all of them brought chaos. 
Now, the new era has started and the main focus of the government and the people 
of Kosovo should be to improve their living standards and bring new positive 
challenges to the entire economy. And as we know from basic economics, growth and 
income is determined from productivity, and Kosovo should do more to increase its 
productivity.
Furthermore, there is more isolation as integration inside the territory of Kosovo 
between ethnicities. Changing the way different communities think about each other 
is a crucial point. The extremes that exist between Serbs and Albanians because of 
the past have to change. Peace is a prerequisite for economic development and EU 
integration. 
The EU integration is an open issue. Accession to the European Union (EU) is a stated 
objective of the Government of Kosovo. For its part, the EU has also underlined Kosovo’s 
European prospects. In July 2013, the EU announced plans to open negotiations on 
a Stabilisation and Association Agreement (SAA) with the prospect of EU accession. 
These negotiations were anticipated to begin in October 2013, but haven t started yet. 
In recent years, the Kosovar Government has been strengthening its capacities for 
coordinating and implementing reforms in preparation for EU convergence. The key 
actor and partner of the project is the Ministry of European Integration (MEI), which 
was established in 2010. The MEI has been entrusted with managing, coordinating 
and monitoring the EU pre-accession process. In this sense the EU is more aware about 
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the stability in the Balkan region, because more then ever stabilisation, cooperation, 
and living in peace are needed for the economic development and EU integration of 
Kosovo.
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