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Introduction

The study Access to Capital is a study

which comprises of two parts. The first

part contains the results of the research

conducted with businesses, to identify the

sources of financing which are available to

businesses for a business start-up or further

business development. While the second part

contains the answers provided by the banks

during separate interviewing sessions

conducted by American Chamber of

Commerce in Kosovo, with regards to the

experience of banks in loaning businesses. The

research and the interviewing sessions were

conducted during February-March 2010. At the

end of each part of the study, concrete

conclusions and recommendations have been

provided for each of the issues raised in the

study.



Part 1 – Sources of

Financing for

Kosovo Businesses

American Chamber of Commerce in

Kosovo (AmCham) has conducted a

research with businesses, members of

AmCham Kosovo, the purpose of which was to

render findings on the sources of finance that

businesses usually use during a business start-

up or implementation of later business plans.

Through this research, AmCham Kosovo also

aimed at understanding if members prefer

bank loans as sources of finance for the

development of their business, what are the

reasons that they have asked for a loan in the

last two years and what was the amount

requested. The survey was conducted with 15

businesses of different size and from different

sectors of Kosovo's economy.

The research shows that businesses have access

to limited sources of capital, such as personal

loans, borrowings from family and friends and

high-interest loans.

This highlights the necessity of creation of other

sources of capital at more affordable

conditions. The findings of the research have

been presented in a graphical manner as to

enable the reader understand better the

findings of the research. The final part of

contains conclusions and recommendations on

the further steps to be undertaken.



Responses from

Businesses

1. Sources of finance used for business start-up:

a) Personal savings

b) Bank loans

c) Borrowings from family/friends

d) Donation

Responses on the first question have been presented in the chart below:

2. Sources of finance for implementation of later business plans:

a) Personal savings

b) Bank loans

c) Borrowings from family/friends

d) Donation

Responses on the second question have been presented in the chart below:

a, b, d - Personal

savings, Bank loans,

Donations

7%

a, b - Personal

savings, Bank loans

27%

No reply

7%

c) Borrow ings from

family/friends

13%

a) Personal savings

39%

b) Bank loans

7%

No reply

7%

a, b - Personal

savings, Bank

loans

33%

b) Bank loans

53%

a) Personal

savings

7%



3. Have you sought bank loan within the last two years?

a) Yes, I have

No, I haven't

I have not, because I did not need one

d) I have not, because of high interest rates

I have not sought bank loan because I felt I would be denied

Responses on the third question have been presented in the chart below:

b)

c)

e)

4. The loan amount requested:

a) Up to 10.000 euros

10.000-to 50.000 euros

50.000- to 500.000 euros

500.000 euros and more

Responses on the fourth question have been presented in the chart below:

b)

c)

d)

b) No, I have not

33%

a) Yes, I have

54%

d) No I have not

because of the high

interest rates

13%

a) Up to 10,000

euros

7%

c) 50,000-

500,000 euros

20%

No reply

20%

d) 500,000

euros and more

53%



5. Primary reasons for seeking a bank loan:

a) Working capital

b) Capital investments

c) Debt consolidation

d) Domestic growth and expansion

e) Regional expansion

Responses on the fifth question have been presented in the chart below:

6. Factors believed to affect businesses' credit approval:

a) Business owner's credit history

b) Age of business

c) Business plan

d) Annual revenue

e) Amount requested

Responses on the sixth question have been presented in the chart below:

e) Regional expansion

7%

b, d - Capital

investments, Domestic

growth and expansion

7%

a, b, c - Working

capital, Capital

investments, Debt

consolidation

7%

d) Domestic growth

and expansion

7%

b) Capital investments

19%

a) Working capital

26%

a, b, d - Working

capital, Capital

investments, Domestic

growth and expansion

7%

No reply

20%

c, d - Business

plan, annual

revenue

7%

a, c, d - Business

owner’s credit

history, Business

plan, Annual

revenue

7%

No reply

7%

a, b, c, d, e - All

options

19%c, d, e - Business

plan, Annual

revenue, Amount

requested

7%

b, c - Business

age, Business

plan

7%

a, d - Business

owner’s credit

history, Annual

revenue

13%

d) Annual revenue

7% a, c - Business

owner’s credit

history, Business

plan

7%

a) Business

owner’s credit

history

19%



7. Factors that would influence a decrease in the interest rates of bank loans:

a) Active monetary policies

Arrival of new banks

Increase of foreign investments

Responses on the sixth question have been presented in the chart below:

b)

c)

a, b - Active

monetary policy,

Arrival of new

banks

7%

No reply

7%

c) Increase of

foreign investments

13%

b) Arrival of new

banks

20%

a, c - Active

monetary policy,

Increase of foreign

investments

7%

b, c - Ardhja e

bankave të reja,

Increase of foreign

investments

20%

a, b, c - All options

7% a) Active monetary

policy

19%



Conclusions

Based on the results of the survey

conducted with the businesses,

members of AmCham Kosovo, one can

note that most of businesses have started up

their businesses with personal savings,

followed by a high number of those who have

initiated their business activity with personal

savings and (personal) bank loans, given that

commercial banks in Kosovo do not provide

business start-up loans. Whereas the third

primary source of capital for business start-up

are friends and family.

With regards to the sources of finance for

implementation of later business plans, half of

the interviewed businesses have used bank

loans, followed by personal savings combined

with bank loans.

With regards to the question whether they have

sought for bank loan in the last two years, it is

worth mentioning that half of the interviewed

businesses have not sought bank loans in the

last two years, whereas 13% of this proportion

have not sought bank loan because of high

interest rates. The latest global financial crisis

might have influenced the low proportion of

those who have sought bank loans in the last

two years.

Out of them who have sought bank loans in the

last two years, two thirds of them have sought

amounts from 50.000 euros to more than

500.000 euros.

With regards to the purpose of seeking a bank

loan, one can note that the largest portion of

businesses has sought loans for working

capital, followed by a smaller portion of those

who have applied loans for capital investments.

With regards to what would influence the

decrease of interest rates for business loans,

almost half of businesses believe that this

would be influenced by the arrival of new

banks and by an active monetary policy.



Recommendations

G
i ve n t h a t p e r s o n a l s a v i n g s ,

borrowings from friends and family

represent unsustainable sources of

finance and the small amounts of loans

provided as personal loans in one hand, and

lack of business start up loans on the other

hand, AmCham recommends the presentation

of start up loans or creation of new sources of

access to capital, that would enable the funding

of different business projects.

Since most of interviewed businesses have used

bank loans for implementation of later business

plans, than the high interest rates of the bank

loans they receive, become an obstacle to their

development. Particularly, given that most of

them have sought for huge amounts of bank

loans, where the interest is estimated to be very

high.

Alternative sources of capital would help in

d e c r e a s i n g o f i n t e r e s t r a t e s . T h i s

recommendation becomes more powerful if it is

estimated that a large number of businesses

have not sought for bank loans because of high

interest rates.

Based on the responses provided by the

businesses, AmCham recommends exploration

of alternative sources of finance.



Part 2 -Experience of

Banks in Loaning

Businesses

This part of the study represents the

answers of six commercial banks that

were interviewed in seven key

questions, which have to do with their

experience in loaning businesses. The received

answers are presented in a narrative form, and

not a graphical one, since the banks were not

given a template of questions for the survey, but

the answers were simply pulled out of the

interview. Also other comments outside the

questions posed were made. Nonetheless, the

source of all questions is confidential, but for

the sake of analysis and comparisons they are

referred to with the term Bank and the

respective number.

The questions that were made to banks are

written below:

1. How do you consider the procedures of

business loaning?

2. What is the period of returning the

loans?

3. For what purposes were there request

for loaning?

4. Do banks finance loans for starting

business activities (Start-up Business)?

5. What are usually the interest rates for

business loans?

6. What would affect in reducing the

interest rates?

7. What do banks think for the quality of

the business plans when they apply for

loans?



Responses from

Banks

1.

2.

In the first question on how banks consider

their procedures of business loaning, the

answers are as the following:

Bank 1, Bank 2, Bank 3, and Bank 4 think that

their procedures of business loaning are

simple and flexible.

Bank 5, on the other side, considers its

procedures of business loaning simple,

although it adds that recently it also started

asking from the businesses in an mandatory

way for their tax statements.

Bank 6 thinks that its procedures of business

loaning simple in general, but as this bank

gives priority to small businesses, their

answer for this sector is given also during a

single day.

In the second question on what is the period

of returning business loans, the answers are a

little different comparing to the answers given

in the first question, and they vary from 5 to

10 years.

The individual answers regarding the period

of returning business loans are given below:

Bank 1: maximum 5 years (60 months) / in

special cases to 7 years

Bank 2: maximum 10 years (120 months)

Banks 3: Has not given an answer saying that

this depends on the request

Bank 4: maximum 5 years (60 months)

Bank 5: maximum 6 years (72 months) / in

special cases to 10 years (especially for capital

investments)

Bank 6: maximum 5 years (60 months)



3.

4.

In the question for what purposes (working

capital or capital investments) banks have been

mostly asked for loans, the answers are shown

below:

Bank 1, Bank 2, and Bank 5 stated that in most

cases they take and approve loans for working

capital, whereas for capital investments they

take and approve fewer loans.

Meanwhile, Bank 3, Bank 4, and Bank 6 stated

that the requests for loans are separated almost

proportionally between those for working

capital and those for capital investments.

In the question if there were cases that banks

have given loans for starting business activities

(Start-up Business), the answer of each of the

banks was .

It is important to mention that three from the

interviewed banks stated that they give loans

for starting a new business activity, if the owner

of the new business has or has already had

another business.

Anyway, none of the Kosovo banks finances

businesses on starting their business activity

from the very beginning.

negative



5.

In the question on what rates do banks offer businesses loans, five of six interviewed banks stated

that they offer the lowest rates for business loans comparing to the competitive banks. But anyhow,

the answers of banks are as shown below:

Bank 1: 12% minimal

14% maximal

Bank 2: has not given any percentage with the excuse that it depends on the sum and period of the

loan returning

Bank 3: 12%

Bank 4: 11% for capital investments

14% for working capital

Bank 5: 12.8%

Bank 6: 12.3% minimal

22.5% maximal

Based on the answers given from the commercial banks of Kosovo, it can be concluded that the

average of the minimal rates that they offer for business loans is 12.02%.



6.

In the question on what would affect in reducing the interest rates for businesses, banks answered

as shown below:

Bank 1: Arrival of new banks

Bank 2: Arrival of new banks

The active monetary policy (making mandatory the use of fiscal cash registers, since this

way banks would have had a clearer picture of the turnover of the businesses that apply for

loans).

Bank 3: Has not given a concrete answer

Bank 4: Arrival of new banks

Active monetary policy (in the means of depositing funds of privatization and personal

savings in the commercial banks with appropriate rates).

Bank 5: Active monetary policy (by the presentation of the fiscal cash registers and by making it

mandatory to make payments through banks).

Bank 6: Arrival of new banks

Active monetary policy



7.

In the question on what banks think on the quality of the business plans, the answers are given

below:

Bank 1, Bank 2, and Bank 6 consider that up to 5% the business plans may be considered as good.

Bank 3 and Bank 4 state that they are not at all satisfied with the quality of the business plans that

they receive from the businesses that apply for loans.

While Bank 5 said that 30% - 40% of the business plans that this bank receives may be evaluated as

good.



Conclusions

In the base of the interviews made to six

commercial banks of Kosovo, it can be

concluded that regarding the procedures of

loan lending, all the banks think that their

procedures are simple; which means that the

answers are given very quickly, in cases when

businesses fill the asked requirements, and

when they bring the asked documentation from

the banks.

It can also be concluded that the period for

business loan returning varies from 5 to 10

years. The study also found that the loan

requests that dominate are the ones for working

capital, followed by the loans for capital

investments. The banks accept that they do not

lend loans for starting a business activity from

the beginning (Start-up Business), except for

cases when the owner of the business has

already had another business. Furthermore, by

the average minimal rate for businesses being

12.02%, this shows that the interest rates are

quite high. As a consequence, this discourages

businesses on applying for loans, by making it

impossible or postponing their development.

As far as the reduce of these rates is considered,

four of the six interviewed banks think that this

would be affected by the arrival of new banks,

even though they admit that this has not

happened so far. An impact on reducing the

interest rates, according to banks, would have

also had the intervention of the government, not

in the aspect of making a decision that would

make banks reduce their interest rates (since the

banking system in Kosovo is liberalized), but in

the aspect of presenting the fiscal cash registers,

or the empowerment of the obligation of

making payments through banks, or also by

depositing the state capital with appropriate

interest rates. In the end, from the answers

given from the banks, it can be concluded that

the quality of the plans of businesses that apply

for loans is very low.



Recommendations

� Expansion of the base of the financing

and crediting options:

- Pension funds

- Privatization funds

- Other deposits (tools from the

insurances)

� Strengthening of the Law of Financial

Report

� The improvement of the quality of the

business financial reports

� A better implementation of the Law of

Payments Through Banks

� Increase of the period of the loan

lending, especially for the loans who's

goal is using them for capital

investments

� Increase of financing with appropriate

interest rates for working capital,

especially for capital investments,

especially if estimated that this would

influence in increasing the capacity of

the business

� Begin with lending loans for starting a

business activity from the beginning

(Start-up Business) in cases when

clients submit professional and

interesting plans, which guarantee

success in the market, and  financial

sustainability

� The government monitoring in a strict

way the application of the fiscal cash

registers

Training of businesses, or recruiting

counseling companies for  the

preparation of the business plans

�



 





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




