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About the Policy Spotlight 

 

In 2016, the American Chamber of 

Commerce in Kosovo (AmCham Kosovo) is 

starting to publish the ‘Policy Spotlight’ – a 

publication that aims to bring attention on 

different economic policies. In addition, this 

document is also intended to outline the 

challenges for the development of such 

policies, in order to pave the way for 

addressing them. The Spotlight will be 

published on a bi-monthly basis. While this 

edition places the spotlight on Kosovo Trade 

Policies, the following editions will center on 

other policies that are of interest to the 

private sector.  

Given that this is the first edition of this 

publication we are aware that it may be as 

comprehensive of the policies, nonetheless 

we commit to continuously improve it in the 

upcoming editions with your comments and 

suggestions.  

  

First Spotlight on Trade 

This document provides an overview of 

Kosovo's Trade Balance, but also aims to 

outline several policy solutions that Kosovo's 

institutions can undertake to strengthen our 

trade policy. In its entirety, the document 

places the spotlight on trends of foreign 

trade in Kosovo, the key trade policy issues – 

including several policy instruments, and the 

strategic sectors, identified as such by the 

Ministry of Trade and Industry.  

 

 

The document is concluded with Kosovo’s 

way forward for an improved trade balance 

and economic development of the country 

Overview of Kosovo Trade Balance  

 

Kosovo has continued to show positive 

economic performance in the last decade. 

Even though the impacts of the economic 

crisis that has hit the Euro Zone have not 

been entirely felt in the country, Kosovo’s 

annual real GDP growth has fluctuated from 

4.5% in 2008 to 1.2% in 2014. This level of 

growth is still not at the level required to 

sustain the economic development that 

Kosovo requires.  

Among the persisting challenges that the 

country’s economy continues to face is the 

large trade deficit and dependency on 

imports. 

This section of provides a general overview 

of Kosovo’s trade balance, with emphasis 

on the structure of goods that are traded 

and the key trade partners. 

 

POLICY SPOTLIGHT: TRADE 



 

 

 

Figure 1: Kosovo Trade Balance 2005-2014 

Overall trade balance  

Imports consist of the largest portion of 

Kosovo’s trade exchange. As the economy 

has grown, both imports and exports have 

hit the highest levels in 2014. While, the 

largest trade deficit has been recorded in 

2012, when relative to imports, exports were 

the lowest. 

Structure of goods traded 

The structure of goods that Kosovo has 

exported and imported from 2005 up to 2014 

has relatively followed similar trends in terms 

of types of goods that are traded across 

borders.  

As regards exports, the three main types of 

goods that Kosovo has exported include 

base metals, minerals, machinery, as shown 

in Table 1 below.  

Nonetheless, in sum, the exports still remain 

very low relative to imports. As regards 

imports, mineral products are the first, 

followed by food products (including 

beverages and tobacco) and machinery.  

The fact that imports still remain quite large 

as compared to exports - be it in 

composition or diversity - raises the need to 

draft and implement more dynamic trade 

policies.  

No. Exports Imports 

Goods Total exports 

2005-2014 

Goods Total imports 2005-

2014 

1 Base Metals and 

their products 

€ 1,201,552 Mineral  products € 3,906,017 

2 Mineral products € 301,997 Food 

products(including 

beverages and 

tobacco) 

€ 2,622,393 

3 Machinery 

(mechanical and 

electrical 

equipment) 

€ 120,303 Machinery 

(mechanical and 

electrical 

equipment) 

€ 2,388,273 
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Table 1: Total exports vs. imports 2005-2014 

 



 

 

 

 

 

 

 

 

 

 

 

 

Kosovo 

products that 

will enjoy 

preferential 

treatment 

under the SAA 

include: 

 Potatoes; 

 Wine; 

 Dairy 

Products; 

 Apples, etc. 

 

Key trade partners 

The EU common market remains the main 

trade partner for Kosovo. In 2014, 30% of 

exports were placed in the EU market, while 

the majority of the remaining part pertains to 

the CEFTA market. Interestingly enough, 

China and India follow-up as main export 

partners in this year, due to the large amount 

of ores exported.  

43% of imports in Kosovo come from the 

European Union. While, compared to exports, 

imports to CEFTA countries are around 10% 

lower, but higher in total value. Turkey and 

China, followed by EFTA countries are the 

remaining largest import partners in 2014.   

 

Free Trade Agreements 

CEFTA 

Kosovo has become a part of the Central 

European Free Trade Agreement in 2007, with 

the aim of paving its way towards WTO 

membership. Currently, Kosovo enjoys a free-

trade regime with Albania, Macedonia, 

Serbia, Moldova, Montenegro, and Bosnia 

and Herzegovina and is exposed to a market 

of 20 million consumers. Through this 

agreement, Kosovo businesses benefit from 

an easier access to markets, consumers are 

now faced with a wider variety of product 

choices, and the community as a whole has 

managed to share knowledge, information, 

and know-how between the CEFTA parties.   

GSP with USA  

From December 2008, Kosovo has enjoyed 

preferential treatment with the United States 

under the Generalized System of Preferences 

– a program providing customs-free entry of 

goods produced in Kosovo to the US market. 

Currently, around 3500 Kosovo products are 

part of the GSP, including manufactured 

goods, raw materials, agriculture and fishery 

products, chemicals, minerals, marble, etc.  

In 2012, only $29000 worth of products has 

been exported from Kosovo to US under GSP, 

the majority of which were sauces. Still, in the 

following years, specifically 2014 and 2015, 

there is an increase in overall exports, as 

shown under Table 2. 

 2014 2015 

Total Kosovo 

exports to U.S. 

(re-exports 

included)  

749,657.85 1,765,787.73 

Table 2: Kosovo exports to US 

Stabilization and Association 

Agreement with the EU 

The Stabilization and Association Agreement 

(SAA) signed on October 27, 2015, between 

the Republic of Kosovo on the one side, and 

the European Union on the other side, 

consists of ten chapters, covering both 

political and economic aspects of the 

integration processes. In January 2016, the EU 

Parliament has ratified the agreement and it 

is expected to enter into force in the first 

quarter of 2016. 

In the aspect of trade, Kosovo has 

committed to continue facilitating the free 

movement of goods and services, based on 

the common concessions undertaken by 

parties, as well as being in full compliance 

with the General Agreement on Trade and 

Tariffs (GATT 1994) and the General 

Agreement on Trade with Services (GATS). 

According to Title IV of the Agreement, 

Kosovo shall gradually establish a free-trade 

zone within a period of maximum 10 years. 

Nonetheless, 14 Kosovo products have been 

non-negotiable, meaning that they will 

continue to hold a 10% customs tariff 

throughout the period on which the 

agreement is valid. 



 

Value Added Tax:  8% for basic goods 

 18% for other goods 

Custom Duties:  10%  

Excise Tax:  varies according to 

product as per the 

Law. 

 

A very important aspect of the SAA will be to 

encourage businesses exporting to the EU to 

increase the quality of products and abide 

to EU standards.  

FTA with Turkey 

In 2013, the Government of Kosovo 

concluded a Free Trade Agreement with the 

Republic of Turkey. The American Chamber 

of Commerce in Kosovo has sent the 

recommendations of its member companies 

in regards to the list of goods to be included 

for preferential treatment with this FTA. The 

agreement has yet not been ratified 

Trade Policy Instruments 

Tariffs 

There is a general consensus that the 

application of import tariff rates has 

significantly decreased over the years 

following the Great Depression in the United 

States. In this regard, the average custom 

tariff rates have been extraordinarily low for 

some of the largest economies. Following its 

EU integration path and membership in WTO, 

Kosovo has also followed international trade 

policies, by keeping its custom duties low. 

Currently there is a general 10% custom duty 

on imports and excise tax on imports varying 

from 10-50% of the value of the product. 

Some products, particularly raw materials 

used in manufacturing processes, enjoy a 

duty-free treatment with a view to stimulate 

domestic production. 

However, Kosovo’s membership in CEFTA, 

free trade agreements, and the recently 

signed SAA oblige the country to keep tariffs 

at a zero rate for majority of products. 

Considering that the largest portion of 

Kosovo’s consumption depends on imports 

and the higher costs of final products that 

are associated with import tariffs, it is more 

preferable for the country’s policies to be 

directed towards the creation of a good 

doing business environment that allows for 

competition and development of private 

sector and prevents the need to resort to 

classical trade policy instruments such as 

tariffs. In this aspect, another issue to be 

taken into consideration is that Kosovo 

economy is a relatively small player in the 

international market and as such does not 

possess the necessary economic power to 

impose such tariffs without running the risk of 

retaliation. 

Import Substitution 

As a concept that aims to strengthen the 

domestic industries by limiting imports, import 

substitution was one of the most used trade 

instruments up to the 1980s. More specifically, 

this policy requires support to domestic infant 

industries with the premise that after a period 

of time they will be able to compete 

internationally. Evidence shows that countries 

that have followed such a policy have grown 

significantly slower than others.  

Views are divided on whether Kosovo should 

follow such a trade policy. Principles of open 

market economy, including openness to 

international trade, are engrained in Kosovo 

Constitution. With the country’s pursuit for 

international recognition, this is a trend that 

has been followed by Kosovo government.  

On the other hand, difficulties with access to 

finance, informality, and other market failures 

might imply that there is rationale for the 

government institutions to implement import 

substitution policies in the country. 



 

 

 

However, a more sustainable way to improve 

the trade balance would be by improving 

the doing business environment, which would 

in turn create ideal conditions for private 

companies to flourish. 

Supporting domestic industries in order to 

gain their competitive advantage has been 

a continuous request from some sectors in 

Kosovo. The Ministry of Agriculture, Forestry, 

and Rural Development has been one of the 

institutions to support with grants several 

agricultural and food processing sectors in 

the country, aiming to increase their 

capacities in covering the Kosovo market. 

Macedonia and Serbia are two of the 

regional countries that have championed 

direct subsidization and grants for the 

business community.  

As regards other forms of import substitution, 

with the newly signed SAA, Kosovo has laid 

out its concessions in regards to goods that 

the country has a potential to produce 

domestically. In this regard, around 14 

Kosovo products will still be subject to a 

custom tariff under SAA. Other safeguard 

measures on import do not exist for the time 

being, with a few cases having been 

recorded for short periods of time in the past.  

 

Export Promotion 

The Trade Policy of Kosovo is primarily based 

on the principles of free trade, with special 

focus on the promotion of exports. While the 

benefits of the policy are at large aimed at 

improving local competitiveness for 

international market access, the concrete 

steps undertaken by the government in this 

regard require a closer look.  

In the Kosovo Trade Policy, published by the 

Ministry of Trade and Industry, most of the 

measures to be taken are oriented towards 

improving exports. For instance, for 

agricultural products, the document specifies 

that the following steps should be 

undertaken: 

 Subsidy program 

 Improvement of productivity 

 Promotion of market penetration and 

access 

 Compliance with international standards 

While a subsidization program has been set 

up by the Ministry of Agriculture, it was not 

directed towards the improvement of 

productivity and quality, and no specific 

policies tailored to facilitate and promote 

exports were undertaken. Despite the 

potential the country has in agriculture, the 

fact that the industry continues to be 

characterized by a huge volume of imports is 

an indicator that much more needs to be 

done to address the issue of quality and 

standardization. 

With regards to industrial products, Kosovo’s 

trade policy is also directed towards 

promotion of exports. The following specific 

measures are outlined in this policy: 

 Improving production reliability 

 Encouraging cross-border 

infrastructure 

 Promoting vocational training 

 Improving technology  

All in all, the Government should be very 

cautious if in the future it pursues such 

policies as there is always the risk of 

encouraging inefficiency in infant 

industries, forgoing the benefits that the 

country can have from liberalized trade, 

and distorting the internal market. 



 

 

 

With the construction of the highway to 

Albania, transportation of goods has been 

facilitated to a great extent, hence 

improving trade exchange through the 

Albanian seaports. This, in addition to the 

connection to other ports in the region 

(outlined below) provide for a good 

infrastructure for transportation: 

 Port of Durres (Albania): 263 KM /163 

Miles –Transit Agreement in place with 

Albania  

 Port of Thessaloniki (Greece): 331 KM 

/205 Miles  

 Port of Bar (Montenegro): 303 KM /188 

Miles 

Creation of clusters to facilitate the use of 

infrastructure between businesses of similar 

sectors towards exports is also part of the 

Kosovo National Development Strategy. In 

this aspect, currently two business parks – in 

Drenas and Mitrovica, one industrial park – in 

Mitrovica, one technological park – in 

Shtime, one agro-industrial zone – in 

Suhareka, and three economic zones – in 

Mitrovica, Gjakova, and Prizren.  

While the business parks have proven 

successful to a certain point, with a number 

of businesses being situated in those parcels, 

and having access to the infrastructure, the 

business parks still remain void of additional 

services that would improve business’ 

competitiveness and facilitate exports. 

Similarly, even though the three cities have 

been declared economic zones for a period 

now, the plans have not been brought to life. 

Physical and institutional framework to 

transform these cities into free economic 

zones, providing for control of goods entering 

and leaving the territory, is yet to be 

established and put into use.  

In order to improve the competitiveness of 

Kosovo companies in the international 

market, the Government should functionalize 

the free economic zones, for instance, 

allowing for processing of goods without 

them being subject to taxation within the 

zones, make use of common infrastructure 

and facilities, and improve exchange of 

know-how between companies.  

A point of concern for the private sector 

overall, which in turn affects the 

competitiveness of Kosovo enterprises in the 

international market, is labor skills. The 

country should engage in promoting 

vocational training as a means of lowering 

the skills gap, in addition to pursuing policies 

that will help in improving access to 

technology.  

Overall, in terms of export promotion, the 

government through the trade policy has 

aimed to create a level playing field for 

Kosovo exporters vis-à-vis international 

companies, identify emerging markets for 

Kosovo products, as well as to provide an 

institutional framework that ensures 

diversification of exports.  

Procedures with Economic Impact 

Procedures with Economic Impact (PWEI) are 

intended to serve as incentives for doing 

business in Kosovo. In this aspect, Kosovo 

Customs offers several possibilities for 

companies in the trade and manufacturing 

sectors, in order to facilitate the cross-border 

exchange of goods and improve the trade 

balance of the country.  

Currently Kosovo Customs offers the following 

PWEIs, and detailed information on each can 

be found at the website of this institution: 

1. Custom Warehouses 

2. Inward Processing Procedure  

3. Outward Processing Procedure



 

 

 

4. Temporary Import Procedure  

5. Processing under Customs Control 

Procedure 

These procedures provide a wide range of 

facilitations for companies who use them, 

particularly, in the export side. For instance, 

Inward Processing Procedure provides duty 

relief on goods imported from outside Kosovo 

that are processed and re-

exported/exported from Kosovo. Temporary 

Import Procedures offer suspension of duties 

for those imported goods that are to be 

exported/ re-exported.  

In order for these procedures to produce 

their desired effects, Kosovo Customs should 

further work in promoting them and 

facilitating the conditions for those 

companies who want to use them.  

 

Antidumping, Countervailing and Safeguard 

Measures  

The Law on Antidumping and Countervailing 

Measures and the Law on Safeguard 

Measures on Imports present trade policy 

instruments that enable market protection, 

despite the free trade agreements that are in 

force and act as an impediment to 

placement of tariffs or other protective 

measures. However, these instruments should 

be used carefully in order to avoid distorting 

the domestic market and avoiding the risk of 

retaliation, given that in the end the final 

consumers are the ones who are faced with 

higher prices in the market. 

With regards to such protective measures, 

proponents of free trade argue that 

antidumping, countervailing, and safeguard 

measures should be the last resort for 

governments, and that other means of 

dialogue and cooperation should be 

exhausted first. For instance, in case of the 

CEFA, Kosovo has taken up numerous issues 

(i.e. non-tariff trade barriers) with the CEFTA 

Secretariat, where they have been resolved 

as opposed to immediately retaliating. 

Similarly, in cases when the Ministry of Trade 

and Industry has had indications that 

products were being dumped into the 

Kosovo market, it firstly has reached out to 

companies so that they reflect upon the 

prices, before issuing penalties.  

Challenges for Kosovo 

Despite the work that Kosovo has done thus 

far in promoting liberalization of trade and 

implementation of free trade principles, the 

country still faces some major challenges 

that preclude successful development in the 

international trade sector. Some of the 

barriers to free trade encountered by Kosovo 

have been outlined below.  

Non-Tariff Barriers for Kosovo exporters 

especially from the CEFTA parties have been 

a recurring problem ever since Kosovo 

became a party to the agreement. Some of 

the most important technical barriers include:  

 The inability to use Serbia for transit to 

export to other countries; 

 Excessive technical requirements on 

export of flour to Albania; 

 Excessive documentation 

requirements; 

 Verification of goods by different 

agencies; etc.  

 

Profiling based on risk assessment – currently 

Kosovo Customs does the profiling of 

companies based on several criteria, such as 

country of origin, type of goods, etc., without 

taking into consideration the history of a 

specific company with Customs.



 

 

In this regard, the American Chamber of 

Commerce in Kosovo has proposed that 

customs profiling be conducted on basis of 

risk assessment, on an individual level, and by 

considering the history that each company 

has had in the past with Kosovo Customs.  

Reassessment of goods and transportation 

costs– is a recurring issue reported from 

private sector representatives in the country. 

In this aspect, referential prices are used by 

Kosovo Customs in examining invoices, and 

many times the prices provided by 

companies differ from the referential prices, 

be that due to special agreements between 

the business partners, discounts, or simply a 

price change over time. A similar practice is 

followed with transportation invoices, which 

are many times reevaluated based on 

existing referential prices.  

Non-recognition of losses – especially those 

lost in transportation, by evaporation, or loss 

in weight of products has increased 

significantly the costs of several industries. For 

instance, the oil industry and wine producers 

are usually faced with evaporation of 

products as they are transported or stored. 

Given that currently no law is in force to 

regulate this issue, the custom and tax 

authorities oblige the companies to declare 

these amounts as sales, hence making them 

subject to taxation. AmCham Kosovo has 

proposed for the initiation of drafting a new 

law on losses that addresses the issue in a 

cross-cutting approach.  

100% coverage of tax liabilities on imports – 

companies in Kosovo are required to present 

a 100% financial guarantee (be that from 

banks or insurance companies) in case that 

they do not have the capabilities to repay 

the suspended tax liabilities. This is a major 

challenge for private sector as it decreases 

the working capital of companies and 

presents issues with cash flow, hence 

precluding their possibilities for growth.  

Independent Review Board– for a very long 

time has acted as a second instance for 

reviewing customs and tax-related cases. 

Given that the boards consisted of 

professionals of these fields, they ensured a 

more thorough examination of the facts. 

However, with the deactivation of this board, 

now dispute resolution requires more time 

and is more challenging. The Business 

Consultative Council MF-TAK-Customs-

Business Community has initiated the 

reinstitution of this board.  

Informality – at large hinders the creation of 

a level playing field for all participants in a 

market, is many times a gateway to violating 

industrial and intellectual property rights, and 

discouraging foreign investors to invest in the 

country. While the customs has made 

progress in this regard, still quite a lot remains 

to be done in terms of preventing smuggling 

and better controlling the market.  

Interagency coordination – in several sectors 

it is very challenging for representatives of 

different institutions to properly communicate 

in resolving issues that businesses face or in 

carrying forward their activities in a more 

efficient manner. For instance, in the 

pharmaceutical sector, border control of 

medicines is conducted by the 

Pharmaceutical Inspectorate on a weekly 

basis. As a result, companies have their 

goods waiting at the border crossing points 

for days, as there is no specific date as to 

when such visits are conducted.  



 

 

 

Strategic sectors in Kosovo 

Among the strategic sectors that present 

good sources of export growth, are the 

agriculture and food processing, 

construction, and wood processing industry. 

These sectors are based around the 

resources that Kosovo has and have been 

some of the best performing industries in 

terms of exports. The following part of this 

section provides a more detailed snapshot 

on these sectors and their potentials.   

Agriculture and Food Processing 

Food processing and agriculture play an 

important role in the Kosovo economy, 

considering that more than 50%of the 

country’s population lives in rural areas. 

According to a study published by UNDP, the 

participation of this sector on the GDP is 

around 15%, having the highest potential for 

employment in the country. Even though in 

the past few years the trade deficit in the 

agricultural sector has increase, it should be 

noted that our exports have increased as 

well.  

Currently 80% of Kosovo’s agricultural exports 

are placed in the CEFTA market, while only 

around 40% of its imports belong to CEFTA. 

Albania is the only country where Kosovo has 

a positive trade balance with agricultural 

products, i.e. where it exports more than it 

imports. While the most negative exchange is 

with Serbia and Macedonia. Due to lack of 

competitiveness, Kosovo has not managed 

to completely exploit its free trade benefits in 

the agriculture sector and the sector requires 

specific policies directed towards improving 

its competitiveness.  

 

Construction Products 

Taking into consideration the construction of 

new infrastructural projects, this sector has 

been blooming the last few years in the 

country. Currently, around 40% of 

construction products are being produced in 

the country, and this plays a very important 

role in substituting imports and opening new 

jobs. Mainly, the majority of goods produced 

under this sector belong to metallurgy and 

metal processing.  

 

As regards the trade balance with such 

products, currently there are more imports 

than exports, with the majority of goods 

consisting of cement and its byproducts. The 

main trade partners of Kosovo in this aspect 

remain the CEFTA countries, followed by the 

EU member states. Considering the natural 

resources that Kosovo has, this sector 

presents a possibility for further growth and 

expansion of both coverage in the domestic 

market and exporting.  

 

Wood Processing 

Given that 44.7% of the general territory of 

Kosovo is covered in forests, wood processing 

is considered one of the sectors with the 

largest potential for growth. According to 

one of UNDP’s reports on the emerging 

markets in Kosovo, the wood processing 

industry is ranked as one of the most 

sustainable in terms of profit, results, 

employment, and exports. 

 

The majority of exports in this sector belong to 

the European Union common market, 

followed by the CEFTA countries. Even 

though exports have increased in 2011-2013 

and the years following, the trade deficit has 

also increased. With regards to structure of 

goods, it mostly includes wood-based 

furniture. 

 

 

 

 



 

 

Annex 1 – Key Legislation 

 Law on Internal Trade 

 Law on Foreign Trade 

 Law on Custom Exempted Goods and 

Goods with Zero rates 

 Law on Anti-Dumping and Countervailing 

Measures 

 Law on Safeguard Measures on Import 

 Custom and Excise Code of Kosovo 

 Law on Value Added Tax 

 Law on Excise Tax in the Republic of 

Kosovo 

 Law on Trade of Strategic Goods 

 

List of Acronyms 

AMCHAM – American Chamber of 

Commerce in Kosovo 

CEFTA – Central European Free Trade 

Agreement 

EU – European Union 

FTA – Free Trade Agreement 

GDP – Gross Domestic Product 

GSP – Generalized System of Preferences 

MTI – Ministry of Trade and Industry 

PWEI – Procedures with Economic Impact 

SAA – Stabilization and Association 

Agreement 
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