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Introduction 

 

The Sectoral meeting for the Trade, Industry, Custom and Taxation was held in Brussels on the 

26
th

 of May 2010.  

On this meeting, the Government of Kosovo was represented by the Ministry of Trade and 

Industry (MTI), Ministry of Economy and Finance (MEF), Ministry for European Integration 

(MEI) and the Kosovo Central Bank (CBK).  

From the European Commission, present were representatives of DG Enlargement, DG 

Trade, DG Enterprise, and European Commission Liaison Office in Prishtina. 

  

Meeting was co-chaired by Rajmonda Kukalaj, Ministry for European Integration, Director 

of Department for Economy and Trade, and Stefano Dotto, European Commission, 

Directorate General for Enlargement.  

 

Foreign Trade  

The EU is the main trading partner of Kosovo. The total trading turnover of Kosovo is as 

follows: the EU share is 39.33% of the total trade turnover, CEFTA partners represent 35.5%, 

while the other countries represent 25.2%. The trade turnover with the EU during the first 

quarter of 2010 increased from  39.3% to 40.7%, and turnover with CEFTA partner countries 

decreased  from 35.5% to 34. 2%. 

Kosovo has continued to record negative trade balance, influenced by the global financial crisis 

and the blockade by Serbia and Bosnia- Herzegovina. As a result the foreign trade deficit has 

been high (43% of GDP), where import coverage by export was 8.5%, which shows the need to 

improve competitiveness. During 2009, the EU trade has increased by 14.1% compared to 

2008, whereas imports increased by 4.6% in comparison with 2008, and exports have 

decreased by 24.7%. 

CEFTA 

The Ministry of Trade and Industry reported on the participation of Kosovo in CEFTA 

meetings and initiatives and emphasized that Serbia and Bosnia and Herzegovina do not 

recognise the Kosovan customs stamps. It is also reported about the regular consultation with 

local business associations regarding the problems arising from the implementation of CEFTA 

agreement. 

In December 2009 the Government approved the document 'Trade Policy of Kosovo' in order 

to provide the formulation and interpretation of trade policy of Kosovo, and afterwards to 

coordinate, implement, evaluate and review the outcomes of trade policy. 

The inter-ministerial 'Council for Trade Policy‟, consists of representatives of Ministry of 

Economy and Finance,  Ministry of European Integration, Ministry of Agriculture Forestry and 

Rural Development, Ministry of Transport and Telecommunication, Ministry of Public 



Administration  and Ministry for Foreign Affairs and is chaired by Ministry of Trade and 

Industry. This Council coordinates the inter-institutional structures responsible for 

implementing and monitoring the implementation of this strategic document, as well as the 

orientation of the internal and external market of Kosovo. At a more technical level is a 

'Working Group on Trade Policy', which operates within MTI, also including representatives of 

the business community. 

The Commission pointed out that it monitors closely the implementation of the CEFTA by all 

the signatory Parties and it plans to report regularly on its implementation in the annual 

Progress Reports. This is an important agreement for regional integration and the Commission 

values the regional ownership. The Commission regretted that in 2009 Kosovo did not organise 

the Sub-committee on Non tariff Barriers and Tariff Barriers to Trade, and that it recently 

failed to organise the Sub-committee on Customs and Rules of Origin. It asked clarification 

related to the preparations to ensure the CEFTA Chairmanship in 2011. 

The Commission stated that is aware of the fact that Serbia and Bosnia and Herzegovina do not 

recognise the Kosovan customs stamps, and is aware of the difficulties that this implies. 

The Commission gave an update on the state of play for the renewal of the Autonomous Trade 

Measures regime, which is currently discussed in the Council and Parliament according to the 

ordinary legislative procedure (co-decision). The Commission pointed out that the trade 

facts-finding mission of July will verify the situation with respect to the legislative, 

implementation, administrative and organisational situation and identify the main shortcomings 

in respect to trade matters. The Commission further underlined that, among others, the capacity 

to coordinate and implement trade and trade-related policies will be scrutinised carefully. 

Based on the findings of the facts-finding mission, the Commission will issue a number of key 

recommendations which Kosovo should fulfill before the Commission can consider further 

steps. 

 

Follow –up actions : 

 Ensure full effective participation in CEFTA, and lawful implementation of the 

Agreement, prepare and organise the CEFTA Chairmanship in 2011 according to the 

letter of the agreement; 

 • Establishment of Commercial Policy Inter- ministerial Council     Q2- 2010   

 • Establishment of  Working Group for Trade Policy  Q2- 2010 

 Follow up actions  after the Trade Mission Report    Q4- 2010 

 Join the EUROSTAT data base for the CEFTA trade flows;  

 

 

Industry and SME Policy 
 
Industrial Strategy  
The Department of Industry presented the 'Kosovo Industry Strategy 2009-2013', which is 

considered as internal document of the Ministry of Trade and Industry. This document 

evaluates the degree of development achieved by industrial sectors, identifies the serious 

deficiencies in competitiveness and proposes key policy interventions. Also, it was emphasized 

that the main purpose of the Strategy is firstly to provide a basis for raising the quality of 

industrial policy for the sectors that are included in the analysis, and secondly, to strengthen 

statistical data on Kosovo's industry. 

Kosovo's industry should be the most important contributor to economic growth, and should 

represent one of the most attractive sectors for foreign investments. Hence, it is a priority to 



increase its competitive skills in domestic and international market. By this strategy it is 

planned that by 2013, the industry will participate with 25% in Kosovo GDP, increase 

competitiveness, and provide 35% of exports. 

The European Commission asked additional clarifications on the status of the above-mentioned 

strategy and the different strategic documents prepared in Kosovo, such as the Strategy for 

Private Sector Development. In addition, the Commission enquired about the relation and the 

level of coordination between all strategies which affect the development of the private sector, 

and the two mentioned in particular. Others mentioned were the Sustainable Employment 

strategy, and the SME strategy. The Commission also raised concerns about the 

implementation  of the Industrial Strategy, as it is not approved by the government  and it does 

not contain operational policy measures. 

 

Follow –up actions : 

 Establishment of the database for the sectors under auspice of the Department of 

Industry. (Q4 – 2010) 

 Finishing phase of the chemical products laboratory for the improvement of products 

quality  (Q4- 2010) 

 Drafting the Training Curricula for the Company Managers for the betterment of product 

quality .   (Q4-2010) 

 Enactment of regulation for the authorization of Conformity Assessment Bodies (Q4-

2010) 

 Ensure consistency and coordination among strategies affecting the development of the 

private sector. 

 

SME Policy  

The Agency for the support of Small and Medium Enterprises reported on its activities. These 

are focused on four components: Internationalization of SMEs through representation/ 

participation in the European and regional initiatives; highlighting progress in Kosovo SMEs 

through SME statistics assessment of the main barriers to SMEs; implementation of programs 

and projects for SMEs for the reporting period and the impact of these programs. 

In November 2009, the law for „Economic Zones'  No. 03/L-129 was approved and also was 

updated through issuance of five Administrative Instructions (AI) that make the law fully 

functional, both in terms of institutional capacity as well as in procedural aspects. Based on this 

law until now there are five initiatives for the establishment of economic zones (industrial 

areas, business parks) that is estimated to involve over 100 businesses with 2,000   new jobs 

and with investments totaling over € 50 million. 

The Consultative Council that promotes the regional dialogue met twice this year.  

The Serb community established the „parallel office‟ which would involve other Serb 

Municipalities to follow the work of this Committee. ICO has been contacted and informed of 

this.  

The Agency also explained its participation in several regional and international initiatives 

regarding the development of SMEs such as the South East European Centre for 

Entrepreneurial Learning located in Zagreb which was established as an initiative of Balkan 

Countries, based on the European Charter for SMEs.  Kosovo is a member of the Steering 

Committee of this Center, giving a significant contribution through five experts in working 

groups. The Agency also participates in the “ Private Sector Development” project supported 

by SPARK , where one of the components is the establishment of SME Agencies association 

for the for the Western Balkans. Also, during this year the “SME Week” was organized starting 

from 9 – 15 of May.   

The Barriers that SMEs face in Kosovo are the power supply, access to finance, as well as the 

free movement of people (businessmen with their business partners), informal economy and 

corruption. Another barrier that is identified represents the lack of entrepreneurship, and the 

inadequate level of qualified human potential.  



The Commission  emphasized again the importance of a coherent strategic framework for the 

private sector in general, and the SME one in particular and of a sustainable approach in 

developing SME support projects, especially when the follow up of donor-led projects is 

concerned. 

 

Follow up: 

 

 Drafting of a report on SME progress policy for Kosovo in compliance with the 

principles of the Act 10 European on SMEs. (Q4 – 2010) 

 Participation in six working groups of the Steering Committee (SEECEL). (Q4 -2010) 

  Subsidies program for the Business Incubators and Business Centers  (Q4-2010) 

 The official opening of Drenas Business Park (Q4-2010) 

 

 

 

Investment climate and improvement of Kosovo image in the eyes of foreign 
investors 
 

The Investment Promotion Strategy is at its final stage of Drafting. In this framework, 

workshops were held with partners of interest in order to identify financial and non-financial 

subsidies for foreign investors in Kosovo, and to compare them with the region. 

The World Banks is implementing a project on evaluation and revision of licenses and permits, 

in order to create a better climate for investments in Kosovo.  The inventory of all inspectorates 

in Kosovo is in the process, in order to avoid the duplication and to assess what are barriers to 

business operation.  

Investment agreements were signed between Austria, Belgium, Luxembourg and the Office for 

the Promotion of Investment in Kosovo, (IPAK). Other agreements are under negotiations with 

Germany and the countries of the region (mainly countries of CEFTA).  Advise has been 

provided by the World Bank and OECD, to the IPAK staff on improvement of the investment 

climate in Kosovo. A database has been created, and should be used by municipalities to 

identify free lands (Municipality area, designated for economic purposes) that can be offered to 

potential investors. 

It was reported that 649 contacts with potential investors were established, and that, for the 

moment, there are 3300 foreign businesses in Kosovo. Moreover, it was stated that foreign 

investments in 2010, are estimated to € million 291, € million 50, less than in the year2009. 

Regarding promotion of the image of Kosovo, and cooperation with interested partners, several 

conferences and promotion seminars, trade missions (purchasing and sales) in different 

European countries were organized. Other activities have also been organized through 

international media marketing (Future Magazine, British Chamber of Commerce, World 

Finance, Diplomatic Circle and Financial Times) to promote Kosovo as destination of 

investments.  

The main objectives for the future will be to address the factors that emerge from World Bank 

and OECD evaluations, in order to create a better climate of investment in Kosovo. 

The Commission remarked on outmost need for donor coordination program to be 

implemented. Moreover, the Commission side advised that, in addition to working on its 

image, Kosovo would be well advised to continue addressing key obstacles identified as an 

example in the WB ‘doing business‟ report, pursuing more fundamental  reforms.  

 

Follow up activities : 

 

 Drafting of Investment Promotion Strategy 2010-2013.  (Q4/October - 2010) 

 Drafting of Export Promotion Strategy  (Q4 – 2010) 

 Continual  promotion of investment opportunities in Kosovo (Q4-2010) 



 Post- investment  services to investors  (Q4 -2010) 

 Issuing a recommendation for financial and non-financial incentives for foreign        

investments (Q4 -2010) 

 Issuing a report on inventory of all types of inspections in Kosovo (Q3-2010) 

 Licenses and permits evaluation in local and central level  (Q4-2010) 

 

 

Customs and Taxation 
 
Customs  
 
Regarding the legislation aspect, Customs reported that the Administrative Instruction 

implementing the Customs Code entered into force in September 2009; in December 2009 the 

law on Intellectual Property, No. 03/L-170 (DPI) was adopted, and four co-operation 

agreements were signed with Customs administrations (Albania, Montenegro, Turkey and 

France). The rest (14 other agreements) are still in process, whereby some of them are in the 

negotiation phase. 

Concerning the IT system, during the reporting period, the customs Administration selected the 

new system ASYCUDA World, which will replace the current TIMS.  This system is owned 

by UNCTAD and according to the officials the program is in full compliance with European 

standards and that it will cost about € 800,000 to Kosovo budget. The European Commission 

through the EU-CTA program (European Union Customs and Tax Assistance) is funding 

experts for three projects (one of them is the IT expert).  

The National Center for Border Control was inaugurated in October 2009- under the concept of 

Coordinated Border Management (CBM) and the Kosovo Custom Operational Centre has 

become the National Center structured by the Customs and Border Police while officials from 

the Food and Veterinary Agency will soon be part of this team.  As for the Supply Chain 

Security, which is presented as a matter of challenge out of the Progress Report 2009, Customs 

has benefited through the IPA 2010 Supply Chain Project Management System Security the 

processing of data, of € 650,000. It is also reported that from September 2009 were signed: an 

Agreement on cooperation between Customs, Police and Tax Administration for the purpose of 

combating illegal economic activities; in February 2010 was signed a cooperation agreement 

with the Anti-Corruption Agency; in January 2010 the relative Action Plan was approved; in 

2010 Customs and Tax Administration for the fight against the informal economy was 

established.  

Kosovo Customs in 2010 approved the organizational chart providing for internal reallocation 

of staff to units in charge of inspections - four officers, Department of Intellectual Property 

Rights (DPI) - 9 officials, creation of Crime Unit -3 officials and organized the creation of 

special units of FAST ((Flexible Anti-Smuggling Team) .  

The national operational centre is established and attended 24/7. Also efforts to fight 

corruption have been further intensified. 

The Commission advised that the Customs administration establishes a sound and long term IT 

strategy, and that IT investments are done with long terms needs in mind, in particular as these 

are done with the use of EU funds.  

Commission noted that the review board is not complete, and that this is at the origin of a 

backlog of cases not settled. The Government has proposed names to Assembly, and those 

discussions are ongoing and appointments should be completed within days, which would 

allow to eliminate the backlog of cases. 

Follow up activities :  

 

• Increase the number of officials in Sector 9 on Intellectual Property Rights (Q4-2010)  

• Create Unit against organized crime and their recruitment of (Q2-2010)  

• Creation of special units of FAST (Q4-2010) 

• Implementation of new electronic system ASYCUDA (Q4-2010)  



• Combating smuggling (Q4-2010)  

• Satisfaction of the plan this year under EU standards Blueprint-in  (Q4-2010)  

• Further cooperation with agencies in Kosovo in order to implement the (IBM) (Q4 2010)  

 

Taxation 
 

The issues that were discussed by the Tax Administration of Kosovo were the taxation reforms 

and its implementation, operationalization of IT capacities, release of fiscal numbers and exact 

business identification, legislation and implementation of Fiscal Electronic Equipments (FEE). 

 

Concerning progress in the legislative area, the Law for Personal Income Taxation (PIT), Law 

for Corporate Income Taxation (CIT) and the Law for Value Added Tax (VAT) were 

approved. According to Kosovo, Laws on PIT and CIT already have been harmonized with the 

acquis and offer guidance for taxpayers; the Law on VAT it is fully in accordance with the EU 

standards. 

Several implementing provisions were also presented, such as: Administrative Instruction for 

the amendments of the Law for Tax Administration and Procedures, Administrative Instruction 

on TAK‟s Integrity Protection, Administrative Instruction and technique specification  for the 

implementation of fiscal cashiers (was approved and implemented), Administrative Instruction 

on „Levy on Bank Accounts‟, Treasury and other financial institutions, as well the Inside 

Procedural Instruction. 

Fiscal Cashiers started are in use since March 2010, an issue that was followed by media 

campaigns.  

For the administrative capacity the Office for Modernization and Strategic Planning was 

established.  In January 2010 the Taxpayers Advocate was elected, and a special unit for 

investigation of fiscal evasion was set up. The selection of the Auditing staff is underway as 

well as the implementation of the new process of performance evaluation. 

Regarding the IT infrastructure, the modernization of the data processing system of the Tax 

Administration of Kosovo is proceeding according to the plans. 

Placement of taxation declarations in TAK‟s webpage has enabled better service and savings of 

about 100.000 euro per year. Progress can be noticed in the development of the e-filing system 

that it is being carried within the prescribed time limits. 

In order to increase the level of tax collection TAK has improved the ability to explore the 

contract payments and has improved the ability to audit taxpayers that have contracts with the 

Treasury. It is also enabled the automatic exchange of information between TAK and Customs. 

By 1
st
 of July 2010, 100% of the Value Added Tax registered companies that that did not 

submit the taxation declaration within 20 days after the filing deadline, will be contacted for 

clarification or to ensure that the statement is submitted. 

In the discussion, was underlined the need that staff of the Independent Board for Complaints 

Review, is completed. The participants were informed that list of the candidates for the Board 

is completed, and the Board members should be appointed by the end of June, allowing for 

faster processing of the collected complains.  

The Commission underlined that the challenge for Kosovo is to increase tax compliance. To 

this end, the implementation of fiscal identification numbers has continued. 48.000 numbers 

are now issued. A unit for the investigation on tax evasion has been set up, as well as the office 

for modernisation and strategic planning. The Action plan for TAK foresees to work in the IT 

strategy and on the reform of tax collection.  

The Commission also advised that the IT system is thought as a long term investment and that 

the Tax administration keeps in mind the need to elaborate a sound IT strategy. The reform of 

tax collection includes increased links with other administrations such as customs treasury, 

business registry. 

According to Kosovo, all these measures should reduce significantly tax evasion by 2013. 

 

 

Follow up activities : 



 

 Completion of the independent Board for complaints review that needs to have 17 

members- (Q4-2010), 

 Realization of the 90% involvement of taxpayers under the fiscal cashier project  

 (Q4-2011). 

 The establishment and modernization of the current IT system (SIGTAS)  (Q3-2010). 

 Bidding through the process of procurement for the purchase of the new IT system for 

TAK needs – (Q4-2010). 

 Filling with additional staff under the Tax Investigation Unit that exclusively will deal 

with combating the informal economy and sophisticated schemes of tax evasion -  (Q4-

2010). 

 Providing a special telephone line that will be functional 24 hours, in order to facilitate 

the reporting of possible corruption within the TAK and reporting of other negative 

occurrences by third parties, which is expected to get into function during (Q3-2010). 
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