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Abstract+
The thesis outlines the legislative reforms in the Republic of Kosovo (hereinafter Kosovo) 
with the purpose of encouraging, promoting, protecting, and attracting foreign direct 
investments. The legislative reforms are also analyzed on their harmonization to the EU 
acquis, which is the legal criterion for any state wishing to become a member of the EU. The 
method used to outline the legislation and its harmonization to the EU acquis is a comparative 
legal method. The method is used to analyze the origin, purpose and comparative elements of 
the law . The origin of the legislative reforms is a result of the legal background in Kosovo – 
being under three different sovereigns recently, all with different legal objectives. To further 
identify the origin, purpose and comparative elements of the legislative reforms the thesis 
analyzes documents used as guiding material of harmonization to the EU acquis. Those 
documents are, but not limited to, the SAA Action Plan, the SAP Dialogue, choosen chapters 
in the EU acquis, the National Strategy for EU Integration and other documents. !

The main law of encouraging, promoting, protecting and attracting foreign direct investments 
in Kosovo is the Law on Foreign Investments. The law offers protection, legal certainty and 
incentives to the foreign investors in Kosovo. The current law was recently enacted as a 
reform of the former law issued under the mandate of UNMIK. Thus the law changed in 
purpose and character to suit the objectives of Kosovo, one of which is the EU integration. 
The Law on Foreign Investment further offers the possibility of choosing an alternative 
dispute settlement in line with the purpose of protecting the foreign investor. 

 The Law on Foreign Investments is complemented by other laws in the purpose of 
encouraging, promoting, protecting, and attracting foreign direct investment in Kosovo. 
Those laws are, but not limited to, the Law on Corporate Income Tax, the laws on 
privatization, the Law on Public Procurement, the Law on Protection of Competition, and the 
Law on Public Private Partnership. The Law on Corporate Income tax establishes the 
corporate income tax to 10%. The laws on privatization establish the process of privatization. 
The Law on Public Procurement establishes that a procurement process shall be 
proportionate, transparent and effective. The Law on Protection of Competition seeks to 
prohibit actions that restrict, suppress, or distort competition. The Law on Public Private 
Partnership establishes cooperation between the authorities of Kosovo and the business 
organizations; therefore the law further opens up the Kosovo market. The legislations ability 
to encourage, promote, protect, and attract foreign direct investments can be undermined if 
the Government of Kosovo doesn’t handle underlying threats and challenges, which can be 
corruption and regional instability. To fight corruption Kosovo has established a legislative 
framework on the issue and cooperates with EULEX. To maintain a regional stability and 
regional cooperation Kosovo has engaged in a membership of the Central European Free 
Trade Agreement and entered a normalization process with Serbia.  

Kosovo must continue the legislative reforms to create an own legislative framework based 
on the Kosovo of today. A Kosovo with ambitions of EU accession and of a liberal business 
environment able to encourage, promote, protect and attract foreign direct investments. 
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Sammanfattning 
Uppsatsen redogör för lagreformer i Republiken Kosovo (hädanefter Kosovo), vilka syftar till 
att uppmuntra, främja, skydda och locka utländska investeringar till landet. Dessutom 
analyseras lagreformerna utefter hur dessa har harmoniserats till EU acquis – vilket är det 
juridiska kravet för alla stater som önskar ett medlemskap i EU. Den juridiska metoden som 
används för att redogöra för syftet med uppsatsen är en komparativrättslig metod. Metoden 
fungerar som utgångspunkt när lagens ursprung, syfte och komparativa element analyseras. 
Ursprunget till lagreformerna är ett resultat av Kosovos juridiska historia – Kosovo har under 
senare historia styrts av tre olika suveräner med tre olika rättsuppfattningar. För att vidare 
identifiera ursprunget, syftet och de komparativa inslagen med lagreformerna använder sig 
uppsatsen av dokument varpå lagen fick sina riktlinjer och direktiv i EU acquis 
harmoniserings processen. Dessa dokument är – men inte begränsade till – SAA Action Plan, 
SAP Dialogen, utvalda kapitel i EU acquis och National Strategy for EU Integration. 
  
Den primära lagen som syftar till att uppmuntra, främja, skydda och locka utländska 
investeringar i Kosovo är lagen om utländska investerare. Lagen erbjuder skydd, rättssäkerhet 
och incitament for utländska investerare i Kosovo. Den nuvarande lagen stiftades nyligen och 
ersatte den som var utfärdad under UNMIKs mandat i Kosovo. Den nya lagen ändrades till 
sitt syfte och motiv för att passa nya statliga värderingar – varav en är den Europeiska 
integrationsprocessen. Lagen om utländska investerare erbjuder ytterligare en valmöjlighet 
för de utländska investerarna att välja sin tvistelösning. Denna har skapats i syfte att erbjuda 
ytterligare rättssäkerhet för utländska investerare. 
   
Lagen om utländska investerare kompletteras av andra lagar i sitt syfte att uppmuntra, främja, 
skydda och locka utländska investeringar. Dessa lagar är – men inte begränsade till – lagen 
om företagsskatt, lagarna om privatisering, lagen om offentliga upphandlingar, lagen om 
konkurrensskydd och lagen om publika och privata partnerskap. Lagen om företagsskatt 
beslutar att företagsskatten ska ligga på 10 procent. Lagarna om privatisering redogör för 
privatiserings processen. Lagen om offentlig upphandling framställer att lagen skall vara 
proportionerlig, transparant och effektiv. Lagen om konkurrensrätt syftar till att redogöra för 
förbud mot åtgärder som begränsar, underminerar eller snedvrider konkurrensen. Lagen om 
publikt och privat partnerskap redogör för samarbetet mellan Kosovos myndigheter och 
näringslivsorganisationerna – denna lag främjar därför en mer öppen marknad i Kosovo. 
  
Lagrummens möjlighet att uppmuntra, främja, skydda och locka utländska investeringar hotas 
att gå förlorad om Kosovos Regering inte behandlar underliggande hot och utmaningar – 
dessa kan vara korruption och regional instabilitet. För att bekämpa korruptionen har Kosovo 
utfärdat en rad lagrum rörande problemet. Kosovo samarbetar samtidigt med EULEX för att 
bekämpa korruptionen. För att säkerställa en regional stabilitet och regionalt samarbete har 
Kosovo gått med i det Centraleuropeiska Frihandelsavtalet och samtidigt påbörjat en 
normaliseringsprocess med Serbien. 
  
Kosovo bör fortsätta reformera lagrum i syfte att etablera ett rättssystem som passar dagens 
Kosovo – ett Kosovo med ambitioner om ett EU medlemskap och en vision om ett liberalt 
företagsklimat som klarar av att uppmuntra, främja, skydda och locka utländska investeringar.  
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Chapter(1(–(Introductory(Chapter(
 
The Republic of Kosovo (hereinafter Kosovo) has continuously been reforming its legislation 
since the break with the legal framework under the Socialist Federal Republic of Yugoslavia 
(hereinafter SFRY) and under the mandate of United Nations Interim Administration in 
Kosovo (hereinafter UNMIK). The Government of Kosovo (hereinafter GoK) has – since the 
independence – established that one of its highest rated objectives for boosting economic 
growth will be to create a safe and legit business environment, which is able to promote and 
attract foreign direct investment (hereinafter FDI1). The Ministry of Finance stated that one of 
the main objectives of achieving a sustainable economic development is to create a business 
environment that increases investment.2 To encourage, promote, protect, and attract FDI the 
European Commission (hereinafter EC) urged for stability and improved economic 
governance. “For small and developing economies like Kosovo’s, FDI directly contributes to 
economic growth, as well as to economic competitiveness and integration with regional and 
EU economies”.3 Kosovo has reformed its legislation to – among other things – create a safe, 
fair and reliable business environment that is promoting, encouraging, attracting, and 
protecting FDI.  
 
Another highly valued objective by the GoK is the European Union (hereinafter EU) 
integration process. The Prime Minister of Kosovo said the following words: “Today, we are 
ahead of a new dawn for the Republic of Kosovo. A new era. An era of European integration. 
Kosovo strongly believes that Europeanisation  is the best way forward to improve living 
standards and foster economic development for all citizens. The prospect of EU membership 
is of great strategic importance for Kosovo”.4 To meet the objectives of encouraging, 
promoting, protecting, and attracting FDI while at the same time approximate to EU Kosovo 
has started reforming the legislation in the business environment. The legislative reforms 
shall be in line with the Community acquis (hereinafter EU acquis) to suit the EU integration 
process. The EU acquis is the legal criterion that was established in the Copenhagen Criteria, 
which in turn is the criterion for any country seeking a membership in the EU.5 The EU 
acquis is the body of common rights and obligations that is binding on all the EU member 
states and those wishing to become so – as Kosovo. 
  
While reforming its legislation Kosovo must be aware of underlying threats and challenges, 
which can endanger the legislative reforms of encouraging, promoting, protecting and 
attracting FDI and the EU acquis harmonization. The threats and challenges can take the 
shape of, but is not limited to, corruption and regional instability. Kosovo is searching for 
means of further tackling these issues in order for the legislative reforms to be more effective 
and the path towards EU accession more certain.  
 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 A definition of FDI is to be found by the European Commission and follows like this: ”Foreign direct investment 
is a direct investment into production or business in a country by a company in another country”, available at: 
http://ec.europa.eu/trade/policy/accessing-markets/investment/ (last updated 12/05-14). 
2 Government of Kosovo – Ministry of Finance, Medium Term Expenditure Framework, 2013-2015, p. 8. 
3 National Council for European Integration, Diagnostic Report on Kosovo’s Path Towards the European Union, 
2020, Deutche Gesellschaft fur Internationale Zusammenarbeit (GIZ) GmbH, p. 65. 
4 Government of Kosovo, SAA Action Plan on negotiation of the Stabilisation and Association Agreement, 2012, 
p. 2. 
5 See 3.0 Theoretical Explanation p. 9. 
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(

1.1(Purpose(and(Question(Formulation(
This thesis seeks to outline the legislative reforms in Kosovo – since the break with FRY and 
UNMIK – in order to foster a business environment that encourages, promotes, protects, and 
attracts FDI. The present work also seeks to – in light of the EU integration process – describe 
if these reforms are harmonized to the EU acquis. The present work will further emphasize 
underlying threats and challenges, which can come to endanger the legislative development 
on the business environment area and thus hinder FDI from reaching Kosovo. The threats and 
challenges can also endanger the EU integration process in terms of undermining EU acquis 
demands and obligations for EU accession.  
 
The thesis will give answers on how the legislative reforms on the business environment area 
have ben established to encourage, promote, protect, and attract FDI. The present work will 
further inquire the legislative harmonization to the EU acquis. The thesis will also answer 
how underlying threats and challenges may be a threat to Kosovo’s ability to encourage, 
promote, protect, and attract FDI and its EU acquis harmonization process. Solutions to the 
threats and challenges will be discussed and analyzed in strict adherence to legal solutions. 
  
 
1.2(Delimitation(
The definition of business environment will not be used in a general term but in strict 
adherence to the legal area of the business environment.6 The thesis will not analyze the role 
of legal institutions, enforcement of contracts, obedience by the law, or any statistics on FDI 
resulting from the legislative reforms. The thesis will exclude all parts of the business 
environment that does not affect the possibility to direct encourage, promote, attract and 
protect FDI. The thesis will exclude all analysis on the rule of law – in terms of protection 
under courts of Kosovo etc. The thesis will not analyze all the chapters of the EU acquis. The 
thesis will further exclude all demands and recommendations from the World Bank, States, 
UN, Organization for Economic Co-operation and Economic Development, World Trade 
Organization, and International Monetary Fund. All of the possible underlying threats and 
challenges will not be analyzed.7 The thesis will further exclude all analysis relating to laws 
on trade, local investments, access to finance, and the development of small and medium 
enterprises. 
  
Most of the delimitated parts are very important for the overall understanding of the business 
environment in Kosovo but must be excluded due to time and page limit. However, there will 
be references to documents, discussions and other relevant material to give the reader a 
possibility to go further – those can appear in annexes.  
  
(

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
6 The legal area of the business environment will – in this thesis – be legislation used to encourage, promote, 
protect, and attract FDI to Kosovo. 
7 Corruption and Regional Instability were the chosen threats and challenges because the author thinks that those 
brings the most concerns to foreign investors and can undermine the entire protection of the foreign direct 
investments. At the same time these threats and challenges can undermine the EU integration process and the 
economic growth. There are many threats and challenges, but for foreign investors the writer – in close 
consultation with lawyers and politicians – regard those to be the ones of most concern. See more in 4.2 Threats 
and Challenges. 
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1.3(Legal(Method(and(Material(
This thesis will be based on, but not exclusively, a comparative legal method. The chosen 
method will be used to analyze the legislative reforms’ origin, purpose and to compare 
Kosovo’s legislation to that of EU. The origin of the law can be derived from different 
sovereigns, such as SFRY, UNMIK and Kosovo.8 The purpose of the legislation – from this 
thesis perspective – is to promote a safe and reliable business environment, which 
encourages, promotes, protects, and attracts FDI while at the same time is harmonized to the 
EU acquis. The comparison between Kosovo’s law and the EU Law will be used to analyze if 
the legislative reforms have been harmonized to the EU acquis and where further 
harmonization is needed. With the legal background in mind and the EU integration process 
in action, the comparative legal method is a necessary choice to achieve the purpose of the 
thesis. The comparative legal method will be complemented by other methods. The 
teleological method will be used to complement the comparative legal method when aiming 
to identify the laws’ purpose. The teleological method will further contribute in the analysis 
when outlining if the laws fulfill its purposes or if reforms are needed to better meet the 
purposes. The legal-dogmatic method will be used to identify current law and what the law is. 
It will further be used when analyzing the legislative reforms in isolation from the 
comparative and teleological elements. Finally the legal-dogmatic method will be used to 
outline the prerequisite of the law, whereby an analysis can be developed from a comparative 
and teleological aspect.  
  
The selection of material is chosen in close consultation with lawyers and politicians working 
in the Kosovo ministries. The main chosen material are official documents issued by the GoK 
and the EU. The paper will primarily focus on sources of law that are used by the GoK and 
the EU. Other sources of law can be used, mainly when criticizing and exposing gaps in the 
current legislation. The paper will divide the sources of law into three types: 1) primary 
sources of law, 2) semi-primary sources of law9, and 3) secondary sources of law. Primary 
sources of law are legislation and jurisprudence. The EU acquis cannot be seen as primary 
legislation yet due to Kosovo not being a EU member state; therefore it has to be considered 
as a semi-primary source of law. Also documents establishing and following up how the law 
shall comply and harmonize to the EU acquis and thus guiding the legislative reforms in a 
certain path is categorized as semi-primary sources of law. The secondary sources of law are 
– in this thesis – reports by Non Governmental Organizations (hereinafter NGO), reports by 
prominent scholars, legal principles, customs, and statements by prominent individuals 
involved in the field of interest for the purpose of this paper. Doctrine can be used to outline 
EU law but is lacking for the Kosovar laws outlined in the analysis. That is due to the fact that 
the laws are recently enacted and available doctrine reflects merely the former laws issued 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
8 See 2.0 Legal Background. 
9 In this thesis semi-primary is used to mean documents whereby the legislative reforms got its guidance and 
directives. The definition is based on the writer’s own conception in consultation with some politicians and jurists 
idea of the importance of these documents. This definition must not be seen as an official term used by the GoK or 
the EU. The definition is used when referring to documents of guidance and ”indirect” ruling on what shall be in 
the laws and how the legislative reforms should and was to be created in Kosovo. The semi-primary sources of law 
can be seen and understood as ”preliminary work”. The role of the semi-primary derives from Kosovos unique 
circumstances and the legislative reforming phase, which shall be in accordance with EU acquis to suit the EU 
integration process. These guiding documents cannot be seen as primary sources of law, neither as secondary 
sources of law – that due its strong impact on the legislative reforms on the primary law area. Due to these reasons 
the writer categorizes it as a new source of law.  
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under SFRY and UNMIK, which is material out of scope for this thesis. To compensate the 
lack of doctrine the thesis will use reports by prominent scholars and statements by prominent 
individuals involved in the field of interest for the purpose of this thesis.  
  
As primary sources of law the thesis will use relevant legislation in order to meet the aims 
and purposes of this thesis and further answer the question formulation in a satisfying 
manner. The main legislation identified in this thesis will be the Law on Foreign Investment. 
Other laws in the business environment area that complements the Law on Foreign 
Investment in its purpose of encouraging, promoting, protecting, and attracting FDI will be 
outlined in the analysis.10 The semi-primary sources of law that will be used to analyze the 
legislative reforms and the EU acquis harmonization are: the EU acquis chapters, 
Stabilisation and Association Process Dialogue (hereinafter SAPD), Diagnostic Report on 
Kosovo’s Path Towards the EU (hereinafter Diagnostic Report), National Strategy for EU 
Integration, Thematic Round Table Meetings (hereinafter TRT), and the SAA Action Plan. 
TRT are focused on practical needs and challenges that Kosovo institutions are dealing with. 
The Diagnostic Report is a general summary of main policies and perspectives that needs to 
be followed in order to join the EU. The National Strategy is the final document which 
includes TRT results and the diagnostic report. The EU Acquis, SAPD and the SAA Action 
Plan will be outlined in the theoretical explanation. The semi-primary sources of law serves 
as guidance of the legislative reforms in Kosovo, it initiates what has been done and what 
must further be implemented. The secondary sources of law are sub-normative acts, reports 
written by prominent scholars11, statements by prominent individuals12, legal principles, 
customs, and reports written by NGOs. For the NGO documents to be considered as a 
secondary source of law in this thesis, the NGO must be independent and sponsored by 
reliable donors from western democracies. The NGOs shall also be influencing the 
parliaments work and the legislative reforms in Kosovo. For the statements and reports by 
prominent scholars and individuals to be considered as secondary sources of law they should 
be referred to in jurisprudence or in the semi-primary sources of law. For the statements of 
prominent individuals to be considered as a secondary source of law the individual shall be an 
official involved in the field of legislative or legal development. The legal principles are 
known to the legal society in Kosovo as defined by law. General Principles of EU Law is 
included as part of the EU acquis and shall therefore not be seen as a secondary source of law 
but a semi-primary source of law in contrary to Kosovar legal principles.  
  
Annexes of interviews will be added to the thesis. The annexed material will serve its purpose 
of giving the reader a possibility to draw own conclusions based on the thesis and in 
consultation with prominent individuals working with the legislative reforming on this area. 
  
Due to the fact that the writer speaks and reads the Albanian language on an academic level, 
neither the legal sources nor the interviews are limited to the English language. 
  
(

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
10 The laws outlined in the analysis are, among others, the Law on Corporate Income Tax, Law on Public 
Procurement, and the Law on Competition etc. 
11 They can be Professors and Doctors with high reputation in the legal sphere of Kosovo in terms of well-known 
doctrine or as being re-phrased in jurisprudence and legal development issues. 
12 Individuals involved in the legislative developments on the business environment area, such as assembly 
members, lawyers, politicians and others. 
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(

1.4(Disposition  
Chapter 2 – Legal Background outlines the background relevant in order to understand the 
legislative reforms’ origin.  
 
Chapter 3 – Theoretical Explanation seeks to outline the theories of the semi-primary sources 
of law used to guide the legislative reforms in a EU acquis harmonization direction.  
 
Chapter 4 – Analysis seeks to outline the legislative reforms that encourages, promotes, 
protects and attracts FDI. The chapter further analyzes the harmonization to the EU acquis on 
the legislative reforms. The chapter will also analyze the chosen threats and challenges that 
can undermine the legislative development.  
 
Chapter 5 – Conclusion, Findings and Recommendations is where the thesis will present its 
conclusions, findings, hypothesis, and give general recommendations.  
 
 

Chapter(2(–(Legal(Background(

(
This chapter will describe the legal background leading to the current status of legislative 
reforms in the business environment area of Kosovo. The chapter will describe the mandate 
UNMIK held and how that affected – and still is affecting – the legal sphere of Kosovo. The 
chapter will further describe the Comprehensive Status Settlement Plan’s (hereinafter CSP) 
value and how it initiated a strong European influence – at a constitutional level. The legal 
background is explained for the reader to understand why Kosovo entered a phase of 
legislative reforms and why those are to be in line with the EU acquis. This chapter provides 
the reader with the origin of the laws that are outlined in the analysis. A short background of 
Kosovo’s history will be added in Annex I. 
 
The disposition of the chapter will be as follows: 2.1) Applicable Law Issues, 2.1.1) UNMIK, 
and 2.1.2) Kosovo and the CSP. 
 
2.1(Applicable(Law(Issues(
The legal structure of Kosovo is a tripartite one with three legal frameworks applicable 
simultaneously. The laws applicable in Kosovo include laws and regulations enacted by the 
AoK, regulations promulgated by the SRSG under the UNMIK mandate, and laws in force 
1989 under SFRY.13 The result of this legal framework is an unusual legislative complexity 
and body of applicable law. The AoK has the EU integration process in mind when enacting 
new legislation and thus it harmonizes the legislation to suit the EU acquis. The SRSG under 
the UNMIK mandate was more focused on international standards and international 
conventions. The law in place 1989 is the law issued under the SFRY. The reason behind this 
tripartite system is that Kosovo broke with FRY in 1999 and thus went under a UNMIK 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
13Assembly of the Republic of Kosovo, Investment Promotion Agency of Kosovo, Legal Framework,2008, 
available at:  http://www.invest-ks.org/en/Legal-Framework (last updated 9/4-2014). 
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mandate until the declaration of independence in 2008. The applicable law issue has been of 
big concern to foreign investors due to the uncertainty of the law and the interpretation 
problem when settling disputes. Another concern is that the law is irregular – on some areas it 
is well harmonized to the EU acquis and international standards, while on other areas the 
SFRY law are applicable. The concern is diminishing due to legal compensation for damage 
or economic loss as a result of applicable law issues. Due to both the legal uncertainty and 
new state objectives, deriving from new contextual realities, the legislative reforms in Kosovo 
are of significant importance. The importance is both for the EU integration process and for 
Kosovo to break with its past and create a single, certain, and predictable legal system.   
 
2.1.1(United(Nations(Interim(Administration(Mission(in(Kosovo(
UNMIKs mandate was a result of the UNSC resolution 1244.14 The resolution was ratified in 
2001 and established the Provisional Institutions of Self-Government, which left the final 
authority to the SRSG.15 Article 11 of the resolution 1244 established that it was to promote 
an extensive autonomy of self-government.16 The resolution further established that the 
international presence shall bear in mind the purposes and principles of the UN Charter. In 
Article 17, the resolution welcomed the work of EU in developing the economy and working 
towards stabilization in the region.  
 
These new sets of values, combined with the mission of promoting a self-governing Kosovo 
established a platform of legislative reforms with the purpose of diminishing former 
legislative acts by the SFRY. The promulgated laws were – and are – in line with 
international standards, but were created to suit the objectives of UNMIK in consultation with 
Kosovo, rather then to suit Kosovo’s own independent objectives, such as the EU integration 
process. A result of the objectives under the mandate of UNMIK might have been the 
uncertainty of Kosovo’s future status. The legislation must not only be reformed in terms of 
new contextual realities, but also to reflect the objectives of Kosovo as a sovereign state.  
 
2.1.2( The( Republic( of( Kosovo( and( the( Comprehensive( Proposal( for( the( Kosovo(

Status(Settlement 
Kosovo declared its independence in 2008 and thus a new area of legislative reforms 
appeared.17 A constitution was drafted later that year as a result of the independence and was 
given the value as the highest legal act of Kosovo. Article 65 of the constitution outlines the 
competencies of the assembly – one of which is to adopt laws, resolutions and other general 
acts.18  
 
Both the declaration of independence and the constitution was the result of the CSP19. The 
CSP was the document whereby the Constitution of Kosovo was drafted upon. The 
significance of the document to this thesis is its symbolic status and the European Legal 
Principles it imposed on the constitution. The International Steering Group determined that 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
14 UNSC, Resolution S/RES/1244, 1999. 
15 State Portal of the Republic of Kosovo, 2009, available at: https://www.rks-gov.net/en-
us/republika/pages/kushtetuta.aspx (last updated 13/04-14). 
16 UNSC, Resolution 1244, available at: http://www.unmikonline.org/Pages/1244.aspx (last updated 13/04-14). 
17 See Annex III on the Legality of the Declaration of Independence. 
18 Assembly of the Republic of Kosovo, Constitution, 2008, article 65, available at: http://www.kryeministri-
ks.net/repository/docs/Constitution1Kosovo.pdf (last updated 12/04-14). 
19!Comprehensive Proposal for Kosovo status Settlement, SG Martii Ahtisaari, UNSC, S/2007/168/Add.1, 2007.!



! 7!

Kosovo adopted the constitutional and legal framework necessary to fulfill the demands of 
the CSP.20  Kosovo adopted the wordings and guidelines of the CSP into its constitution – 
almost word-by-word. Throughout the CSP words as European best practice, European 
principles and European values are used to explain what character the constitution should 
strive to be drafted upon. The European influences in the constitution clearly demonstrate the 
strong impact of EU legal principles on the legislation in Kosovo. The highest legal act in 
Kosovo is therefore to a high extent based on EU legal principles, which is in line with the 
GoK new legislative objectives. Article 143 of the constitution establishes that the CSP has 
precedence over all legal provisions in Kosovo and thus the influence of EU principles gets 
bigger.21 The precedence and the role of the CSP demonstrate the significant role of EU 
principles in Kosovo – both on a constitutional and on a legislative level.22  
 
The new state objectives of Kosovo are – among other objectives – economic development, 
continuing the privatization process, fighting corruption, strengthening the RoL, and 
integration into Euro-Atlantic organizations. 23  Therefore, the legislative reforms on the 
business environment area come naturally to suit the GoK’s new state objectives in its 
contextual reality of today.  Two of the main objectives established by the AoK are to 
develop and reform the legislation and to approve legislation that is harmonization to the EU 
acquis. 
  
                                                

Chapter(3(–(Theoretical(Explanation(
 
This chapter will describe the EU accession criteria, SAPD, and the SAA Action Plan. These 
outlined documents – together with other documents24 – were used when guiding and 
directing the legislative reforms on the business environment area. The purpose of this 
chapter is for the reader to become familiar with documents of importance for the purpose of 
this thesis and so prepare the reader for the analysis and conclusion. All the documents used 
as semi-primary sources25 of law cannot be outlined in a theoretical explanation due to page 
limit. The thesis has chosen the documents that have affected the current legislation the most, 
mainly the legislation that encourages, promotes, protects, and attracts FDI. Other documents 
have either not contributed to the legislative reforming on the same basis, are summarized and 
included in the chosen documents, or are more concerned about future reforms and criticism. 
For example the Diagnostic Report on Kosovo’s Path Towards the EU, National Strategy for 
EU Integration, and the Thematic Round Table are more concerned with future reforms and 
criticism. These documents will be used throughout this thesis to expose gaps within the law 
and criticize for further alignment with the EU acquis. The documents of semi-primary 
character are important for the overall understanding of the alignment with EU acquis and for 
the reader to understand the origin, purpose and character of the legislative reforms that seeks 
to encourage, promote, protect, and attract FDI in Kosovo. Due to this reason the semi-

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
20 European Commission, Feasability Study for a Stabilisation and Association Agreement between the European 
Union and Kosovo, 2012, p. 4. 
21 Assembly of the Republic of Kosovo, Constitution, 2008, article 143, available at: http://www.kryeministri-
ks.net/repository/docs/Constitution1Kosovo.pdf (last updated 12/04-14). 
22 See Annex IV Discussion on Kosovo’s Highest Legal Act. 
23 Board of Directors, European Bank For Reconstruction and Development, Strategy for Kosovo, 2013, p. 6. 
24 See 1.3 Method and Material. 
25 See supra text accompanying note 9. 
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primary sources of law are important instruments when using a comparative legal method. 
  
This chapter seeks to outline documents that were used as guidance when reforming the laws 
outlined in the analysis. Those laws are: The Law on Foreign Investments, Law on Corporate 
Income Tax, Law on VAT, Law on Permit and License System, Law on Business 
Organizations, Law on Public Procurement, Law on Protection of Competition, Law on 
Public Private Partnership, laws on privatization, and laws regarding corruption and regional 
stability.  
 
The disposition of the chapter will be as follows: 3.1) EU acquis, 3.2) SAPD, and 3.3) SAA 
Ation Plan. 
 
3.1(European(Union(Accession(and(the(Acquis(
In order to join the EU a state must conform to the conditions and principles set out in the 
Treaty of the EU (TEU) and the criterions established by the Copenhagen EC (1993). Article 
6 (1) of the TEU establishes that EU should be founded upon, among other things, a RoL, 
democracy, and principles of Liberty.26 Article 49 of the TEU outlines the conditions that a 
state must conform to in order for the state to join EU. These conditions shall be in 
coordination with the principles laid down in Article 6. Article 49 establishes that integration 
into the EU can only be reality after the acceptance of the Council, after consultation by the 
EC and the assent by the Parliament. The article further stresses that the treaties of the EU 
addresses the conditions of admission. An agreement is reached between the MS’s and the 
applicant state before accession.27 
  
The Copenhagen Criteria must be met for a new member state to join the EU and includes 
objectives that must be met.28 The main objectives that must be met – and is of relevance to 
this paper – is acceptance of the EU acquis and Kosovo’s capacity to cope with the 
competitive pressure and market forces within the EU. The EU acquis is the legal part of the 
Copenhagen Criteria and is the body of common rights and obligations that is binding on all 
EU member states. The EU acquis comprises all the EU treaties and laws29, declarations and 
resolutions adopted by the Union, case law of the court of justice, instruments under common 
foreign and security policies, and international agreements. In order to join the EU a state 
must accept and harmonize its legislation to the EU acquis.30 The EU acquis is divided into 
chapters of conditions and obligations; each chapter has to be fulfilled before becoming a MS. 
The chapters of the EU acquis used in the analysis of this thesis are, but will not be limited to, 
chapter five on public procurement, chapter six on company law, chapter eight on 
competition law, chapter sixteen on taxation, and chapter thirty-five on other issues.31  
  
All the legislative reforms in Kosovo must be harmonized to the EU acquis to suit the EU 
integration process – including the laws in the business environment that encourages, 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
26 Official Journal of the European Union, TEU, C 325/5, 2012, Article 6. 
27 Ibid., article 49. 
28 All the criterions – political, judicial and economic – can be found on EU’s Webb-page, available at: 
http://europa.eu/legislation_summaries/glossary/acceession_criteria_copenhague_en.htm (last updated 23/05-14). 
29 See Annex V– EU law and its relation to national law. 
30 European Commission, Enlargement – Acquis, 2012, available at: 
http://ec.europa.eu/enlargement/policy/glossary/terms/acquis_en.htm (last updated (15/04-14). 
31 See all chapters: European Commission, Enlargement – Chapters of Acquis, 2013, available at: 
http://ec.europa.eu/enlargement/policy/glossary/terms/acquis_en.htm (last updated 15/04-14). 
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promotes, protects, and attracts FDI. 
  
(

(

3.2(Stabilisation(and(Association(Process(Dialogue(
The SAPD was the political dialogue between the GoK and the EC. It served as a framework 
for the SAA negotiations between Kosovo and EU – which has now been started. The SAPD 
had the purpose of monitoring Kosovo’s political and legislative reforms and the EU 
integration process. “SAP Dialogue meetings are co-chaired by the European Commission 
and the Government of Kosovo. Each meeting results in jointly agreed follow up actions to be 
taken by the Kosovo authorities”.32 The meetings had a strong impact on the legislative 
reforming process in Kosovo due the fact that it rendered actions that Kosovo had to follow 
up through implementing the decisions in between the meetings. Kosovo must implement all 
agreements reached in the SAPD. Deepened discussions were taking place in areas involving 
the internal market, competition, trade, taxation, regional development, and economic and 
fiscal matters. Many of these areas are heavily influencing the business environment’s 
capacity to encourage, promote, protect and attract FDI to Kosovo. These issues have been 
addressed in specific sectorial meetings – with the aim of further harmonizing these areas to 
the EU acquis. Stabilisation and Association Tracking Mechanisms (STM33) has continuously 
been following up the development of the legislative reforms, primarily the institutional 
power and effort to implement the legislation. 
 
Kosovo has now entered the SAA negotiations but the influence of the SAPD is far from 
diminished. Many legislative reforms and legal improvements were a direct result of the 
SAPD. The reforms resulting from the SAPD initiates the GoK’s ambition to comply with 
EUs mechanisms in order to harmonize its legislation to that of the EU acquis. The SAPD 
also serves as guidance to understand many of the reforms’ origin, purpose and character – so 
the SAPD can be used to better understand the current legislation and the needs of further 
reforming the legislation. Many of the remaining obligations and follow-ups were outlined in 
the SAA Action Plan. 
  
3.3( Action( Plan( on( Negotiation( of( the( Stabilisation( and( Association(

Agreement  
The SAA Action Plan includes three parts on each outlined area of reform: the Political 
Criteria, the Economic Criteria and the Ability to assume the obligations from an SAA. The 
legal criterions are an integral part of each area – legislation and legal solutions are constantly 
referred to throughout the document. The SAA Action Plan was submitted to the EC and the 
comments of the EC became an integral part of the document. The document is part of the 
GoK’s vision of joining the EU and meeting its demands on legislative development.34 The 
Action Plan is – according to the Prime Minister of Kosovo – more then just adapting to the 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
32 European Office Union in Kosovo, SAP Dialogue, 2010, available at: 
http://eeas.europa.eu/delegations/kosovo/eu_kosovo/political_relations/sap_dialogue/index_en.htm (last updated 
12/04-14). 
33 See Stabilisation and Association Tracking Mechanisms (STM) Conclusions, available at: 
http://eeas.europa.eu/delegations/kosovo/documents/eu_kosovo/plenary_stm_16_conclusions_en.pdf (last updated 
01/05-14). 
34 Government of Kosovo, SAA Action Plan on negotiation of the Stabilisation and Association Agreement, 2012, 
p. 2. 
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EU acquis, it is also of severe importance to foster economic development through creating a 
safe and legit business environment that protects and attracts FDI to Kosovo. The SAA 
Action Plan represents the strategies of the GoK in its EU integration process and so its 
ability to harmonize the legislation to that of the EU acquis. The document has measures that 
need to be met in order to open the SAA negotiations and to implement obligations assumed 
by the SAA.35  
 
The SAA Action Plan is the result of priorities, obligations and conclusions deriving from the 
GoK and other semi-primary sources of law outlining Kosovo’s path towards harmonization 
with the EU acquis and creating a certain, safe and reliable legislative system. The documents 
integrated in the SAA Action Plan is the Feasibility Study for an SAA between the EU36, 
European Partnership Priorities 37 , Progress Report 2011 38 , SAPD, and the Structured 
Dialogue on RoL conclusions39. All of these documents – on their own specific way – have 
been contributing to the legislative reforming in Kosovo. 
  
                                                      

Chapter(4(–(Analysis 
 
The main legislation that will be analyzed is, but will not be limited to, the law on foreign 
investment (hereinafter LFI). The LFI will be analyzed on its abilities of encouraging, 
promoting, protecting and attracting FDI. Because EU doesn’t have any specific laws on 
foreign investments an analysis on its alignment with EU law will not be outlined. The thesis 
will instead analyze if the law is aligned with the general EU investment policies. The current 
LFI will be compared to its precursor, namely the law enacted under the mandate of UNMIK. 
The former law is analyzed on its purpose in order for the reader to understand the origin and 
change of purpose in the current LFI, which is the most important law to encourage, promote, 
protect, and attract FDI in Kosovo. Other laws that encourages, promotes or attracts FDI and 
is of relevance for the purpose of this thesis will be outlined and analyzed. The laws that 
complements the LFI on its purpose of encouraging, promoting and attracting FDI will be 
analyzed on how they are harmonized to the EU acquis. Further, corruption and regional 
instability will be analyzed as threats and challenges. The corruption and regional instability 
will be analyzed on how those appear as a threat to the legislations possibility of encouraging, 
promoting, protecting, and attracting FDI and how it can undermine the EU integration 
process.  
 
The disposition of the chapter will be as follows: 4.1) LFI – Origin and Purpose, 4.1.1 LFI – 
current Legislation, 4.1.2), 4.2) Part of Laws in the Business Environment that Encourages, 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
35 Ibid., p. 13. 
36 European Commission, Feasibility Study for a Stabilisation and Association Agreement between The European 
Union and Kosovo, 2012, available at: 
http://ec.europa.eu/enlargement/pdf/key_documents/2012/package/ks_feasibility_2012_en.pdf (last updated 10/05-
14). 
37 European Union, European Partnership Priorities, 2008, available at: 
http://europa.eu/legislation_summaries/enlargement/western_balkans/r18015_en.htm (last updated 12/04). 
38 European Commission, Kosovo Progress Report, 2011, 
http://ec.europa.eu/enlargement/pdf/key_documents/2011/package/ks_rapport_2011_en.pdf (last updated 10/05-
14). 
39 European Union Office in Kosovo, The Structured Dialogue on the Rule of Law, 2012, available at: 
http://ec.europa.eu/commission_2010-2014/fule/docs/news/20120530_rold_conclussions_30_may.pdf (last 
updated 10/05-14).!
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Promotes, Protects and Attracts FDI, 4.2.1) Corporate Income Tax and VAT, 4.2.2) Business 
Registration and Business Organization, 4.2.3) Privatization, 4.2.4) Public Procurement, 
4.2.5) Competition Law, 4.2.6) Public Private Partnership, 4.3) Legal Threats and Challenges 
in Promoting FDI, 4.3.1) Corruption, and 4.3.2) Regional Stability.  
 
4.1(Law(on(Foreign(Investment(–(Origin(and(Purpose(
The LFI has been reformed two times since the break with SFRY. The present work will not 
analyze the law under the SFRY because that legislation belongs to another sovereign state’s 
history and does not reflect Kosovo’s former or recent intentions. Kosovo was part of SFRY 
but under oppression and forceful manners, even under periods of autonomy Kosovo wanted 
to claim its sovereignty. The first LFI issued after the break with SFRY was enacted in 2005 
under the mandate of UNMIK. The law strived after fairness, being in strict accordance with 
the RoL and to comply with widely accepted international standards and principles. Article 1 
of the law mentioned Kosovo’s economic development, the importance of a diversified and 
competitive private sector and the needs to establish a modern market-oriented and business-
friendly legal framework. The article also stressed the importance of integration into 
European, regional and world economies. Article 1 further mentioned the improvement of the 
ability to obtain and provide goods and services with an increased predictability, stability and 
transparency of its legal system. The article stressed upon many needed issues of the business 
environment but was to wide to focus merely on the delimited purpose of encouraging, 
promoting, protecting, and attracting FDI in Kosovo. 
  
The AoK enacted the current LFI in January 2014. The new law stresses another purpose, the 
law don’t mention the economic development, the importance of a diversified and 
competitive private sector, the needs to establish a modern market-oriented, and the needs to 
establish a business-friendly legal framework. Instead it outlines its purpose to encourage, 
promote and protect FDI in Kosovo. The new law is much more delimited to its purpose of 
satisfying FDI than covering a larger area of the business environment. Due to changes in 
purpose the law is more efficient in concentrating more attention to a smaller area of 
satisfying and protecting FDI and Foreign Investor’s (hereinafter FI). The changes are good in 
the way that it removes uncertainty and means of interpretation issues. The current LFI, 
instead of covering a large area of the business environment, is complemented by other laws 
in means of guaranteeing a safe and legit business environment with the ability of 
encouraging, promoting, protecting and attracting FDI. To guarantee the FI’s and the FDI 
protection, article 1 of the former law used the wording “in strict accordance with the rule of 
law” and “widely accepted international standards and principles”.40 The new formulation is: 
“will be protected and treated with fairness in strict accordance with the accepted 
international standards and practices”.41 The law removed the uncertainty of the phrase 
“widely accepted” and at the same time it removed the uncertainty of being under a weak 
RoL and instead the FI’s are being guaranteed fairness anyhow. Article 1 further establishes 
that the purpose of the law is to protect, promote and encourage FDI. The current law stresses 
the need for incentives and extra protection of the FI and his investments. The change in 
purpose is positive and makes the law more precise and delimited when encouraging, 
promoting, protecting and attracting the FDI. 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
40 United Nations Interim Administration Mission in Kosovo, Law on Foreign Investment, Law No. 02/L-33, 
Article 1. 
41 Assembly of Kosovo, Law on Foreign Investments, Law NO. 04/L-220, 2014, Article 1. 
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The definitions within the LFI have changed a lot since the latest legislative reform. The 
definition of foreign persons and investments has been simplified and explained in a more 
delimited way of promoting and encouraging FDI. Article 2 establishes that a business 
organization can be established under the applicable law in Kosovo and still be a foreign 
business organization. Article 2 of the former law emphasized that every business 
organization established under the applicable law of Kosovo should be a domestic business. 
The former law further established that a foreign investment organization needed to have 25% 
of its capital contributed by a foreign investor. Article 2 of the current law establishes that a 
foreign investment organization is one with 10% capital or more contributed by a foreign 
investor and is controlled by a foreign investor. The ease in terms of capital contributed to an 
investment promotes and encourages foreign investors to invest. That is because the investor 
can try the market without fear of loosing more than 10% and still enjoy the incentives of 
being a FI’s. The ease of terms will pressure the GoK to implement the semi-primary sources 
of law and make the legislative reforms necessary to protect the FI so the investor feels safe 
to keep investing. The pressure on the GoK comes from the need of creating a business 
environment that is able to attract reliable long-term investments, which is in the GoK’s 
interest and in line with EU’s investment policies. Therefore it is up to Kosovo to show 
serious intentions and its ability to adapt to the demands from International Organizations, but 
also to the demands of businesses established in the state. Another outcome of the changes 
can be that more diaspora Kosovars will be encouraged to invest and will more probably have 
the financial means to do so and therefore enjoy these incentives.  
  
A new definition in article 2 of the current law that strengthens the protection of the FI is the 
definition of “silence is consent”. The definition guarantees a FI to undertake a business even 
if not approved by the authorities of Kosovo. The undertaking without approval is if the 
approval or rejection is not given within the timeframe outlined in the law. This provision can 
be a factor that eases the backlog of the court and brings clarity to both FI and the business 
sphere of Kosovo. The new definition can be seen and understood as an incentive to promote 
and attract FDI even though the RoL can be weakened at time of investment. Incentives of 
this character are important for the law to protect FDI even when the RoL doesn’t. The aim of 
the GoK is probably for the RoL to be strong enough for the provision to be unused, but with 
a reality check in mind and an active business environment in action, the GoK must be keen 
on reforming after the reality of today. Therefore the provision is good in means of 
encouraging, promoting, protecting and attracting FDI in Kosovo. The GoK – in consultation 
with EU – works to raise the transparency within the law. The GoK does so through 
clarifying the regulatory framework, which is one of EU’s investment policy aims.42 
  
4.1.1(Law(on(Foreign(Investment(–(Current(Legislation(
One of the EU investment policies is to guarantee the FDI market access with legal certainty, 
which includes a predictable, regulated, and stable business environment for the FI to operate 
within. Article 3 (1) guarantees the FI equal treatment as local investors. The provision of 
equal treatment is based on EU’s investment policies – one of which is to treat foreign 
investors like domestic investors. Article 3 (3) establishes that the treatment, security or 
protection should in no case be less favorable than required by accepted norms, international 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
42 European Commission, Trade – investment, available at: http://ec.europa.eu/trade/policy/accessing-
markets/investment/ (last updated 12/05-14). 
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law or other provision of the law. If Kosovo authorities violates or fails to respect the equal 
and fair treatment compensation should be paid in accordance with article 8 (2), which 
establishes that compensation shall be paid for losses and expenses due to an act or the failure 
to act. If we analyze what is required by treating the FI’s like domestic investors we can 
identify a loophole, meaning that the legal framework of Kosovo doesn’t have a law on 
investments, except the LFI. So, basically Kosovo cannot treat the FI as a domestic one, 
because they don’t know what that treatment would look like.43 
    
In accordance with article 8 capital paid to a FI due to compensation can be transferred, as the 
FI wants. The right derives from article 63 (1) of the TFEU, which stipulates that movement 
of capital cannot be restricted and such an act between MS and third parties shall be 
prohibited. 44  This provision is not only imposed in means of capital derived from 
compensation issues but also capital gained through business activities. The FI further enjoys 
the right to transfer currency and capital as a result of his work in accordance with article 9. 
The capital movement can hold Kosovo’s economy back due to the fact that the economy will 
be unstable if the state has no control over income and outcome of capital. “If we create an 
economic environment were capital can easily go in and out it will present an unstable 
economy and an unstable economy is not attractive to serious foreign direct investments”- 
Visar Ymeri.45 Indeed this statement is true, however Kosovo is not in a moment of time were 
the state can easily choose their investors in accordance with unrealistic legislative theories 
based on the assumption that Kosovo is a developed state with numerous of big investors 
wishing to settle long-term investments in the state. Kosovo must understand its current role 
in the business environment of Europe, which is a state with a weak RoL, lack of regional 
stability, lack of presented competitive advantages, and corruption issues. With a reality 
check in mind the incentive of capital movement, together with other incentives, are not only 
good in terms of encouraging and protecting FDI, but also needed to promote and attract FDI 
to Kosovo. The GoK is further harmonizing the LFI to the general investment policies – one 
of which is to offer the FI a free capital movement as a result of investment-related 
circumstances. 
  
Article 4 guarantees non-discriminatory action regardless of citizenship, origin, place of 
establishment, control, or residency. The rights and obligations shall be equal as for the local 
investors.  Article 5 further establishes that Kosovo must comply with any obligation it has to 
a FI, be it under law, legal act, or agreement. If the public authorities of Kosovo are not able 
to follow their obligations they must pay compensation in accordance with Article 8 (2). The 
compensation rights are good in means of easing the concerns for FI in Kosovo. It eases the 
concerns because the FI know that compensation is entitled if articles are not followed. No 
state would want to pay compensation – both for economic reasons and for the bad image of 
not having the capacity to protect FI and their investments. The business organizations are 
aware of the situation and so it encourages, promotes and attracts FDI and if the authorities of 
Kosovo are not able to follow their obligations the FI is protected through compensation.  
  
Article 6 establishes that no legal act shall have retroactive force or be applied retroactively – 
if such happens and it affects the FI negatively the GoK must pay compensation under article 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
43 See Annex II – Interviews, with Visar Ymeri 
44 In the articles 63-66 of the TFEU the restrictions on capital movement between member states and third states 
are provided. 
45 See Annex II – Interviews, with Visar Ymeri. 
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8 (2). The article is a good incentive for strengthening the protection of FI. The provision is 
especially relevant in a state with legislative reforms and applicable law issues of Kosovo’s 
character – where three legal frameworks appear simultaneously. Even though the legal 
certainty might be unclear, implementation problems actual and the RoL weakened, 
provisions of this character can help to ease the concerns and thus protect FI and FDI.  
  
Article 7 establishes that FDI shall not be subject of nationalization or expropriation – except 
in cases of public interest. A concern of the FI’s can be that the provision of public interest 
can cover many areas (e.g. who can call for public interest). The provision can be misused 
and lead to officials waving away cases of corruption with calling for public interest with the 
aim of not causing public disorder.46 This fact combined with a weak RoL can easily scare 
FI’s due to non-foreseeable and uncertain issues deriving from the provision. The provision of 
public interest is common, but the RoL must be strong and the corruption be reduced for it to 
be of “non-concern” for the FI’s. Certain conditions on a states right to expropriate are 
outlined as MS best practices. Article 345 TFEU mentions that the treaty does not establish 
rules for a state to decide on its public and private ownership. However, the case law of the 
court of justice decided that this does not affect the exemptions of expropriation from being a 
fundamental EU obligation. Therefore, expropriation shall be non discriminatory and 
proportionate in order to meet its objective.47 This can only be the case if corruption is not as 
widespread as in Kosovo and if the legislative framework supports the idea, which it does. 
Yet again, what is proportionate must have an idea, as derived from EU best practices, 
jurisprudence or similar. What is proportionate in France and Sweden might not be 
proportionate in Kosovo or Macedonia. Possibilities to expropriate according to unsettled 
definitions, such as proportionate can be misused, especially in a state with corruption issues. 
However a certain definition cannot be made because that would hinder the entire meaning of 
deciding in a proportionate manner and one can find an exact way around the definition. An 
answer to the problem is not to be found, the closest the author can get to an answer is to keep 
fighting corruption and get rid of that issue for the definition of proportionate to be an asset 
rather then a barrier for the FI’s and the business environment. There are compensation 
possibilities deriving from unequal and unfair treatment based on nationalization and 
expropriation. Article 8 establishes that compensation for nationalization or expropriation 
should be paid to the affected FI. The compensation, in regards of nationalization and 
expropriation, is a good incentive given to protect the FI and his investments in Kosovo. 
However, the cases of nationalization and expropriation must not reach a certain amount 
because no matter what compensation a FI get, the FI invests not for compensation but for 
economic activity through export, import, services etc. Therefore the concerns of this kind are 
not diminished due to this provision.  
 
Article 10 further guarantees protection against illegal action or inaction, while article 11 
guarantees protection of armed conflicts and civil disturbance. The illegal action or inaction 
can be a violation under applicable law, as well as under accepted norms of international law. 
A FI may also – under article 11 – be compensated if he suffers a loss of his assets or 
investments in Kosovo due to violence, political or economical situations including war and 
other situations (e.g. war, rebellion, protest, civil disturbance etc.). If a requisition of an asset 
has appeared by a public authority or if the authority has damaged or destroyed an asset to 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
46 See Annex II – Interviews, with Valmir Ismaili. 
47 European Commission, Towards a Comprehensive European international investment policy, 2010, p. 8, 
available at: http://trade.ec.europa.eu/doclib/docs/2011/may/tradoc_147884.pdf (last updated 12/05-14). 
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him then the FI is entitled to compensation. The political oppositional party Vetevendosje is 
against compensation as a result of article 11. Vetevendosje thinks that issues under article 11 
are out of reach for the GoK and the FI’s should not be entitled compensation. They argue 
that the responsibility of compensation should not be within the state.48 Of course some issues 
is out of the GoK’s capacity to deal with, but the Gok must adapt to the circumstances of its 
contextual reality, which is a weak RoL and business environment. Therefore, incentives of 
this character must be in place in order to encourage, promote, protect, and attract FDI. The 
GoK must consider the potential damage of compensation against the potential benefits of 
attracting FDI to Kosovo. With the rights of compensation under article 11 the GoK is 
sending signals of responsibility for the behavior of its citizens – may their action be 
prevented or not. Kosovo cannot – as other developed states – impose the same legislation 
and wish for investments to come. Kosovo most create competitive legislative advantages, 
such as the right to compensation on various areas. Kosovo should offer incentives and extra 
protection to the FI’s and their investments, which the GoK are doing and are keen to 
continue with. Kosovo must be aware of its situation, may it be political, judicial, economic 
or social. Due to these reasons the GoK are reforming its legislation in coherence with the 
contextual reality of today. The provision of compensation is in line with the aims and 
purposes of encouraging, promoting, protecting, and attracting FDI. 
  
Article 12 establishes that the public authorities of Kosovo must respect the FI’s rights of 
investing in Kosovo. Article 14 gives the FI the right to employ foreigners of any kind. The 
rights of investing combined with the right to employ foreigner’s give the FI’s possibilities to 
safely invest and without fear of incompetence. Article 12 and 14 enables businesses 
investing in Kosovo the free movement of workers – at least in one direction49 – and thus a 
better access to the market. This provision gives the FI the possibility to easier reach its 
fullest potential and so the GoK initiates its ambition of protecting the FDI in Kosovo. Article 
14 is fully aligned with the aims of EU’s investment policy, one of which is to enable 
movement of personnel.50 
  
Article 15 guarantees the FI the right to liquidation of an investment. That means that the FI 
can leave Kosovo and still profit from his physical and non-monetary assets as a result of his 
work. This article gives the FI the opportunity to try Kosovo’s market and leave without the 
fear of a forceful behavior of keeping the assets within the state. The article can be criticized 
in terms of achieving a long-term investment development but can be necessary when 
attracting FDI to a newborn state. One of the main policy aims of the EU is to focus on the 
long-term investments with an extra emphasis on employment and growth.51 Again the GoK 
can be criticized for attracting speculators and non-serious investors, but through a reality 
check one can easily understand that bringing FDI to a state of Kosovo’s contextual reality is 
no easy measure. Therefore, the GoK is adapting to the circumstances on the ground, not on 
legal theories based on laws and customs from well-developed states. When the RoL is 
stronger, the regional stability is better functioning, and the corruption is minimized the GoK 
should work harder to achieve investments with long-term objectives, until then any 
investment is good investment.  
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48 Ibid., Annex II. 
49 Kosovo has no viza liberalization and can therefore not leave Kosovo without an accepted viza. 
50 European Commission, Trade – investment, available at: http://ec.europa.eu/trade/policy/accessing-
markets/investment/ (last updated 12/05-14). 
51 Ibid. 
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The conflicts with international agreements and other laws are outlined in article 19. The 
article establishes that international agreements related to FDI and those Kosovo are a party to 
shall prevail over present law. And if there are other provisions that is specially addressed to 
avoid the application of this law that law shall prevail. The GoK, with its EU integration 
process in mind, is only becoming a party to international agreements and conventions of 
“western democracy” character. Therefore the FDI can only wait for even further protection 
under the legal framework in Kosovo. However, nothing in article 19 can be interpreted in a 
manner that prevails over the right to compensation under article 8. The compensation 
entitled to a FI under article 8 can be seen and understood as one of cornerstone for the 
protection of the FI – another cornerstone for protection is the means of settling disputes. 
 
Article 16 enables the FI the opportunity and the right to choose an alternative dispute 
settlement. The mechanisms for settlement of investment disputes shall give the FI the right 
to resolve the dispute in accordance with procedures agreed upon in the contract.52 Article 16 
can promote and protect FDI due to the possibility of choosing its own protection. It can ease 
the concerns of a weak RoL. Both Jetmir Bakija, employed at the Kosovo Democratic 
Institute, and Visar Ymeri, Deputy in the Parliament, have expressed that the provision can 
offer protection and encourage FDI. However, both stressed the importance of Kosovo to 
settle disputes effectively on their own. Both further stressed that the provision should not be 
a solution to the problem with dispute settlements. Indeed the primary case is if the RoL is 
strong enough to handle all its disputes in an effective, independent and transparent manner. 
The author agrees on their opinion and that Kosovo must continue to strengthen its RoL. 
However, the RoL is not where the GoK wants it to be or were it can fully offer satisfying 
court procedures. Due to the contextual reality and the early stage in state building one must 
understand the need to enable incentives to back-up temporary set-backs in the RoL. The 
GoK has been eye-open to the reality and therefore established alternative ways for the FI’s to 
be able, on their own, chose their protection. Article 16 offers both protection and is in line 
with the aims and purposes of encouraging, promoting and attracting FDI. The present law 
shall cover the final and binding nature of arbitral awards, it shall be enforced in Kosovo and 
no immunity shall be hinder such an enforcement. Article 8 establishes that a body selected 
by the FI, under article 16, can review its case and determine the compensation rights. Article 
8 (3) establishes that the court or a selected body of arbitral, in accordance with article 16, can 
determine the compensation rights due to expropriation. 53  This fact gives the FI the 
opportunity to further choose his protection. That opportunity encourages and protects FDI in 
Kosovo and is an incentive given to all the FDI on an equal basis. 
  
4.2( Parts( of( Laws( in( the( Business( Environment( that( Encourage,( Promote,(

Protect,(and(Attract(Foreign(Direct(Investments(in(Kosovo(
In this part of Chapter 4 – Analysis, the thesis will outline selected parts of laws which 
complements the LFI on the purpose of encouraging, promoting, protecting and attracting 
FDI. The thesis will also analyze if the laws touched upon have been harmonized to the EU 
acquis to suit Kosovo’s EU integration process.  
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52 Following procedural rules can be chosen: ICSID Convention, ICSID Additional Facility Rules, UNCITRAL 
Rules, and the ICC rules. 
53 Assembly of Kosovo, Law on Foreign Investments, Law NO. 04/L-220, 2014, Article 8. 
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4.2.1(Corporate(Income(Tax(and(Value(Added(Tax(
Article 6 on the Law on Corporate Income Tax54 (Hereinafter LCIT) establishes that the tax 
rate shall be on 10% – and thus, with a low tax percentage, the law shall seek to encourage 
and attract FDI to Kosovo. The income tax on corporations was changed from 20% to 10%; 
the reason was to promote private investment. The low corporate income tax is an important 
incentive given to the FI. The advantages won through a low corporate income tax can be 
seen as a competitive advantage when FI are considering to investment in a foreign state. The 
political oppositional party Vetevendosje argues for a corporate income tax of 30%. They 
argue that the GoK should instead offer other tax credits (e.g. tax holidays). The idea of this 
sounds good, but again on the assumption that investors would be encouraged to choose 
Kosovo instead of a developed state with the same corporate income tax. To offer incentives 
on selection can be good, but the entire system must be reliable for the process to function in 
reality (e.g. without corruption and heavy bureaucracy). Kosovo’s legislative reforms on the 
business environment area must primarily focus on the advantages in the regional market. A 
raise of the corporate income tax would not be preferable in competing for FDI in the region. 
Kosovo must be keen on maintaining and developing the competitive legislative advantages, 
such as a low corporate income tax – only such actions, on an equal basis, can encourage, 
promote and attract FDI. “I believe that foreign direct investment will decline unless 
significant reforms are made in economic policies that stimulate domestic and foreign 
investors. One element that would make Kosovo attractive for foreign investors is the relief of 
some taxes, especially in the initial stages of business”- Prof.Dr. Nagip Skenderi.55 The thesis 
agrees on the opinion and is in favor of a low corporate income tax for all on an equal basis. 
Low corporate income tax combined with sub-normative acts that offer extra incentives of tax 
reliefs. The tax reliefs must be legally written, predictable and offered to all investors on an 
equal basis.    
  
The LCIT further establishes incentives to encourage and protect FDI, following issues are 
covered through the LCIT: carrying forward of losses, avoiding double taxation, and special 
allowances of new assets. The incentives on this area can promote, encourage, and protect 
FDI as a complement to the LFI. Even though the low tax percentage is in place the budget 
revenues have not suffered as a result of this reform. The legislative reform on the LCIT is 
based on the principle of creating a favorable investing environment and at the same time 
have no negative effect on the general budget revenues.56 Therefore, the corporate income tax 
and other incentives deriving as of this law cannot be seen as to be damaging the overall 
budget of Kosovo, but on the other hand helping to promote capital in forms of investments.  
 
The Law on Value Added Taxes (hereinafter LVAT) establishes the VAT rate to be 16%. The 
VAT taxes are extensively covered by chapter sixteen of the EU acquis, which lays down the 
definition, scope and principles of the VAT. The VAT shall be charged for supply of goods, 
services and importation. Article 3 establishes that the VAT shall be charged on supply of 
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54 Assembly of Kosovo, Law Nr.03/L-162 on Corporate Income Tax, 2009, article 6. 
55 See Annex II – Interviews, with Prof. Dr. Nagip Skenderi. 
56 Government of Kosovo, Ministry of Finance, Medium Term Expenditure Framework, 2013-2015, p. 15. 
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goods and services by a taxable person and on the import of goods. The payment shall be paid 
according to arrangements for custom duties.57 
 !
There are some exemptions of VAT on certain goods. These exemptions are a result of 
activities that are in the public interest of Kosovo. Those products include: medicines, 
medical services, pharmaceutical products, agricultural inputs and public education services – 
these exemptions helps to encourage and promote FDI. It helps to attract FDI to areas of 
certain needs. The Ministry of Economy and Finance has, in accordance with the GoK, taken 
the decision to issue a sub-legal act for introducing a rate of minimum 5% and maximum 21% 
for certain services and goods.58 This incentive can be useful in the GoK’s aim of promoting 
and attracting FDI, especially in order to promote and attract long-term investments of public 
needs and interests. The incentive can be use to encourage and promote the interests of the FI, 
which is, among other things, low taxes. It also serves the interests of the GoK due to the 
possibility to offer incentives only where they can promote long-term investments in 
accordance with EU’s investment policies. 
  
4.2.2(Business(Registration(and(Business(Organization(
The process of starting a business has been reformed to improve the business environment 
and thus being able to attract FDI. To make the system easier and smoother the GoK has 
adopted a Law on Permit and License system. The business organizations are sometimes 
required to get a license from the municipality were the business is to be established. That 
imposes a double burden on the business because the FI have to get a license and register at 
two different authorities in Kosovo, municipal and national. In a state with lengthy 
administrative procedures, bureaucracy and corruption the double burden of registration 
brings concerns. “The fundamental problem that affects the lack of FDI is the administrative 
processes, as well as other bureaucratic issues that are not yet aligned with EU best practices 
for attracting FDI”- Prof. Dr. Nagip Skenderi said.59 However, this practice of municipal 
registration is starting to be phased out. Kosovo has established a registration process that is 
free and simple and goes through Internet. The Internet registration process also covers the 
municipal registration, 22 municipal registration centers has been established. 60  This 
registration process enables the businesses to be less concerned about corruption and heavy 
bureaucracy in the registration process. The businesses wishing to! establish themselves in 
Kosovo can now have their fiscal number and VAT certificate through a single procedure – a 
“one stop shop”. This reform improved and developed the business environment in Kosovo 
and its ability to encourage, promote and attract FDI due to it now being easier to register as a 
business organization. 
  
The business organizations are limited to certain types of businesses. These types are outlined 
in the Law on Business Organizations and include: a joint stock company, a general 
partnership, a personal business enterprise, general partnership, and a limited liability 
company. The law is based on harmonization with chapter six of the EU acquis on company 
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57 Assembly of Kosovo, Law Nr. 03/L-146 an Value Added Taxes, 2009, article 3. 
58 U.S. Bureau Of Economic and Business Affairs, Investment Climate Statement – Kosovo, 2013, available at: 
http://www.state.gov/e/eb/rls/othr/ics/2013/204671.htm# (last updated 25/05-14) 
 
59 See Annex II – Interviews, with Prof. Dr. Nagip Skenderi. 
60 Republic of Kosovo – Ministry of Trade and Industry, Investment Promotion Agency of Kosovo, 2012, 
available at: http://www.invest-ks.org/en/Establishing-a-Company (last updated 20/04-14). 
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law and in accordance with common practices in the EU states. The chapter establishes rules 
on formation, registration, merger and division of companies – much is harmonized to the 
current law, but further harmonization is needed to fully be in alignment with the EU acquis. 
The law also defines to what extent a foreign business organization can operate on the 
Kosovo market. “A foreign business organization, as defined in the Law on Business 
Organizations, may engage in business activity in Kosovo to the same extent as a local 
business organization. It has to register with the Registry as a foreign business organization 
and comply with the requirements of the Law”.61 The law on Business Organizations were 
enacted 2007 and thus under the mandate of UNMIK. With the legal background in mind and 
new state objectives in action the law should be reformed, both to further harmonize with the 
EU acquis and to create a single legal framework based on the state objectives of today.  
 
4.2.3(Privatization(
The main legislation on the area of privatization are the Law on Re-organization of Certain 
Enterprises and Their Assets, LFI, Law on the Special Chamber of the Supreme Court of 
Kosovo, and the Law on Privatization Agency of Kosovo. The legislation outlines the 
privatization process of publicly owned enterprises. According to Jetmir Bakija, employed at 
the KDI, the legislation needed for privatization is in place and the GoK has privatized much 
and there is not much left to privatize. He further stressed the problem with “middle-men” 
and corruption scaring away potential investors and that the process of privatization could 
have been so effective but that was not the result. Vetevendosje argues that the privatization 
should have been performed only for certain aims and purposes in line with the interests of 
the state.62 The idea sounds good but it is contradictory with a Kosovo of today. Kosovo 
cannot choose whom and when to privatize based on public interest alone – that would open 
doors for discrimination and further corruption. Every legislative and legal idea must be 
rooted with the contextual reality in mind. The processes most follow a certain legislative 
path of transparency and equality in competing for the contracts of privatization. 
Approximately 365 Socially Owned Enterprises are privatized.63 However, the EBRD has 
identified that Kosovo needs to privatize more and that the privatization is unfinished. 
“Kosovo’s privatization agenda remains unfinished, with some key state-owned companies 
still not privatized and many of the post-privatization investment obligations still 
unfulfilled.”64 
  
The privatization process opens up the market for FDI and can create an atmosphere of FI’s 
operating in the business environment of Kosovo. Privatization shows tangible intentions of a 
state to harmonize its business environment after that of an open market and thus adopt after 
the Copenhagen Criteria. The GoK has privatized the energy distribution, the Brezovica 
tourist resort, the route 6, the Post Telecom and much more. As regards the privatization, 
acceleration of the liquidation process of Socially Owned Enterprises and restructuring of 
“large” enterprises remains a challenge. The EC has urged Kosovo to reform the legislation 
on the Privatization Agency in order to speed up the process of liquidation.65 The legislation 
on privatization is well harmonized to the EU acquis and is well written to fulfill the purpose 
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62 See Annex II – Interviews, with Jetmir Bakija and Visar Ymeri. 
63 EU – Kosovo Stabilisation and Association Process Dialogue, Sectoral Meeting on Economy, Financial Control, 
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64 Board of Directors, European Bank For Reconstruction and Development, Strategy for Kosovo, 2013, p. 13. 
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of encouraging, promoting and attracting FDI to Kosovo. However, the continuous issue of 
corruption undermines the process. On the issue of corruption we must understand that the 
political interference should be held back from the privatization. The idea of Vetevendosje is 
based on the assumption that Kosovo is a well-developed state or could start with unrealistic 
demands of businesses. Kosovo must realize its position in the region in terms of attracting 
FDI, let alone in the world. 
  
The EU principles used when enacting the legislation on privatization are engrained through 
the Rome Convention and other subsequent conventions. These conventions shall include – 
according to the National Strategy for EU Integration: “market opening and liberalization, 
transparency, open and fair competition without violating public providers of services on 
citizens’ interest, elimination of monopoly and/or dominant position in the market and 
accountability”.66 Kosovo has identified these needs and suited the legislative reforms after 
the objectives, but the concern of corruption, weak RoL and weak implementation continuous 
to threaten the purpose and aims of the law. 
 
The SAPD has been especially successful in promoting privatization in Kosovo (e.g. a result 
of the SAPD was the privatization of the energy distributor KEK). From this perspective we 
can understand that the semi-primary sources 67  of law contributes to both legislative 
reforming and to promote the implementation of the law. At the same time as the European 
influence in the legislative reforms is expressed as a result of the semi-primary sources of 
law, the intentions of the GoK to adapt with the sources of law is expressed. 
  
4.2.4(Public(Procurement(
The law on Public Procurement (Hereinafter LPP) is well harmonized to the EU acquis and 
aims for Kosovo to use public funds in a proportionate, transparent and effective manner – it 
so devolves the power of procurement to the budgetary units. The legislative reform on the 
public procurement was a result of new state objectives in close coordination with the EC 
through the SAPD. The SAPD stressed the reform on the former law enacted under the 
mandate of UNMIK. 
  
One of the purposes with public procurement is to ensure efficient, cost-effective, transparent 
and fair use of public funds and public resources. The established law on public procurement 
does so through outlining requirements and rules, procedures and respect for the rights. The 
legislative reforms on public procurement are well harmonized to the general principles of 
transparency, non-discrimination, equal treatment, and free competition as outlined in 
Chapter 5 of the EU acquis. Christopher Bovis outlines that one of the main reasons of public 
procurement is to introduce a discipline of regulations and give the businesses the opportunity 
to compete for public contracts. The LPP does so through removing barriers, enhancing 
transparency, accountability, and removing discrimination. When harmonizing the LPP to the 
EU acquis, Kosovo must adopt two main EU directives – Directive 2004/18/EC and the 
Directive 2004/17/EC. The first Directive promotes equal treatment and transparency and 
outlines the coordination of procedures for the award of public work, supply, and service 
contracts. The second directive outlines the coordination within specific sectors, such as: 
energy, water, transport, and postal services. The EU acquis is good in the way that it “forces” 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
66 National Council for European Integration, A Participatory Approach, 2020, p. 42.!
67 See supra text accompanying note 9. 
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an applicant state to change its legislation after the demands of EU. The main obligations of 
the EU acquis are needed for the LPP to function in accordance with European standards and 
for the business environment to be based on a legal framework that generates equality and 
transparency. However, the LPP needs an overall reliable RoL, no corruption and reliable 
investors68 competing for the contracts. Therefore, much of the law is dependent on the 
business environments ability to encourage, promote and attract FDI. 
  
The LPP is in line with the EU acquis but challenges remains. The GoK has identified the 
challenges to increase transparency in procurement processes and to handle, monitor and 
sanction cases.69 Kosovo must offer contract awards under equal treatment as the domestic 
investors. The processes of the public procurement must therefore be further developed to be 
in alignment with EU acquis. In the case of public procurement, corruption is an eminent 
threat and challenge. “In high level trials in which EULEX judges and prosecutors are 
engaged, nine people were found guilty for procurement-related corruption charges”.70 The 
issue of corruption undermines the legislative development on this area – however, the GoK 
has noticed the issues and measures to fight it are in place. One has to understand that many 
states have the issue of corruption – especially underdeveloped states. What should be of 
huge concern in a new state as Kosovo is the process of fighting corruption and the impact it 
has on the society. In Kosovo’s case the awareness and the active fight against corruption 
both shows the intention of creating a safe and reliable business environment and the 
mechanisms for protection of the FI’s. With that said the LPP can never reach its fullest 
potential before the issue of corruption is tackled. 
  
4.2.5(Competition(Law(
The Law on Protection of Competition (hereinafter LPC) was enacted 2010 by the AoK. “The 
law applies for all forms of prevention, limitation or abuse of competition by enterprises 
within the territory of Kosovo, or outside Kosovo, if those actions are believed to have an 
impact in Kosovo”.71 Chapter eight of the EU acquis establishes that a MS must cover both 
anti-trust and state aid control policies – the chapter puts an extra emphasize on the fight 
against cartel building and abuse of dominant positions. The legislative reform of the LPC 
was mentioned in the SAPD as a main legislative area of development. The SAPD established 
that the main reason for drafting a new LPC was to improve the alignment with the EU 
acquis72, in particular to improve the lack of merger rules in the law.73 The SAPD stressed the 
importance of the law being in compliance with article 101 and 102 TFEU. The GoK took 
this into consideration and harmonized the law to the articles. Article 101 TFEU outlines the 
prohibitions of agreements, decisions, and other practices that restricts a fair competition 
within the internal market. Article 102 TFEU is more concerned about the prohibition on an 
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68 With reliable investors the thesis means investors with a good reputation and with no intentions of using 
corruption as a means of gaining a favorable position. The investor shall further seek to invest in a long-term 
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69 SAA Action Plan on Negotiation of the Stabilisation and Association Agreement, 2012, p. 47. 
70 European Commission, Kosovo Progress Report, 2013, p. 33. 
71 KPMG, Investment in Kosovo, 2013, p. 32. 
72 The parts of EU acquis that were used when drafting the law on competition in Kosovo were – as with other 
countries being or wishing to become a MS to the EU: Article 101 TFEU on Restrictive Agreements, Article 102 
TFEU on Abuse of a Dominant Position, Article 106 TFEU on special and exclusive rights granted by the state, 
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Protection, 2010, p. 1. 
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undertaking of a dominant position that affects the trade between MS. The SAPD on the 
internal market, competition and health consumer regarded the LPC to be in compliance with 
article 101 and 102 of the TFEU.74 
  
The LPC is partially aligned with the EU acquis according to the EC report on Kosovo’s 
progress. However, secondary laws needs to further harmonize the EU acquis for the 
competition law to be effective. The main legislation to be enacted to complement the LPC is 
the Law on State Aid. The law shall prevent the GoK to grant state aid that distorts 
competition in the internal market. The law on state aid was also stressed as a follow-up 
action by the EC in the SAPD with Kosovo and is a requirement in chapter eight of the EU 
acquis on competition. Kosovo has adopted a law on state aid and it is well harmonized with 
the Lisbon treaty.75 
  
The law on competition prohibits actions that restrict, suppress, or distort competition. The 
main parts of the law are the restrictions on abuse of dominant position, prohibited 
agreements in the form of mergers and cartels, or concentration of enterprises.76 In general the 
law on competition is advanced and well harmonized to the EU acquis. However, there are 
parts that needs further harmonization – especially the problem of market concentration and 
the problem with dominant positions. The changes must be a result of further harmonizing to 
the EU acquis and for the protection of the FDI in terms of equal and fair treatment. The 
identified challenges are of severe concern for the overall functioning of the LPC. Legislative 
reforms must be made to further encourage, promote, protect and attract FDI and to suit 
Kosovo’s EU integration process.  
 
4.2.6(Public(Private(Partnership(
All major sectors of business and economy are open to FDI in Kosovo. Through enacting a 
Law on Public Private Partnership (hereinafter Law on PPP) Kosovo took another step to 
open up the market access to FDI.77 The law is established in order to enable FI’s to be part of 
a PPP and thus cooperate with the public sphere. The general principles of the law are 
established in article 4 of the Law on PPP and are well harmonized to the EU acquis. Article 
4 of the Law on PPP establishes the following: 
 
 “The award and implementation of a Public-Private-Partnership shall be governed by the principles of equality of 
treatment, nondiscrimination, transparency, proportionality, costeffectiveness, efficiency, freedom of competition, 
value-for-money, affordability, and protection of the public interest.”78 
  
The Law on PPP has included a provision that established the needs for a proposal to be 
solicited – it ensures all the procurements to be the result of competitive bidding and in line 
with the demands of the EU acquis. The law also creates separate definitions for Concession 
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and PPP. The separation makes the structure on FDI transactions more flexible.79 The EBRD 
has in its strategy for Kosovo outlined that the law on PPP is a step in Kosovo’s EU 
integration process and is largely compatible with EU legislation. The law on PPP is a step to 
encourage FDI to invest in Kosovo. The law can also encourage, promote and attract FDI 
because the FI understands the real intention of the GoK to develop a certain sector. The PPP 
should be used more though it has good potential to – if complemented by other laws on the 
business environment area – encourage, promote and attract FDI to Kosovo. The law on PPP 
gives the FI further opportunities to invest in Kosovo and gaining access to the market and is 
therefore in line with EU’s investment policies. Therefore the law can be helpful in 
encouraging and attracting FDI. Another aspect of this law is that the GoK is ready to take on 
the risks of investing together with the businesses, which is a comfort and means of 
protection. This fact encourages, promotes and attracts FDI because the GoK shows real 
intentions of doing business.  
  
4.3( Legal( Threats( and( Challenges( in( Promoting( Foreign( Direct( Investments 
In this part of the thesis the present work will analyze two underlying threats and challenges, 
which can come to undermine the legislative reforms made on the business environment area 
– and thus Kosovo’s ability to encourage, promote, protect, and attract FDI. The threats and 
challenges will be analyzed from the point of view on how they can undermine the laws 
analyzed above (see 4.0-4.2) and the EU integration process and thus undermine the 
development on the harmonization to the EU acquis. The present work will analyze 
corruption and Regional Instability.80 
    
4.3.1(Corruption(
Corruption is a widespread problem in Kosovo and thus threatens to undermine the legal 
development – both the progress made on the EU acquis harmonization and the possibility to 
encourage, promote, protect, and attract FDI. According to the Diagnostic Report on 
Kosovo’s path towards the EU, it is widely accepted that corruption damages the socio-
economic development and the economic competitiveness. No matter what laws are 
promoted, how much the laws are harmonized to the EU acquis the FI will have concerns of 
investing if the investments are not protected from corruption. According to a research 
performed at the Rochester Institute of Technology and the American University in Kosovo 
on the “Opportunities to Foreign Investment in Kosovo” – one of the top three concerns of 
investors in Kosovo are corruption.81  Also a report by the Business Environment and 
Enterprise Performance Survey outlined corruption as one of the main concerns for FI in 
Kosovo. Kosovo placed 105 out of 176 economies according to “Corruption Perceptions 
Index”. According to the GoK, the combat against corruption is one of the main priorities; 
however, when analyzing semi-primary sources82 of law the problem with corruption is only 
outlined as a sub-part among other problems. The GoK is bringing attention to the problem of 
corruption but not in terms of understanding that it undermines the entire development on the 
business environment area – just as part of a bigger problem. Kosovo has adopted an anti-
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corruption strategy and added corruption as a short-term legal priority to its feasibility studies. 
The priority of tackling corruption should not be outlined as a sub-part in documents of legal 
and political development, but in each and every one – as one of the main priorities. Fighting 
corruption should be issued in each area of legislative reforms, may it be in public 
procurement or in privatization. The GoK are fighting corruption in many ways but the results 
shows that it’s not enough and corruption remains one of the top concerns for FI’s. The lack 
of good results on the fight against corruption initiates that it needs to be fought harder and 
better to encourage, promote, protect, and attract FDI. 
   
The GoK has identified the legislative needs and established policies and a legal framework 
to fight corruption. This clearly demonstrates the GoK real intention to fight corruption and 
its awareness of the issue – which is a good first step, but not a final stage. The legislation in 
force to combat corruption is: “the Law on Anti-Corruption Agency, the Law on Protection of 
Informants, the Law on Preventing the Conflict of Interest at Exercising a Public Function, 
the Law on Declaring, the Origin, and Control of Property of Senior Public Officials, and 
Declaring, the Origin, and Control of Gifts of all Official Persons”.83 The law on the anti-
corruption agency establishes, among other things, a presence within the GoK to fight 
corruption – they do so through preparing a strategy of anti-corruption to the AoK and 
through monitoring the proper implementation of the law on corruption. The other laws are 
contributing to the overall stability on the fight of corruption – it can help combating money 
laundering, protect the informant, making the senior public officials legally bound to declare 
their assets. The part on declaring their assets is extremely important when combating 
corruption, because much corruption can be measured through unexpected assets of officials. 
Valmir Ismaili, employed at the KDI mentioned that many officials with not many assets 
before the war ended up with millions after the war and through political involvement.84 
According to the EC Kosovo Progress Report 2013 Kosovo meets the priorities in the 
feasibility study, Kosovo has adopted new laws and strategies in the fight on corruption. 
However, to meet the conditions of an SAA Kosovo needs to provide evidence of results. 
Kosovo must further work to implement the legislation put in place and work preventive to 
fight corruption on all levels of society.85 
 
A major challenge for companies wishing to invest in Kosovo is the corruption in public 
procurement and privatization. Bribery, kickbacks, and payoffs remain a huge and eminent 
threat to FDI. A sincere legislative development was the establishment of the Law on Witness 
Protection – it can serve as a legislative complement to fight the corruption. Jetmir Bakija, 
employed at the KDI mentioned that many potential investors have unexpectedly, 
mysteriously, withdrawn their first very good intentions of investing in Kosovo.86 However, 
these concerns and problems are realized by the GoK and established as both short-term – and 
long-term priorities. The legislation to fight corruption in public procurement and 
privatization, among other areas, are in place with an extra attention to its alignment with the 
EU acquis. 
  
Corruption is dangerous to the business environment in many ways. From this thesis 
perspective it is dangerous in three main ways: it undermines the trust and implementation of 
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the legislative reforms, it undermines the EU integration process, and it takes away budgetary 
means that can be used to strengthen the RoL. Kosovo is aware of its problem and as 
analyzed above Kosovo has undertaken several legislative reforms to face the problem with 
corruption. Kosovo is continuously harmonizing to the EU acquis and the EU demands on the 
fight against corruption. Kosovo has also accepted that EULEX has an executive mandate to 
handle cases of corruption, which – no matter what political side you support – is a clear 
signal on the willingness and ambition to fight the corruption. The problem with corruption is 
evident and realized, it is outlined in the semi-primary sources87 of law, but the result shows 
that the process is not enough and more has to be done. 
  
4.3.2(Regional(Instability(
The GoK aims to increase regional stability in terms of economic cooperation and solving 
political disputes. The aims are directed through participation in mechanisms of economic 
cooperation and trade.88 In order to encourage, promote, protect, and attract FDI the FI would 
need to feel safe in the state itself, but also in the region. Any exporting business needs 
regional stability and economic cooperation for a bigger market access. Kosovo has 
approximately two million inhabitants, which is a small market for exporting businesses. The 
scale of the market is of significant importance to the FI – the first countries to export to 
would be the neighboring countries, in Kosovo’s case: Albania, Serbia, Macedonia, and 
Montenegro. Regional stability means safety for the FI, safety in means of protecting the 
FDIs ability to reach it’s fullest potential –which is of equal importance as protecting the 
business from political violence and similar. Kosovo participates in the Central European 
Free Trade Agreement (hereinafter CEFTA), which offers the FDI a bigger market to operate 
on. The CEFTA is a good means of gaining access to a bigger market and for the business 
environment to encourage, promote, protect and attract FDI to Kosovo. In the National 
Strategy for European Integration, the Council stressed upon the importance of regional 
stability in order to improve the trade relations, the regional business environment and the 
conditions for FDI. Kosovo has undertaken two – from a legal point of view – major steps in 
the right direction of improving the regional stability: 1) Signing the CEFTA agreement, and 
2) Starting the Normalization Process with Serbia.89 
  
1) Due to the participation in the CEFTA the FDI has an open market of approximately 20 
million consumers to operate on.90   The CEFTA agreement functions both as a legal 
framework of free trade that opens up the markets in the region and thus helps to attract FDI 
and at the same time it serves as a preparation for EU accession. If the legal obligations 
derived from the CEFTA are performed correctly, the result can be used as an indicator on 
how well the business environment is functioning. It can further be an indicator on how well 
the state could compete and perform in a bigger open market, such as the one of EU. 
However, if breaches of the CEFTA appear it will instead undermine the entire regional 
cooperation, the EU integration process, and the domestic legal development on the business 
environment area. 
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88 Government of Kosovo – Ministry of Finance, Medium Term Expenditure Framework, 2013-2015, p. 8.!
89 Kosovo is doing much to improve the regional stability; the two chosen actions are due to those being of most 
legal importance according to the writer and in consultation with the purpose of this thesis. Another factor is time 
and page limit. The choice of these two is based on numerous reports and with interviews and meetings held with 
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a cornerstone when choosing the two major steps for establishing a regional stability.  
90 Gap – Policy Brief, Kosovo in CEFTA: In or Out?, 2011, p. 4. 
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The free trade, open market and exporting within the CEFTA states has been less visible then 
expected. When Kosovo declared its independence and thus changed the stamps on exporting 
products – from UNMIK to Kosovo – both Bosnia & Herzegovina and Serbia blocked 
Kosovo’s products and transports through their states. Also on the Albanian and Macedonian 
boarder exported products from Kosovo have faced barriers, according to Jetmir Bakija and 
Artane Rizvanolli.91 It undermined the legislative reforms and the EU integration process in 
means of not being able to realize the promised potential of the business environment, such as 
exporting possibilities. It also undermined Kosovo’s process of showing its worth as a 
competitive trading partner to the EU. “We assume that one of the reasons that discourage 
foreign investors to invest in Kosovo is because they have it difficult to export their products 
in the region. Foreign investors most likely would better invest in a country from where they 
can easily export in all CEFTA member states”.92 Even though the stamp issue was resolved 
and an agreement was reached, the time in between the breach and the solution to the problem 
undermined the regional stability in means of trade and export. It undermined Kosovo’s 
legislative development on the business environment area and its possibility to protect the 
FDI’s ability to reach its fullest potential. The issues of recent history can be of concern to FI 
because they will analyze the relation between the neighbors and the risk of future conflicts 
due to historical issues. Former tension cannot be waived away with only breaking the illegal 
behavior but the cooperation must show its worth with time (e.g. through trade). 
  
The EU integration process is shared by all the Balkan states and the CEFTA is signed by all 
of Kosovo’s immediate neighbors. Kosovo is, through diplomatic means, acting to normalize 
its relations with its neighbors – especially with Serbia. Several legal scholars have argued for 
Kosovo to break with the CEFTA and instead sign agreements with states separately – that 
due to the fact that the CEFTA agreement has not contributed to rise on FDI or regional 
stability. However, even though Kosovo has not seen much rise in FDI as a result of the 
CEFTA agreement, Kosovo must be keen to keep working on the regional stability and to 
show the EU and other influential trading partners its good intention and its strict adherence 
to the law – under the CEFTA agreement, domestic legislation, international law and other 
international agreements. With the right implementation of the CEFTA by all the states in the 
region the agreement can help to encourage, promote, protect, and attract FDI and at the same 
time serve as an indicator of being a reliable business partner within the EU. 
  
2) To improve the regional stability – and thus bring clarity and safety to the FI, Kosovo has 
undertaken a normalization process with Serbia. The process aims to settle the political 
dispute between Kosovo and Serbia but, indirect, it serves to do much more then that. Due to 
the blockade by Serbia on Kosovo exports, their blockade on transport through their country, 
their financial contribution to illegal institutions in the Northern part of Mitrovica, and due to 
their lack of recognition on Kosovo’s sovereignty – Serbia indirectly hinders the true 
implementation on some of Kosovo’s legislative reforms on the business environment area 
and thus undermines its potential to encourage, promote, protect and attract FDI. Further the 
actions by Serbia are creating a regional instability, which undermines their own and 
Kosovo’s EU integration process. As a direct result of the normalization process, the stamp 
issue and Kosovo’s possibility to enter regional meetings under the name of Kosovo was 
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resolved. The normalization process has helped to clear issues in certain areas but the changes 
have taken time and are not enough. 
  
A landmark agreement, deriving from the normalization process, was the decision that 
Kosovo and Serbia should not block each other’s EU integration process. On paper this 
agreement means that Kosovo can, without interference by Serbia, move towards EU 
accession. However, in reality that cannot be achieved without recognition of the states 
sovereignty. Chapter 35 of the EU acquis aims to settle the Kosovo issue and thus the EU 
accession cannot be fulfilled before an agreement on Kosovo’s sovereignty is reached. Article 
1 of the Thessaloniki Declaration establishes that all candidate states and potential candidate 
states shall share the values of, among other things, the rule of law, a market economy, 
respect for international boarders, regional cooperation, and respect for international law.93 
The respect for a RoL cannot be achieved through contributing to illegal institutions in 
another sovereign state, respect for international boarders cannot be reached when blocking 
transport and export, to respect international law would not be to undermine a decision taken 
by the International Court of Justice, and regional cooperation cannot be achieved if not 
allowing a state to enter regional meetings. The inappropriate behavior undermines the 
potential of Kosovo to promote, protect and attract FDI and thus it undermines the legislative 
development. However, Serbia has done progress, such as: signed an agreement on the stamp 
issue, improved management on boarder crossing issues, not blocking Kosovo’s entrance into 
regional meetings, agreed not to block Kosovo’s EU integration process, and finally urged the 
Serbs in Kosovo to vote in the local elections. On the other hand, each and every agreement 
has been lengthy and costly for Kosovo’s business environment and Kosovo’s EU integration 
process. Kosovo understands the importance of the normalization process and regional 
stability. “Our path towards European Integration is dependent on normalizing the neighborly 
relations with Serbia and solving bilateral outstanding issues as two sovereign states”.94 
Kosovo is constantly working to meet every demand by the EU and agreements resulting 
from various meetings, such as the normalization process, the SAPD etc. Kosovo should not 
be held back for the unsatisfying action by other states. Germanys former Foreign Minister 
said following: ‘When one country [Kosovo] delivers results and another doesn’t, the one that 
is taking steps... that is doing its homework, must not be held responsible for the lack of good 
will by the other [Serbia]”.95 With this said EU and its MS’s should pressure Serbia to 
recognize Kosovo and thus close Chapter 35 of the EU acquis. 
  

Chapter(5(–(Conclusions,(Findings,(and(Recommendations(
  
The first conclusion is based on the applicable law issue and the current legislative reforming 
phase. The applicable law issue and the legislative reforms are results of the change of 
sovereigns in Kosovo – from SFRY to UNMIK to Kosovo. The law enacted under the AoK is 
good in the way that it seeks to break with its past and establish a single legal system based 
on new contextual realities. The new law is based on the objectives of the GoK, such as 
creating legislation that is harmonized to the EU acquis, which is a result of the EU 
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integration process. Another objective is for Kosovo to create an international business 
environment based on a liberal democracy. Therefore, the legislative reforms serves the 
purpose of – among other things – creating a single legislative system, bringing more clarity 
to the FI’s, approximate to the EU, and encouraging, promoting, protecting and attracting 
FDI. We must understand that the laws enacted under the mandate of UNMIK served its 
purpose under a transitional phase – not as a status settlement. Even though the legislation 
under the mandate of UNMIK might suit international legal principles, the legislation is not 
based on the objectives of the today – mainly the EU acquis harmonization. 
  
The second conclusion is that the CSP – which was the “preliminary-work” to the 
Constitution – was more based on solving political issues – such as minority rights – rather 
then being concerned on economic development. Thus it was not concerned with 
strengthening the role of the business environment as deriving out of constitutional rights. 
The thesis recommend for Kosovo to welcome both EULEX, World Bank and other 
International Organizations to be part of developing the constitution of Kosovo to suit new 
contextual realities – which in this case could be economic growth and a reliable business 
environment. I would recommend the AoK to compare the current constitution of Kosovo to 
the one of Croatia – which is one of the most successful state in the region in terms of 
attracting FDI and in EU integration (Croatia became a member of EU 2013). The 
constitution of Croatia guarantees protection of FDI as a constitutional right, which initiates 
awareness of its importance for the overall business environment. The right guaranteed in the 
constitution of Croatia emphasizes importance of attracting and protecting FDI in its state. 
The thesis is not claiming that their should be a constitutional protection of FDI in Kosovo, 
but merely that it could be the case and that a comparative legal research on the possibility 
could be a way forward in the right direction of protecting FDI in Kosovo. 
  
The third conclusion is that the semi-primary sources96 of law had – and still has – strong 
impact on the legislative development in Kosovo. The semi-primary sources of law can be 
seen and understood as preliminary work to the legislation. The use of these sources is a good 
sign from the GoK in its ambitions to cope with the EU acquis. The semi-primary sources of 
law can be used to understand the origin, purpose and character of the reformed legislation 
and thus helps further legislative development, interpretation of the law, and development of 
legal doctrine on the area. The semi-primary sources of law further enables the legal staff of 
Kosovo to use the document as to understand the origin, purpose and transplant of the law. 
The semi-primary sources of law can also be used as “European glasses” in the way that the 
EU acquis harmonization process is outlined within the sources. Another dimension of 
documents given on the business environment area is the fact that the investment climate 
statements differ depending on who is the author. The statements delivered by companies, 
International Organizations and the GoK differs. To take one out of many examples is that 
many foreign businesses stresses the question of diaspora investments, they are afraid to 
invest if not their own people invests – that concern is nowhere to be found in the semi-
primary sources of law. On this point the author agrees with the opinion by Jetmir Bakija, 
who stated: “before a investor invest they look up who else has invested and what has been 
their experience. Have their own people invested because Kosovo has a big diaspora in many 
industrial countries, so the investor will look if their own people has been able and willing to 
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invest.”97 On this issue the thesis recommends NGOs linked to the GoK to work on those 
concerns and develop legal ideas to suit the businesses demands and concerns as well. The 
thesis further recommends International Organizations to take in the concerns and issues 
outlined by the businesses wanting to invest. Without businesses the LFI and other laws 
outlined in the analysis are worthless. Coordination between companies, NGOs, States, 
International Organizations, and the GoK could be a way forward to improve the legislation 
and its ability to encourage, promote, protect and attract FDI. 
  
The fourth conclusion is that the LFI enacted under the mandate of UNMIK was not 
delimited enough and therefore not precise enough to satisfy the delimited purpose of 
encouraging and protecting FDI in Kosovo. The law should be narrowed down and 
complemented with other legislation and with sub-normative acts. Too much focus on the 
entire business environment in a single law creates uncertainty for the FI and removes focus 
from the FDI and thus the FI’s doesn’t feel as protected. The new LFI is more concentrated to 
its purpose of encouraging, promoting, protecting, and attracting FDI – therefore the reform 
was needed and well initiated. Another factor is, as mentioned earlier, to break with the past 
and establish a single legal framework based on the GoK’s objectives. 
   
The fifth conclusion is that the concept of “silence is consent” and the alternative dispute 
settlement mechanism enables the FI to oversee the weak RoL in terms of backlogs in the 
court system. This means that the GoK has realized one of its temporary weaknesses and 
addressed an initiative to still attract FDI and keep them protected and secure on that issue. 
Even though the RoL must be issued by the GoK as one of the main priorities the incentives 
given can be effective in the meanwhile process of attracting and protecting FDI in Kosovo. 
  
The sixth conclusion is that Kosovo have good legislation to fight corruption, but still 
corruption is far from diminishing. This means that something is clearly wrong. When the 
semi primary-sources of law are analyzed one can easily understands the GoK’s intentions to 
fight corruption. However, the corruption issues are only outlined as sub-parts in various 
documents. The problem is so widespread and of big concern for the: FI’s, the legislative 
development, and the EU integration process. Therefore it should be entire semi-primary 
sources of law based on the issue of corruption alone. The problem of corruption should not 
only be seen in its whole but also broken down and fought in each sector were it can appear. 
That would encourage, promote and protect FDI in a way that expresses the real intentions to 
fight corruption and create a corruption free business environment. The role of NGOs should 
not be forgotten. Numerous reports on issues will lead to change. KIPRED98 and KDI, among 
other NGOs, are lobbying for change on corruption. Both issued the problem with the lack of 
a law on money laundering and witness protection. Both laws were later enacted to fight 
corruption. If that was a result of the NGOs or not is another question, but the fact that 
lobbying for change will affect the legal development and the legislative reforms is well 
known. The fight on corruption – as with other underlying threats and challenges – most be 
fought in order for the GoK to protect the FDI from both direct damages and in terms of 
protecting the FDI in reaching its fullest potential. To reach its fullest potential in means of 
exporting, performing services, trading etc. What regards further alignment on EU’s demands 
Kosovo adapted to the short-term goals established by the EC’s Feasibility Study for a SAA 
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with Kosovo.  
 
The seventh conclusion is based on the interview with Mr. Ymeri and the author’s own 
analysis on the answer. “When it comes to the law on foreign investments it seems that the 
EU does not have a standard on this. When you are a EU member state and invest in a EU 
state the investments functions as one, but when you come to third parties, such as Kosovo, 
these countries deals in different ways”- Visar Ymeri.99 The EU has investment policies to 
guide the LFI but not as detailed as the legal guiding on other areas of law. Therefore the LFI 
cannot be harmonized to the EU acquis on the same basis as the other laws. I would 
recommend the EU to work harder to establish clear guidance on how an applicant state 
should develop a Law on Foreign Investment, because it is going to affect EU investors. Mr. 
Ymeri further stresses that Kosovo should not make a distinction between who comes from 
abroad and who’s not and that the LFI is the only law we have on investments in general. The 
idea is too protective and naive. The idea is further based on the assumption that Kosovo has 
individuals ready to invest and have the capital that foreign investors have. The whole idea 
and purpose of the law is to guarantee the foreign investor extra incentives and protection for 
them to bring capital to the state. Again the GoK must compare advantages of giving 
incentives versus disadvantages – and at the time being FDI is needed to booster the economy 
of Kosovo. 
  
The thesis eight conclusion is that the provision of “public-interest” – when it comes to 
nationalization and expropriation – can be misused and thus threatening the encouragement 
and protection of FDI. The provision exists in many states but the FI would need an overall 
strong RoL and a state without widespread problems of corruptions for the provision to be 
reliable and certain enough. Of course the provision can be included within the law but it 
must be more certain and legally covered by a certain definition. This thesis would 
recommend the development on jurisprudence – which is lacking – on the interpretation of 
the provision. The present work would further recommend the implementation of the 
provision in strict adherence to European- and International best practices. A legal agency 
could also cover the interpretation of the provision. If the RoL is strong enough, with no 
political interference, and the number of corruption cases low, then the provision comes 
naturally. At the moment of time the use of the provision is better suited for a developed 
Western Democracy – which status quo Kosovo is not.  
  
The ninth conclusion is the fact that the LFI covers many possible threats and challenges 
under article 10 of illegal action or inaction and in article 11 of armed conflict and civil 
disturbance. The LFI covers the threats and challenges in two main ways: 1) the law outlines 
threats and challenges in the legislation, which is a sign of awareness and of working 
preventive on the issues, and 2) the articles entitles the FI compensation, which can then 
freely be moved out of the state in any currency. The two articles protects FDI due to the fact 
that the FI can see the serious efforts taken by the GoK to protect them in every means. The 
problem here is that – according to this thesis – the main underlying threats and challenges 
are corruption and regional instability. No compensation is entitled due to damage as a result 
of corruption and regional instability. 
 
The tenth conclusion is based on Kosovo’s ambition to protect the possibility for the FDI to 
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reach its fullest potential. One of many actions that show these intentions is article 14 of the 
LFI – which allows a FI to use foreign personnel. This enables the FDI to use “know-how” in 
Kosovo’s market and combined with other incentives (e.g. convert to any currency, transfer 
capital etc.) gives the FDI a variety in its work and a possibility to change on the ground – 
also after the investment is done. Article 14 is well aligned with the EU investment policies.  
  
The eleventh conclusion is that the Law on Foreign Investment should be complemented by 
sub-normative acts to offer more incentives. The incentives could take different shapes but 
with the purpose to encourage, promote and attract foreign direct investments to Kosovo. 
Examples of what could be offered is a certain amount of capital for each job created, no-
income tax for a certain amount of people the businesses employ, tax holidays, offer training 
if investing in an area of interest etc. The GoK must understand that it would be hard to 
compete with the regional states even if Kosovo had the same incentives, let alone if the 
regional competitors have incentives that encourages, promotes, protects, and attracts FDI 
more then in Kosovo. Incentives can be a key to attract FDI to the state; therefore Kosovo 
must be keen to develop those in close consultation with the regional development. Kosovo 
must understand with whom they compete and act as to take the upper hand in promoting 
incentives, protecting the interests and abilities of the FI’s, and offering a favorable business 
environment that encourages and attracts FDI.  
 
The twelfth conclusion is that the laws covering the privatization process and the public 
procurement is enacted and are in alignment with the EU acquis. However, the legislation is 
undermined by corruption and lack of transparency. Therefore the thesis – as in many other 
areas – regards Kosovo’s business environment to be held back by underlying threats and 
challenges of this character. On this area the thesis recommends the GoK to – on each 
privatization process – submit a developed investment plan on what competitive advantages 
can be used and what incentives the GoK offers for investing on a specific area of interest. In 
its efforts Kosovo shall demand a plan in return, which shows the businesses intentions for 
certain years and what it expects from the investment. Sweden’s Finance Minister – Anders 
Borg – presented a similar idea in Sweden regarding privatizations in the well-fare sector. 
The author is in favor of this idea when it comes to privatization and recommends a similar 
procedure for Kosovo. The idea can only become reality with years to come if the RoL is 
strengthened and corruption is fought in accordance with the objectives outlined in various 
documents of semi-primary character. The privatization as up to now cannot be blamed for 
not being performed under circumstances of a more developed Kosovo. Further there should 
be noticed that the process of privatization started to early, it started under a time of UNMIK 
mandate. At that period no serious investor knew what would be the outcome of Kosovo’s 
status and thus under what legal framework the foreign investors were to operate in with 
years to come. Based on that fact the process attracted more speculators than serious long-
term investors. Again, Kosovo has to accept its position and act from that, but it doesn’t mean 
that Kosovo can develop new legislative ideas based on state development.  
  
The thirteenth conclusion is the fact that the CEFTA serves as an open market and at the same 
time as a preparation for the EU market – and thus it is of severe importance for Kosovo. The 
regional instability and lack of good obedience by the CEFTA undermines Kosovo’s ability 
to protect its FDI, in among other things, of reaching its fullest potential in economic growth 
and exporting opportunities. Therefore, certain blame on Kosovo’s ability to encourage, 
promote, protect, and attract FDI should be blamed on external issues. The thesis urges for the 
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international organizations, such as EU, World Bank and others to understand the severe 
crime of CEFTA breaches and play a bigger part of solving the issues through political and 
legal means. The EU should be waiving harder with the “EU accession card” and push states 
to not undermine the legal development of other states through not playing its part in regional 
cooperational agreements – such as the CEFTA. The EU has the influence and the power to 
do this, especially with the fact in mind that all immediate neighbors of Kosovo share the 
ambition of joining the EU. The breach of regional cooperational agreements, which serves as 
a preparation of entrance to the EU market should be deemed as hard as a breach in the EU 
market.  
  
The fourteenth conclusion is that the blocks and barriers by Serbia has undermined Kosovo’s 
legislative development on the business environment and its capacity to realize what it has 
offered and so it undermined the Kosovo’s capacity to protect and attract FDI. When not 
being able to perform business activities in an open market Kosovo has been limited to 
express its intentions of being a good competitive business partner in an open market. Chapter 
35 of the EU acquis today seeks to solve the sensitive Kosovo issue between Kosovo and 
Serbia. To join the EU all chapters of the EU acquis must be closed, including Chapter 35 on 
the Kosovo issue. The thesis recommends the EU to further urge for the issue to be solved – 
not last and least but as soon as possible. Kosovo’s progress in regional cooperation’s and in 
its process of protecting and attracting FDI cannot be dependent on Serbia’s willingness to 
solve the issue. Both Kosovo and Serbia knows that the issue most be solved but the time in 
between is undermining Kosovo’s potential to grow and the legislative development is being 
undermined. The normalization process is a good way but it most be speeded up to suit both 
Kosovo’s and Serbia’s interest of business activity and EU integration. 
  
The fifteenth conclusion is that the GoK must further strengthening the law on PPP, 
privatization and continue its fight on corruption. The PPP law and the Privatization process 
have the potential of strengthening Kosovo’s business environment and the capacity to 
encourage, promote and attract FDI. For the laws to be effective the public procurement and 
competition law must be implemented in good faith and the corruption issues must be 
diminished.  
 
Finally the author thinks that the pre-accession period is important because it urges for the 
GoK to reform its legislation within a certain timeframe. The author agrees with the comment 
by Miss Artane Rizvanolli: “[as an answer to EU’s role in the legal development of Kosovo] 
the pre-accession period is beneficial because it enforces a country to establish a legal 
framework, law enforcement, and meet some basic economic and political criteria. That is 
conducive to growth and business development. I guess every country should aspire to meet 
these, regardless of the character of the criteria imposed. We have seen – in other countries – 
that this conditionality helped speed up things, in that sense I see it as positive”.100 With that 
said the author argues for the GoK to continue its fine ambitions of harmonizing to EU 
acquis, to develop its business environment, and solving the basic issues threatening to 
undermine the legislative development.   
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Annex(I(–(Historical(Background(
 
Kosovo declared its independence in 2008 after a rough history – being ruled under the 
Ottoman Empire, the Socialist Federal Republic of Yugoslavia (hereinafter SFRY) and under 
Serbia. Each of these periods has left cultural ties and a certain mentality with the people of 
Kosovo. The most significant “hand-over” was left by the Ottoman Empire – namely the 
religion of Islam. The Ottoman Empire ruled in Kosovo between 1455 and 1912. Today, 
approximately 94% of Kosovo’s population is Muslims – but one should remember that 
Kosovo is very secular, both in constitutional and cultural terms. The Ottoman Empire also 
left cultural and traditional aspects, which have affected the legal thoughts of the people but 
also the set of minds. 
  
Kosovo has also been under the ruling of the SFRY, which was socialist ruled and to a certain 
extent communistic. Before Kosovo lost its autonomy in 1989 the work situation in Kosovo 
was good, factories were running and people had employments (mainly in factories…) – 
except the industries there was an oppressive history and the people wanted back their lost 
sovereignty. From the industrialized times of the state, the people got the idea that it was a 
way to go – would it not have been for oppression and lack of sovereignty. Therefore, to 
some extent the socialist mentality can appear in both the legal thoughts of the people but also 
in the political mentality. To be remembered is that, throughout this oppression, Kosovo has 
maintained close ties to its original motherland – namely Albania. “Since time of 
independence of Albania, the Albanians have been living in two different states (Albania and 
Kosovo”.101 Albania has also been communistic and at the same time been heavily affected 
by Turkish culture and the religion of Islam, therefore the left-overs from the Ottoman 
Empire and the Socialist system was more deeply rooted in the system then what could 
appear at the first sight.  
 
The historical background allows us to understand that Kosovo – after the independence 2008 
– could have developed in three different paths – 1) Islamic, 2) Socialistic, and 3) Liberal 
Democracy. Some might argue that the mandate of UNMIK which was initiated 2001 
rendered the future path for Kosovo – which is true to a certain extent but it could not have 
been so successful without the will of the people. The first and second path can easily be 
waved away due to certain facts. Kosovo – and Albania – has never been states of strong 
religious influence; the states have been and still are tolerant of every religion and are secular 
in politics, sets of minds, and in law. The religion of Islam is not a historical tie but something 
imposed from a former ruler, just as the former socialist system. Both the Ottoman leftovers 
and the Socialist leftovers can be understood as tools of oppression by harsh rulers. Therefore, 
Kosovo can easily break – and wants to break – with these ties. One must therefore 
understand Kosovo’s feeling of inferiority due to this – very sad and oppressive – history. 
Due to all this, in combination with international presence and well-educated population – 
Kosovo has developed a liberal democracy to guide Kosovo into a future path of EU, UN and 
NATO membership. The future path is shared by an overwhelming majority of the citizens of 
Kosovo including its minorities – which are less then 7% of the population.  

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
101 R. Elsie, Kosovo and Albania: History, People, Identity; Open Domocracy, available online: 
http://www.opendemocracy.net/article/conflicts/reimagining_yugoslavia/kosova_albania_identity (last access 18 
December 2012). 
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Kosovo is today recognized by 107 states out of which almost every Western Democracy has 
recognized Kosovo. The most influential states have recognized Kosovo and plenty of 
embassies are established in the Capital of Prishtina. Some of Kosovo’s great allies are USA, 
Germany, Great Britain, France and Switzerland. The non-recognizers remain the BRICS 
states and five EU countries out of 28.102  
 
  

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
102 BRICS= Brazil, Russia, India, China and South Africa. EU non-recognizers= Spain, Greece, Romania, 
Slovakia and Cyprus. 
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Annex(II(–(Interviews(

 
The interviews was held in different circumstances – in cafeterias, in offices, in press 
conference rooms, and through e-mail. The interviews presented below were, among many 
interviews, those that were accepted to be published. The interviews were mostly held in 
English but some in the Albanian language – were that was the case the writer translated the 
interview, sent it back for acceptance and then published it. Each interview was sent back for 
acceptance before publishing the interviews. 
   
Every interview started with a presentation of the thesis field of research, the purpose of the 
interview, the author’s university studies, and the authors minor field studies scholarship to 
perform a field research. In the beginning of each interview a certificate from the Swedish 
Council for Higher Education was showed. The author further asked if the interviewed ones 
answers can be published and if so, as a private person or as an official. 
  
The thesis uses an annex with interviews in order to give the reader the possibility to gain a 
deepened understanding of the purpose of the thesis. The annexed material will serve its 
purpose of giving the reader a possibility to draw own conclusions based on the paper and in 
consultation with prominent individuals working with the legislative reforming on this area. 
In the interviews, answers of “delimitated character” can appear with the purpose of giving 
the reader a possibility to get some clarity on the delimited parts as well.  
 
 
- Interview 1. Visar Ymeri (Deputy of the Parliament) 
 
- Interview 2. Fehmir Smaili (Ministry of European Integration) 
 
- Interview 3. Jetmir Bakija (Kosovo Democratic Institute) 
 
- Interview 4. Rinor Hoxha (Ministry of Justice) 
 
- Interview 5. Gjevrie Hasani (Ministry of Economic Affairs) 
 
- Interview 6. Valmir Ismaili (Kosovo Democratic Institute) 
 
- Interview 7. Ardiana Krasniqi (Student at the University of Prishtina) 
 
- Interview 8. Artane Rizvanolli (PhD in Economics employed at Riinvest Collage and an 
independent consultant) 
 
- Interview 9. Nagip Skenderi (Prof. Dr. at the University of Prishtina) 
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Interview(1(
(

Visar(Ymeri –  
Deputy of the Parliament – Member of Committee for Economic Development, 
Infrastructure, Trade and Industry 
 
Head of the Parliamentary Group of the political party Vetevendosje (third largest 
party in Kosovo) 
 
The interview was held in Vetevendosjes conference room and the opinions reflects the 
political party’s ideology. 
 
Question 
 
- How has the law on foreign investment been harmonized the EU acquis and is there any 
differences from the former law, which was enacted under the mandate of UNMIK?  
 
Answer 
 
- Each and every law adopted by the Assembly of Kosova must be harmonized with the EU 
acquis. Each ministry of Kosova has their office which checks the harmonization to the EU 
acquis. When it comes to the law on foreign investments it seems that the EU does not have a 
standard on this. When you are a EU member and invest in a EU state the investments 
function as one, but when you come to third parties, such as Kosova these countries deals in 
different ways. The law on foreign investments in Kosova is the only law we have on 
investments, we don’t have a law on only investments and such. 
  
- We think that investments and the way that the country deals with investments should be 
dealt with in general and not make this division between who comes from abroad and not. 
The law on foreign investment was drafter earlier this year and was sent back to the 
government two times – only the third time it was adopted. The problem with this law was 
that on the first hand it was not very different from the former law and on the other hand it 
lacked any sort of potential for the Government of Kosova to direct foreign direct investments 
and therefore it opens the country for any kind of investments, which we see we a risks for 
the economic development. Because we know that not all investments can be directed for the 
well being of the country, some investments are “hot-capital” which can be more damaging 
for the economy then a benefit for it. Therefore, we have to be careful with foreign investors, 
especially on what kind of investors and on what sectors we are attracting those investors. We 
must make a distinguee between investments on sectors where Kosova will have a 
competitive advantage  and therefore a better development of production and for those who 
are only seeking to use the situation in Kosova to gain more profit from the situation in the 
country.  
 
- The law on foreign investments does not deal with this, the law says it will treat foreign 
investors as it treats its own. However, Kosova doesn’t know how it treats its own investors 
because – as I said – we don’t have a law on that. So basically this is one of the frauds on this 
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law. The second one is that the law takes all the responsibilities on the damages on the foreign 
direct investments and that the government should be financial responsible, which we think is 
unfair. If we are in an extreme situation attacked by a foreign country and we have no army to 
defend ourselves then. Then that fact will damage Kosova’s economy and then also the 
compensation claims arising out of the conflict – which was out of our control. We think that 
it’s unfair because war is nothing we want but a situation imposed on you and therefore you 
should not be responsible for what has been imposed on you. 
 
- The whole idea that we will have economic growth based only on foreign direct investments 
is a fault and has no historical or actual precedence nowhere in the world. We know that 
foreign direct investments can help economic development, but it does not start economic 
development. We should not enact laws that opens our market for any kind of capital, if you 
do that you are not and cannot be viewed as a serious country by a foreign direct investor. 
When I say serious I mean serious long-term investors. What Kosova needs are long-term 
investments in production, in industrializing the country. These investments are very hard to 
attract, especially in time of crisis. 
  
- Due to all this we think that a totally other policy should be implemented in Kosova, this 
policy should be that the government should be taking the risks together with the investments. 
They would do that through establishing a public fund that would take partially in joint 
investments. This means that you show that you are serious with the investments and are 
ready to support the investment to the fullest in order for it to succeed. This shows that you 
are ready to “put the money where the mouth is”. The law on foreign investments opens the 
country for any sort of capital and in this way it presents no mechanisms that the government 
can use to secure a sustainable economy. There is a provision in the law that says that 
extraction of capital from Kosova should be free, so basically you can invest and then go 
outside of Kosova and you should have no obstacles in this. If we create an economic 
environment were capital can easily go in and out it will present an unstable economy and an 
unstable economy is not attractive to serious foreign direct investments. Those investments 
that would really develop Kosova will not be interested to invest in Kosova because they se 
this uncertainty. 
  
Question 
 
- How can the law on Corporate Income tax and VAT Taxes encourage, promote, and attract 
FDI to Kosova? 
 
Answer 
 
- In 2008 the government of Kosova decided to change its tax rate, we moved from 20% to 
10%. This change in tax rates did not bring foreign direct investments; I am not saying that 
this is the reason because during the change we have been under one of the world biggest 
financial crisis ever. In general lower taxes doesn’t mean more investments, because it’s not 
only taxes that would prevent investments. The most important part that an investor would 
seek in a country is the possibility of making profit of their investments. Lower taxes is not 
the only way of achieving profit, you can make this through rise in production etc. I think we 
should have selective politics on investments; we cannot have flat taxes for everyone. We 
think that we should have higher taxes and that higher taxes present a better and more 
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possible way for development. We argue for a rise of the Corporate Income Tax to 30%, 
which is the highest level and at the same time introduce other tax credits. For example those 
corporations who raises the employees and those who raises export we would give tax credits, 
such as tax holidays etc. In this way we would attract more serious foreign direct investments. 
The second thing is that we have to be selective on this. 
  
- We have had lots of examples of people wanting to invest in Kosova but could not because 
of different reasons. Kosova cannot, still, offer 24 hours reliable energy, let alone other 
things. Kosova with 30% Corporate Income Tax will still have lower taxes then the average 
of the EU. 
  
Question 
 
- How can privatization and the public private partnership encourage and attract FDI? 
 
Answer 
 
- Privatization did not bring any good to Kosova, part o the fault is corruption and part is 
because the privatization was not part of a larger plan. It was not used as means of achieving 
something – privatization is a political decision you take in a particular moment in time and 
used as a means of achieving something. If you wish to go from “A to B” you use 
privatization. In Kosovas case that was not the truth, they privatized because they “needed” to 
privatize. They used two methods for privatization: 1) the simpel spin-off, and 2) special spin-
off.  
 
- Why the privatization was not able to attract more foreign direct investments was due to two 
main reasons: 1) that you could do anything with the company, which attracted more 
speculators rather then serious investors, and 2) that it happened under a time of concern, 
under the UNMIK mandate no one knew what would happen to Kosova. Is it going to be 
independent or going back to Serbia etc. This uncertainty does not allow you the space to 
decide if you want to invest in Kosova. 
  
- Kosova should have made a distinction between which companies can be brought back to 
production and which cannot. The ones that cannot be brought back to production can be sold 
as assets but the others should be brought back to work and invested in. We think that it is 
upon us to start it and then if foreign investments come, good, but if not we need being able to 
handle ourselves. If Kosovas institutions started the economic and physical recovery of these 
factories then I think that foreign investors would have been keen to invest. 
  
- The privatization did not create a possibility for people to invest smaller amounts. You 
could either buy the entire company or not participate at all. We think that they should have 
created shares and then sold shares of the company. That could have raised the amount of 
serious companies from the western hemisphere. 
  
- We don’t think that everything should be privatized and that is because the state should have 
its own sphere. The less is public the less of a republic you are.  
 
- The Government should be directing investments in terms of being indicative not 
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compulsory, the government should give incentives. Saying that if you invest here, these are 
the benefits we are ready to give, for example tax holidays, no-income tax for every hundred 
people you employ, we’ll pay for training if you invest in this and that etc. If you however 
decide to invest in textiles, were we are not interested, you can invest – here are the terms and 
the taxes and you make the decision. In 99% of the cases they will invest in the direction of 
the government, both because of the benefits but also because they see that the government is 
serious with their intentions on this field. This is the policy we should apply, especially when 
it comes to attracting FDI – a selective policy. In this way you will attract serious investors 
that are really planning to stay here for a long term.  
 
Question 
 
- Do you think that corruption and regional instability can endanger the legislative 
development? 
 
Answer 
 
- Due to the normalization process with Serbia and the obligations arising out of it, Kosova is 
going to change both legally and institutionally – that possesses a great risk. Kosovo – if the 
process is implemented to its fullest – will be rearranged and be divided into two entitities 
rather then being unified. It will become a new Serb republic in Kosova, very much like the 
one in Bosnia. It is going to affect Kosova politically, legally and economically. In this sort of 
arrangement you cannot guarantee that Kosova is one open market. Currently Kosova doesn’t 
function as one open market due to the Northern part of Kosova. I think that CEFTA has been 
very damaging to Kosova, because it has been a mechanism through which Kosovas market 
has been open to the other countries but it does not happen the same way on the other 
direction. We think that a normal relation to another country is based on mutuality; if there is 
no mutuality then you cannot have a normal relation. Therefore Kosovo can have normal 
relationships with all the other neighbors, except Serbia which has not recognized Kosova. 
The imports from Serbia is in about 300-400 millions a year while the exports to Serbia are 
ridiculous, it’s not even 10 million. In this respect you see that the relationship is not based on 
equality and this is of big concern to foreign investors as well. I they invest in Kosova they 
will invest for a bigger market, not only 2 million inhabitants. The second thing is that they 
don’t invest because they don’t need to invest – because you are buying there products never 
the less. We should demand to certain corporations that they should come and start producing 
in Kosova if they wish to keep selling to Kosova. In this system, without condition, they don’t 
feel the need for it. This is very damaging for the economy of the country. So we think that 
the best way is to start by having bilateral agreements and relations with the countries and 
then move to multilateral. This is a historical way of staring realtions, for example the EU 
started with a coal and steel union with the idea of unifying the industry of France and 
Germany with coal and steel. Then it got bigger and bigger – now its 28 members with further 
integration. We think that it would be best if Kosova integrates with Albania first – we would 
be a bigger market, much more attractive to foreign investors and then start from there and 
expand.  
 
Question 
 
- What do you think about the role of the Comprehensive Status Settlement Plan? 
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Answer 
 
- The proposal was first seen to be a document that was going to function as an international 
peace agreement – that was the idea but it was never explicitly expressed as such. It was an 
agreement between Kosova, Serbia and the UNSC and then all parties would agree to the 
proposal on the obligations arising out of the agreement. As we know Serbia never 
recognized the proposal and therefore UNSC could not do anything. The proposal was seen as 
a compromise from both sides and since it was not accepted by Serbia then no of the parties is 
obliged under it. If we reach an agreement then we both have to accept the agreement, if one 
part is disrespecting it, then I am free to disrespect it as well. Kosova is respecting the 
proposal without demanding from Serbia to do the same – so this is an unequal basis. If we 
would have been more unified in Kosova and demanding our right to Self-Determination, 
because we have fought for it and there is now way we are going back – then I think that 
would have been the winning concept. Obviously we would have to work with our 
international friends and partners on this. 
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Interview(2(
(

Mr.(Fehmir(Smaili – 
Ministry of European Integration – Director of the Department of EU Law 
 
The interview was held in the cafeteria of the government building and reflects Mr. 
Smailis opinion as a Director of the Department of EU Law. 
 
Question 
 
- How important is it to harmonize the legislative reforms to the EU acquis for strengthening 
the business environment and thus being able to attract FDI? How is Kosovo working towards 
the implementation of the EU acquis? 
 
Answer 
 
- As we already know, the legislation has to be harmonized with the EU acquis – also the law 
that deals with the FDI has to be harmonized to the EU acquis. When it comes to specifics on 
FDI I am not so competent to give exact answers, you could get better answers from the 
Ministry of Trade and Industry. They can give you more concrete and detailed information.  
 
Question 
 
- How has Kosovo’s focus regarding EU integration switched since the mandate of UNMIK? 
 
Answer 
 
- During the period of UNMIK authority here in Kosovo I was not part of the Government. 
I’ve started since May 2012, so I am not competent to give you such information. 
 
 
Question 
 
- How much has the SAP dialogue and the SAA Action Plan been contributing to the legal 
reforms and the harmonization to the EU acquis? Is their any other document of relevance for 
the legislative reforms? 
 
Answer 
 
- Probably you know that we are in the process of negotiating the SAA agreement with the 
EU. For sure it will affect our legal system, there will be some changes – their will be some 
obligations deriving from the SAA agreement that we have to harmonize into the existing law 
and to bring new laws, maybe also establish or develop institutions – all depends on the 
obligations deriving from the SAA agreement.  
 
Question 
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- Do you think that any underlying threats can undermine the legal development and the EU 
harmonization process? 
 
Answer 
 
- This is a more political aspect of you’re question. Of course there is always negative aspects 
that can affect, as corruption and regional instability and other things. It can affect the whole 
process of the EU integration process, but harmonization of Kosovo’s legislation to the EU 
acquis is a process that will continue, not only until Kosovo becomes a new MS, but after that 
also. We have started with this process and we will continue, I mean forever – not only when 
we come to the date we become a MS. EU acquis is developing every day so….  
 
Question 
 
- Anything else you would like to add? You’re work? 
 
Answer 
 
- I will give you, from my perspective, what my department is currently doing. It is, in 
general sense, a legal department that I am heading. If we go deeper it is called department of 
EU Law – that means that this department is doing the compliance check. That means that 
each law that is drafted in each ministry has to get a legal opinion on the compliance of the 
Kosovo legislation and the EU acquis. Each ministry are responsible to make the 
harmonization when they draft the law and our department is a kind of filter that double-
checks if a certain law is in line with the EU acquis. We are in the process of starting training 
of our colleagues from line ministries on how to better transpose EU acquis, or how to make 
better laws for Kosovo legislation to be in accordance with the EU acquis. So these are the 
main responsibilities of my department. 
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Interview(3(

(

Jetmir(Bakija –  
Kosovo Democratic Institute – Project Manager (former employed at UNDP) 
 
The interview was held at Mr. Bakijas office and is mostly based on his own opinions 
due to the fact that Kosovo Democratic Institute does not – except corruption – work 
with these answered issues – the interview more reflect his earlier work at the UNDP. 
 
Discussion 
 
- Kosovo is part of the CEFTA agreement, it has been so since 2003, under UNMIK at that 
time. However, if you look at the implementation of that then you see some problems. This is 
the problem with most of the members of CEFTA. The rules of the CEFTA are very much in 
line with the EU but in a more specific manner for the region. The purpose of the agreement 
is for the members to have a functioning “one open market” but in reality that is not working. 
Look at the barriers between Kosovo and Macedonia. Even Kosovo and Albania with all 
those cultural ties have a lot of trade barriers, and if they worked to implement the rules of 
CEFTA entirely that wouldn’t happen. The first thing an investor looks at is the scale of the 
market, because a large producing investor would not only want to produce to 2 million 
people. A investor would probably invest here to export, the first exporting countries would 
be the CEFTA countries. There is an example with a chips company in Vushtrri, which had a 
lot of problems in exporting. Legally and on paper Kosovo looks good on the paper, but once 
they go a little bit deeper on research and look at examples of what has happened, it’s not 
very encouraging. 
  
- A recent, very bad example is about a FI, actually a diaspora investor. He opened a company 
called three sis, all of their business is about providing services outside of Kosovo, and they 
just have their office here. When they came here the tax office declared that they are exempt 
from the VAT because their services are exported. Now after a few years of them operating 
successfully, given the prize: “the best exporting company in Kosovo”, the tax office of 
Kosovo goes and says “you haven’t paid taxes for this many years, return the taxes and pay a 
fine”. This is very scaring for FI because, they see that they cannot even protect their own 
investors. No one will bring large amounts of money here if they don’t think that the laws are 
going to be implemented properly. Recently they past the law on FI, it is again controversial 
because it gives a lot of incentives to FI, which is good because we need that capital. The only 
thing you will hear here is “we have the youngest population”, “we have economic zones”, 
“lowest average wages” etc. Think of your self as an investor, you have the youngest 
population, but it’s not well trained, and the investor is not very well protected. A young 
population can be an asset or a barrier. If you look at other states in the region as Serbia and 
Macedonia, they give a lot more incentives; they actually give companies money for every 
job they give. In Serbia I think it is 5,000 Euro for every job they have created. It’s hard to 
compete with them even if we had the same incentives, let alone when you think of that some 
of the incentives we have are not implemented properly. 
  
Question 
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- What do you think on the law on FI and do you think it’s in line with the EU acquis? 
 
Answer 
 
- EU acquis is very wide you know, I haven’t looked on it from that side, from that loop – 
cause its a lot in it. I don’t think that its anything in the law that contradicts the EU acquis The 
law on FI is all about opening up the market and bringing FDI, so it goes in the spirit of EU 
acquis at least. On specific directives I would not have as specific insight at this time. A big 
debate has been if you can differentiate between the diaspora investors and the FDI, because 
the diaspora is still a Kosovar citizen but on the other hand he is bringing in FDI from another 
state. When we worked with the UNDP we focused a lot on attracting diaspora investors. 
Statistics has shown that many FI look at how a state has been able to attract its own people 
from the outside before investing. 
  
- Before a investor invest they look up who else has invested and what has been their 
experience. Have their own people invested because Kosovo has a big diaspora in many 
industrial countries, so the investors will look if their own people has been able and willing to 
invest. Technically the diaspora are the first people that would come to invest in Kosovo, 
particularly in a post-conflict country. 
  
- We must work harder on incentives, we may be benefitting latter but its needed. 
  
Question 
 
- Do you think there should be a constitutional protection for FDI, as in Croatia? 
 
Answer 
 
- I don’t think that, it’s a matter of opinion, but I don’t think it should be in the constitution. 
In Kosovo it would play a more negative role because they would say “of course we protect 
FI, its in ours constitution”. And yet again the problem is not with what is written but with 
what is implemented. Croatia has been quite successful in attracting FDI but I don’t think its 
quite so much because its in their constitution. The constitution that was drafted by the CSP 
was more concerned with the political issues and the minority rights – the general political 
issues that were unknown to the world. FDI should be addressed with more specific laws, 
detailed concretely with incentives and regulation of the sectors. Kosovo definitely needs the 
LFI but it also needs to look at the laws on the courts – basically the laws on the RoL. The FI 
needs protection of their investments. If Kosovo is seen as a country with “middle men” were 
there is someone wanting a share, then that will scare investors. You can have all the 
incentives in the world, but if the investment is not protected, that’s the big concern.  
 
 
Question 
 
- In the LFI they have the means of choosing an alternative dispute settlement? Can that help 
to attract FDI and minimize their fair of not being protected enough? 
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Answer 
 
- Yes that definitely helps. A lot of people have been calling for alternative ways, arbitral or 
other solutions. There are chambers of commerce but again a few businesses have not been 
very satisfied with them.  
 
Question 
 
- Is their any other parts of the business environment that can promote FDI, such as corporate 
income tax, privatization, PPP law, exemptions on VAT etc.? 
  
Answer 
 
- Again I would divide the law in two categories. The laws that directly affect the FDI and the 
laws more indirectly affect FDI. In the first category are those laws that you mentioned 
together with the LFI. In the second category I would but laws on the prosecutors, on the 
courts, the penal code – all of these that rule more on the RoL. Kosovo has recently opened 
two economic zones, one in Gjakova and one in Mitrovica – I think if implemented 
correctivly it can incentivize FDI.  
 
- The law on PPP has not been a mechanism that has been used a lot because it’s a very wide 
term. There is a lot of potential but here we hear PPP a lot for Public projects and it doesn’t 
seem to be a lot of appetite for that. The spirit of these laws are good but there is a lot more 
that can be done, especially giving more incentives, improving secondary legislation and 
working on the RoL. 
  
Question 
 
- What underlying can be a hinder to attract FDI? In legal terms? 
  
Answer 
 
- The parallel institutions is not a big of a deal, it’s changing a little bit. Those who are really 
interested in investing in Kosovo will look deeper and see that it’s not such a big deal. The 
problem can be if you really want to invest in the north, then it could be an issue. 
 
- Corruption is definitely a big issue but you have to break it down to what part of corruption. 
The biggest problem for FDI in Kosovo has been protection of investment, what I mean is 
that when you invest no one is going to come there and say if you want to operate you have to 
cut me in the profit. That’s a way of corruption, it doesn’t have to be one directly linked to the 
power structures in Kosovo but it can be someone indirectly. Therefore the RoL is key here. 
The state must protect the business, not only from violence and so on, but so it can reach its 
full potential. You must be able to bring the investment without someone interfering you. I 
have talked to a lot of the potential investors, mainly diaspora investors. Business man that 
are attached to this country, that want’s what is best for the country, that contributed in the 
war and before the war. If you talk to some of them they would say that they didn’t believe 
what happened to them when they wanted to invest in Kosovo. People came in and threatened 
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them and tried to cut in to their investment. So naturally they pulled out. There are many 
cases where you can point out that probably the same thing happened. If you look at the case 
with the post-telecommunication, at the beginning there was some of the best most powerful 
communication companies showing interest and latter they just pulled out mysteriously. If 
you look at the energy company the same thing happened and that process have failed for the 
third time to build a power plant. 
  
- If you see the doing business index, you will se that Kosovo has moved up several places, 
but if you break down the index you will see that Kosovo has went down in FDI protection. 
Its not only the a problem, but it’s the biggest problem and concern for FDI. That is also 
combined with corruption, it is about protecting the investment so it can reach it’s full 
potential not only to protect it from “not being burnet down”. Or you should be safe to bring 
an investment without someone interfering you.  
 
Can corruption appear also in public procurement and privatization? 
 
- If you look at the FDI in the privatization it has many controversies. Again there you have 
people, you can write a history about it, telling about middle-men trying to cut their cut. Some 
of the men where involved in the privatization process and deeply connected to the 
government. The biggest problem in the privatization process was corruption, it was a lot of 
potential there and if we would have utilized it well we could have brought some great 
companies here and the profit would have been very good. Because some of the companies 
were sold for less then what the infrastructure was worth, less then the land was worth. Some 
bought factories that was latter destroyed and the land was used as agriculture land. That 
should not happen, you should not be able to buy it so cheap that you can make it to 
agriculture land. Now the process of privatization is gone, there is nothing to privatize 
anymore.  
 
- The privatization of PTK has been facing many problems. Last time the contract what 
annulled even after it was signed, again that indicator will scare FDI, because they will think: 
“oh they can break contracts even after they are written”. 
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Interview(4(

(

Rinor(Hoxha – 
Ministry of Justice – Senior Legal Officer for EU Law 
 
The interview was held at the cafeteria of the Department of Justice and the comments 
reflects Mr. Hoxha as an individuals rather then reflecting the entire Department.  
 
Question   
 
- How important is it to harmonize the legal reforms to the EU acquis for strengthening the 
business environment and thus being able to attract FDI? How is Kosovo working towards the 
implementation of the EU acquis?  
  
Answer   
 
- Thank you very much for inviting me for the interview, Ylli. It’s very important because 
Kosovo is a state that aspires to become a member of the EU, although we are still in the 
process of signing the SAA agreement and we haven’t started the negotiations for the 
accession yet – compared to some other Balkan states. We have to do our job in time and 
keep on building our legislative framework in compliance with the EU acquis. Kosovo has 
undertaken all the legislative manners and tasks to implement the EU acquis into our 
domestic legislative framework. I am not very familiar to the field of the business 
environment because I work at the ministry of justice but I think that the competent authority 
in Kosovo is working towards implementing certain important sources of the EU law to 
attract the foreign investors, so they could have a proper climate of business and investment 
here in Kosovo, meaning that they can be secure that their investments will not be 
nationalized or face other common problems when they are established in Kosovo. Until now 
Kosovo are doing very well to harmonize its legislation to the EU acquis. The latest EC 
progress report on Kosovo categorized the quality of the Kosovo legislation as a legislation 
that is mostly in line with the EU acquis, which means that Kosovo already adopted most of 
the law that were needed to be adopted, further meaning that the EU law sources have been 
implemented correctly, nevertheless the abovementioned report identified the application and 
enforcement of legislation as the main setback. What is very important, the Kosovo has 
adopted the proper legal basis to start and implement the EU laws – for ex. the Regulation 
nr.13/2013 on the Government Legal Service, chapter III on the procedures of drafting the 
normative acts and the Administrative Instruction nr.03/2013 on the standards on drafting 
normative acts. According to this legislation every initiator of law –which in this case– is the 
ministry as part of the Government (as the main body to propose the laws) is obliged to draft 
the laws and ensure their compliance with the EU acquis, meaning it’s the duty of ministry to 
implement the directives, regulations and other sources of the EU law. This further means that 
the ministry has to draft the table of concordance and the declaration of compliance of the 
national draft law with the sources of the EU acquis. These two extremely important elements 
have started to be applied from the 1st of January 2014 and they help a lot the process of the 
harmonization. After that the law is sent to the ministry of EU integration, which checks the 
compliance of the national law with the EU acquis and they issue an opinion on this 
compliance. If the opinion is negative the law cannot be further sent to the Office of the Prime 
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Minister for adoption and then to the Assembly. Also the Office of the Prime Minister checks 
the compliance with their experts and the Assembly of Kosovo as well, in their legal 
department and MoP Commissions. In accordance with this procedure I think that the legal 
basis are in line to properly implement the EU law to national legislation, so to this extent I 
think that Kosovo is doing quite well theoretically and practically (based on the experiences I 
had so for) and in my personal opinion Kosovo has generally to work more in the application 
and enforcement of legislation. 
    
Question   
 
- How has Kosovo’s focus, regarding EU integration, switched since the mandate of 
UNMIK?   
 
Answer   
 
- During the period when UNMIK was the main institution in charge in Kosovo (along with 
the provisional Kosovo government) I was a law student, as a result I am not very familiar 
with what was concretely done at that time in relation to this. I know at that time the status of 
Kosovo was not clear, the state was under the UN protectorate and the legal status on Kosovo 
until the Assembly of Kosovo declared the independence in 2008, was nameless as you 
probably know. Therefore, there was a mysterious question going around and negotiations 
(ex. Vienna neg) were being held in order to define the final status of Kosovo. To this extent, 
I assume hat the process of EU integration started, or was initiated, after Kosovo declared its 
independence and envisaged the membership in EU as one of the main aims. The compliance 
to the Copenhagen Criteria and thus the process of EU integration stared powerfully after the 
independence, when the institutions of Kosovo took the main competences from UNMIK. 
Most likely, during the time of UNMIK there were some steps undertaken for the EU 
integration, but as I have aforementioned I am sorry but unfortunately I don’t have any 
concrete information on that. 
    
Question   
 
- How much has the SAP dialogue and the SAA Action Plan been contributing to the 
legislative reforms and the harmonization to the EU acquis? Is there any other document of 
relevance for the legal reforms?  
  
Answer?   
 
- I think that the SAP dialogue and the SAA Action Plan have been contributing very much to 
this issue. In The SAA Action Plan and in the EPAP is correctly foreseen how the national 
legislation shall be harmonized with the legislation of the EU acquis. I found it very helpful 
while doing my job as the senior legal officer here working with the harmonization of laws. 
My personal opinion is that these documents – together with others – have been helpful in the 
process of harmonization, at least for my work.   I would like to add that there are some other 
guiding documents from the Office of the Prime Minister, which explains in detail how the 
legislative process should go through different procedures and be adopted in a correct way – 
these have been very helpful to avoid possible mistakes and contributes to the issue of the 
harmonization of the national legislation to that of the EU acquis. Apart from this, there is 
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enormous help also from the international institutions such as UNDP, USAID, European 
Commission and EU member states in providing us information, guidelines and trainings as 
well to assist us in relation to that. 
    
Question   
 
- Do you think that any underlying threats can undermine the legal development and the EU 
harmonization process?  
  
Answer   
 
- I think that one of the main problems – in my personal opinion – that our state is facing is 
the capacity building. Although we have the legal basis of harmonizing the legislation we 
need experts in each field. You know that EU law is divided into different fields and for 
example to implement the EU environmental law you need to have proper expert who know 
how that law can properly be implemented into national legislation. The Kosovo government 
is doing its best in the process of harmonization as abovementioned, along with EU projects 
and the help from other international organizations as well. However, this process can be 
threatened from time to time until the proper experts are established for every field of the law. 
    
 
Question   
 
- Is there anything you would like to add?  
  
Answer   
 
- To conclude I would say – as mentioned before – Kosovo has adopted proper legal basis 
under the national legislation to implement and harmonize the national legislation with the 
EU law. My recommendation is that the EU and other international organizations shall 
continue their strong support for the process of harmonization and for the process of 
European integration in general. They can do so by providing different trainings, assistance 
and other means of contribution (e.g. through projects). Here, I would like to mention an EU 
twinning project between the Ministry of Justice of Kosovo and the Germany, lending us an 
important hand in the process of consolidation and approximation of legislation. A great 
future is before us in the EU, therefore everyone in Kosovo, and I mean everyone, not only 
people working in the public institution, have to give their best to help this process. Thank 
you very much for your time! 
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Interview(5(

(

Gjevrie(Hasani – 
Ministry of Economic Affairs – Department of Post Telecom and Intellectual Property 
 
I met with Mrs. Hasani at her office on central Prishtina, the interview reflects her 
opinions as an official. The interview was held in the Albanian language and then 
translated by the writer into English. 
  
Question 
 
- The legislative reforms to promote FDI, are they strong enough? Are they in the line with 
the EU integration and harmonized to the EU acquis?  
 
Answer 
 
- The Ministry of Justice and the Office of the Prime Minister can give the best answers on 
this topic. We are on a good way on our European path from a legislative point of view. We 
must further work hard to meet the objectives established by the EU. In our department on 
post-telecom and intellectual property we are on our way on getting the procedural 
recommendations by EU and several think tanks in order for us to harmonize further after the 
EU procedural rules. 
  
Question 
 
- Do you think that privatization is a means of attracting FDI? Would you prefer a public 
post-telecom or a privatized one?  
 
Answer 
 
- The discussion about a privatization on the post-telecom has been issued. The privatization 
didn’t work, I don’t know why… Maybe there was someone interested, maybe not. If the 
telecom had been privatized maybe it would have been better, because it is not functioning 
good enough. Maybe you, the diaspora, can agree on that part. If the state is not capable of 
leading a Public Owned Enterprise in a sufficient way, then its better to privatize. However, 
when it comes to the post I would not privatize it, I would keep it Public but work towards 
strengthening it.  
 
Question 
 
- Do you think that the regional instability and the lack of recognition by five EU member 
states, Russia and China can threaten FDI from coming to Kosovo?  
 
Answer 
 
- Both of those can be reasons, yes. The companies also need reliable energy, which is a 
problem around here. It has been much developed and is less of a problem now, but still. 
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Factories need working day and night. I don’t know the exact reasons on way the investors 
don’t invest here, we are developing still and many problems are taken care of. Another huge 
concern is the issue of Mitrovica, which is under control of Serbia, also that can threaten the 
investors from investing in Kosovo. 
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Interview(6(

(

Valmir(Ismaili –  
Kosovo Democratic Institute – Coordinator of Projects 
 
The interview was held in his office and the opinions was answered as a member of 
Kosovo Democratic Institute on issues covered by the NGO, where the NGO does not 
work on the issues the opinions reflect his personal ones. The interview was held in the 
Albanian language and then translated into English by the writer. 
 
Question 
 
- How do you think that corruption can come to hinder FDI in Kosovo? 
 
Answer 
 
- In Kosovo there has been many big companies that has moved or not invested at all as a 
result of corruption or the fear of it. One of the best examples is the potential investment by 
Mercedes. The head of Mercedes didn’t allow the company to sell cars to the Government or 
authorities of Kosovo due to the problem with corruption. 
  
- We have big problems with the privatization process. Many big companies have been 
declined contracts and have moved away due to fair of corruption. You can also see the case 
of the PTK (post telecom). See case of termo centrali. See example of Brezovica, many 
companies moved away even before the process really began. If you look at the highway 
between Prishtina and Tirana – which was a good investment – even today you don’t know 
what was the cost of that road – no one know the final contract that was written. What has 
been shown is that not only do we face problems with corruption on a local level but also the 
foreign investors tend to be the other fold of the coin. All of these examples clearly 
demonstrate the unfairness and the corruption in procurement. 
  
Question 
 
- What solutions are to be found? 
   
Answer 
 
- Kosovo’s Government must fight corruption much harder. People get in to politics with a 
small amount of fortune and end up with millions of euros.  Every time when a “big fish” 
accused of corruption has been accused and brought before justice, the politicians have come 
to rescue him and said: “don’t do this because it can cause PUBLIC DISORDER”. The 
political climate has been more focused on maintaining political stability then fighting 
corruption, that might have been normal after the war but now 15 years have gone since that 
time. Kosovo has now come to a phase were it must do much more to face corruption.  
 
- I must say that the legislation against corruption in Kosovo is very good. It is written by 
academics and experts and meets high standards. However the real implementation of the law 
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is weak, much is due to the political interference with the judiciary. EULEX is here – among 
other internationals – and is stating that Kosovo is not ready to face this problem on 
corruption on its own with their structure and institutions – yet. I think we need more bravery 
in the political sphere to face the problem.   
 
QUESTION 
 
- What do you think about EULEX work on corruption? 
 
ANSWER 
 
- Personally when UNMIK and EULEX first got their mandate I thought that, hmm…. now 
something is going to change. In UNMIK their was staff coming from countries that had 
much more internal problems than us, we had staff from African countries that faced huger 
problems with corruption and democracy then Kosovo. Personally I did not expect those 
people to be deployed here to develop our state and make it move forward. Then I was very 
happy when EULEX was to take the mandate from UNMIK but that didn’t last for long 
because I saw that the staff of UNMIK just removed their badge and put on a new with 
EULEX name on it. 
  
- EULEX had a much bigger role to face corruption due to its executive role on the area. 
However sometimes I think they have been too afraid to act because it could cause political 
instability. They have not fought corruption the way they should. The only example I can 
think of is when they arrested Mr. Lima accused of corruption on millions of Euros but was 
proven to be guilty of some thousands instead. EULEX have made other spectacles in 
Kosovo, they have arrested many people accused of corruption and latter released them 2-3 
days latter. They have only made them lose their public reputation and them let them go. 
EULEX has made much les then what I thought they would have done. Many people that 
EULEX have convicted for war crimes they could have arrested and convicted earlier for 
corruption. Many people that fought for this country has latter made use of it, many who had 
nothing before the war, made millions if not billions after the war and EULEX has not reacted 
on this aspect. EULEX has lost its trust in the fight against corruption. I think that EULEX 
shall lose their executive mandate on the issue of corruption to local judges and thus focus on 
war crimes instead. 
  
- Finally I can say that EULEX has lost its war against corruption and has been more involved 
in the fight of maintaining political stability.   
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Interview(7(

(

Ardiana(Krasniqi(–(
Prishtina University – Student 
 
The interview was held at the apartment of the student. The interview was held in the 
Albanian language and then translated into English by the writer. 
  
Question 
 
- Have your professors been stressing the importance of FDI in investments in general? 
 
Answer 
 
- The first year of our studies we had some general economic studies and latter on we moved 
to more specific studies, depending on our choice of direction – I chose banking, finance and 
accountability. In each and every subject we had, the FDI were stressed as importance for 
economic growth, especially in war- to peace transitional economies. We have been focusing 
a lot on the economic benefits of FDI and the process of privatization to promote it. We have 
had some legal studies regarding it but we are more focused on the economics within it – such 
as statistics on turnouts. 
  
- I think that Kosovo as a state needs FDI to develop; especially at the phase we are in right 
now. We – both the students and the Professors – understand the significance of the 
investments and our possibility to protect and encourage it. 
  
Question 
 
- Have the professors stressed the importance of the EU integration process in terms of 
economic integration? 
 
Answer 
 
- We had a special course based on the EU law and how the economy of Kosovo is to adopt 
after those laws in order for Kosovo to join the EU and for the investments of the EU states to 
be part of our market. They have also stressed it in other courses but more as parts of lectures 
and in parts of doctrine.  
 
Question 
 
- What underlying threats and challenges can appear for FDI? 
 
Answer 
 
- Two of the main threats can be the corruption and the reality that Kosovo is at the beginning 
of its state-building. Kosovo is not yet a stat that is fully developed on all areas concerning 
the ability to cope with a competitive market in the way as it wish and in the near future will 
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do. Another issue is that 90% of the used products in Kosovo is imported, with that said 
Kosovo’s Government should do more to protect and encourage its own products. 
  
- A means of encouraging its own producers could be to higher the taxes on importing 
products and thus giving the domestic producers a competitive advantage. 
  
Question 
 
- Can you tell us something about you’re studying environment at the University? 
 
Answer 
 
- We have adopted the Bologna Process and the teaching style is depending very much on 
each professor – we don’t have a general system independent of the professor. We have 
lectures, workshops, seminars, and exams in different styles (e.g. written tests, oral exams and 
both combined). There are a lot of students and the majority is eager to learn – we want to 
develop our state after our competencies. We have many libraries and lectures and 
everywhere you go you see students studying and discussing important topics, such as yours.  
 
- I am confident that our human resources will contribute to develop the state, which has 
already developed a lot since the war. Everywhere you go you see changes and more will 
come.  
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Interview(8(

(

Artane(Rizvanolli –  
PhD in Economics – Senior Lecturer at Riinvest Collage and Independent Consultant 
(formerly employed at UNDP and a former researcher at the Riinvest institute) 
 
The interview was held in English at a restaurant in downtown Prishtina. The opinions 
the reflect her opinions as an economic analysts established in Kosovo. 
   
Question 
 
- How do you think that the legislation in Kosovo can encourage, promote, protect and attract 
FDI in Kosovo? 
   
Answer 
 
- I am not a legal expert but I know from the perspective of an economist that the legislation 
itself is liberal and that it doesn’t hinder FDI. However, the implementation of the legislation 
can be an issue. The issue with enforcing contracts makes it difficult for any investor in 
Kosovo, domestic or foreign, to do business in Kosovo. I am basing this fact on numerous 
research reports by various organizations – both local and international.  
 
Question 
 
- Do you think that the law on privatization and the PPP law can encourage FDI and do you 
think there could be any underlying threats or challenges that can undermine the development 
on that area of law? 
  
Answer 
 
- I am probably not the one you should ask about these issues but the same goes as for the 
answer on the former question. I am not aware of any specific major issues that can scare 
FDI. However, this fact does not mean that the legal framework is sufficient in order to attract 
FDI.  
 
- I think tax evasion, unfair competition, and corruption can be threats and challenges 
regarding the legislation on this area. These challenges tend to be the top concerns among 
interested investors – again I am basing this on numerous research reports. The tax evasion 
and the unfair competition may, or may not be linked to corruption but they are probably 
partly a result of corruption. So I would call it an underlying threat – or whatever it is you call 
it….  
 
- The priority would be to improve the underlying business environment so that the lives of 
both local and international investors would be easier and more attractive. It is dangerous to 
persuade investors that this is “business haven” and then you come and encounter problems of 
various natures. 
  



! 59!

- We are a market of 1,8 million people and we are the poorest country in Europe right now. 
So our market is not attractive if you are a FDI that would like to export to other states. In the 
past we have had problems with enforcing the CEFTA agreement and we had problems at a 
political level with Bosnia and Serbia but also at a technical level with Albania and 
Macedonia. It is not only trade and legal framework that affects this but also infrastructure 
and technical capacity to deal with these issues – e.g. negotiate trade agreements and then 
make sure that this agreement is upheld by all parties. For me it is first of all important to 
have competitive products and services that can compete in these countries and to be able to 
enforce these agreements – may it be on a multilateral or bilateral basis. 
  
Question 
 
- What role do you think that the EU can have in the legal development of Kosovo?  
 
Answer 
 
- I think that in this type of conditionality that the pre-accession period is beneficial because it 
enforces a country to establish a legal framework, law enforcement, and meet some basic 
economic and political criteria. That is conducive to growth and business development. I 
guess every country should aspire to meet these, regardless of the character of the criteria 
imposed. We have seen – in other countries – that this conditionality helped speed things up, 
in that sense I see it as positive.  
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Interview(9(
(
Prof.(Dr.(Nagip(Skenderi –  
Prof. Dr. in economics – Professor at University of Prishtina (formerly deputy of the 
Parliament) 
 
The interview was held in a meeting at the Professors office but the answer was sent to 
the author by mail. The answer was sent in the Albanian language and then translated 
and sent back for confirmation before publication.  
 
Question 
 
What is hindering the process of attracting FDI to Kosovo? 
 
Answer 
 
Lengthy administrative processes and bureaucracy, unfavorable fiscal policy, unfavorable 
monetary policy, lack of security of physical capital, lack of protective legislation for foreign 
investors, as well as several other issues, are just some of the essential reasons that are 
impeding arrival of FDI in Kosovo. 
 
On a comparison with other countries in the region and beyond – which competes with 
Kosovo to attract FDI – those countries are creating much more favorable economic and legal 
policies. The countries also offer more legal security in means of protecting their FDI than 
what the Republic of Kosovo is doing. 
  
Kosovo are campaigning for the attraction of FDI, especially in times of political campaigns 
and when talking with important international partners about these matters, but nothing 
concrete is done to improve the business environment associated with FDI. The 
improvements on the area have not shown any concrete results in the direction of protecting 
FI’s in Kosovo. 
 
I think that, in order to attract FDI – which are essential for the economic development – the 
GoK needs to create favorable fiscal policies and other policy instruments to achieve the goal 
of encouraging, promoting and attracting FDI to Kosovo. The FDI will not only lead to 
substantial economic growth, but also will have a significant impact in reducing 
unemployment, which is very significant for our country. 
 
I think that Kosovo has all the necessary conditions and resources demanded to invest. There 
are many opportunities in the area of economic profit, whether as manufacturers or in the 
service sector. In our country we have human resources that are very qualified, it is one of the 
major inputs for the economic development of a country. A very young population by age and 
a good qualification structure, but the youth cannot find themselves a place in the business 
environment because of an underdevelopment economic, and especially the lack of foreign 
direct investment. Also, the lack of fiscal policies and a seductive banking system, which is 
not suitable to stimulate domestic and foreign investment and other elements affects the 
potential to promote and attract FDI. 
 
I believe that foreign direct investment will decline unless significant reforms are made in 
economic policies that stimulate domestic and foreign investors. One element that would 
make Kosovo attractive for foreign investors is the relief of some taxes, especially in the 
initial stages of the business. 
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So far we have done nothing to stimulate FDI, while neighboring states have done so. We 
need radical reforms in fiscal policy, monetary and credit policy, and trade policy abroad that 
will positively affect local businesses and FI’s. To attract FDI I think that the Republic of 
Kosovo should create opportunities for investors, as the neighboring states are doing for their 
FDI. 
 
The fundamental problem that affects the lack of FDI is the administrative processes, as well 
as other bureaucratic issues that are not yet aligned with EU best practices for attracting FDI. 
It should be emphasized that the countries of the region have managed to offer various 
incentives to foreign investors, and that these countries – among others – have created 
subsidies for FDI by lowering the tax rate for all initial investments in their countries, which 
will affect the reduction of unemployment and its reduction of poverty. There are also some 
other factors affecting the growth of FDI, and those are the free areas of establishment, or 
given favorable conditions for long-term investments. In Kosovo beautiful words are 
promised but nothing concrete is provided to investors in this regard. 
!
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Annex(III(–(Legality(of(the(Declaration(of(Independence(
 
Kosovo declared its independence on the 17th February 2008. The declaration of 
independence was criticized by Serbia, Russia and other states103 as an illegal act under 
international law. Due to the accusation, the question of the independence legality under 
international law appeared in front of the International Court of Justice – which ruled that the 
declaration of independence was legal and in accordance with international law (see ICJ 
Advisory Opinion104). 
 
In 2010 the International Court of Justice issued an advisory opinion on Kosovo’s declaration 
of independence. Serbia claimed that the International Court of Justice did not have 
jurisdiction to issue an advisory opinion. First it was issued if the International Court of 
Justice had the jurisdiction to issue an Advisory Opinion, which it had. The question 
presented to the International Court of Justice issued if the declaration of independence was in 
accordance with international law and not its legal consequence. The International Court of 
Justice found that the declaration of independence was not breaching international law.  
 
Discussion: 
 
Still the lack of recognition on some influencing states are holding Kosovo back. It does so in 
means of not being recognized by all EU member states, which is an obligation for EU 
accession. Further Kosovo cannot join the UN because two members of the Security Council 
do not recognize Kosovo – China and Russia. 

  
 
(

! !

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
103 EU non- recognizers: Spain, Slovakia, Greece, Cyprus and Romania. Important UN non- recognizers: China, 
Russia, Brazil, South Africa, India and Indonesia.   
104 International Criminal Court of Justice, Advisory Opinion of the unilateral declaration of independence in 
respect of Kosovo, 2010, available at: http://www.icj-
cij.org/docket/index.php?p1=3&p2=4&case=141&code=kos&p3=4 (last updated 12/04-14). 
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Annex(IV(–(Discussion(on(Kosovo’s(Highest(Legal(Act(

 
The legal act in Kosovo with the highest legal value is, due to CSPs status, indirect a 
document imposed from the former mandate of UNMIK and interpreted by the mandate of 
EULEX (see Vetevendosjes opinion105).  

 
In article 143 of Kosovo’s constitution it is outlined that the CSP has precedence over all 
legal provisions in Kosovo. Article 143 establishes the following: 

 
“Article 143 [Comprehensive Proposal for the Kosovo Status Settlement] 

Notwithstanding any provision of this Constitution: 

1.  All authorities in the Republic of Kosovo shall abide by all of the Republic of Kosovo’s 
obligations under the Comprehensive Proposal for the Kosovo Status Settlement dated 26 
March 2007.  They shall take all necessary actions for their implementation.                

                                                                                                  
2. The provisions of the Comprehensive Proposal for the Kosovo Status Settlement dated 26 
March 2007 shall take precedence over all other legal provisions in Kosovo. 

3.  The Constitution, laws and other legal acts of the Republic of Kosovo shall be interpreted 
in compliance with the Comprehensive Proposal for the Kosovo Status Settlement dated 26 
March 2007. If there are inconsistencies between the provisions of this Constitution, laws or 
other legal acts of the Republic of Kosovo and the provisions of the said Settlement, the latter 
shall prevail”.106 
 
Discussion:  
 
The article undermines some of Kosovo’s sovereignty because a truly sovereign state would 
be able to choose whatever they want for their citizens and their future. To take one example 
Kosovo cannot – due to the CSP – change the flag or get together with Albania as one state. 
The CSP was first seen as to be an agreement between Kosovo, Serbia and the UN Security 
Council. “The proposal was first seen to be a document that was going to function as an 
international peace agreement – that was the idea but it was never explicitly expressed as 
such. It was an agreement between Kosova, Serbia and the UNSC and then all parties would 
agree to the proposal on the obligations arising out of the agreement”- Visar Ymeri.107 
  
Here the thesis would argue that the CSP is respected and withheld in the purposes and 
motives, but the wordings can be changed after the state objectives of Kosovo. Of course the 
constitution of Kosovo – as other legislation – shall be in accordance with EU objectives. 
However, how the constitution is drafted and interpreted shall only be up to the state itself.  
 
The thesis would welcome EU, UN, allies to Kosovo, and other International Organizations to 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
105 Vetevendosje NKR, Kosovo draft constitution, 2008, available at: http://ebookbrowsee.net/kosovo-draft-
constitution-analysis-pdf-d564191279 (last updated 14/04-14). 
106 Republic of Kosovo, Assembly of Kosovo, Constitution, v–027, 2008, article 143, available at: 
http://www.kushtetutakosoves.info/?cid=2,256 (last updated 24/05-14) 
107 See Annex II – Interviews, with Visar Ymeri. 
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develop the constitution of Kosovo to suit the state objectives of today in coordination with 
international principles and objectives to suit a liberal democracy. 

  
!
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Annex(V(–(EU(Law(and(its(Relation(to(National(Law(
 
There are some landmark cases regarding EU acquis relation to national law. The landmark 
cases are: Van Gend en Loos, Costa v ENEL108, Internationale Handelsgesellschaft (solange 
I) and Simmenthal.. These cases has formed the supremacy of the EU acquis over national 
law – and thus needed for understanding the influence of EU law in any MS and those 
wishing to become so. Kosovo are not affected by these cases yet – therefore the EU acquis 
cannot be seen as primary legislation in Kosovo until the state is a MS. Due to this reason in 
action and the strong influence in mind the author has chosen to categorize the EU acquis as a 
semi-primary source109 of law in Kosovo. 
  
When Kosovo is a member of the EU the state will automatically be affected by these cases 
and the influence of the EU will get even bigger. The Director of the Department for EU Law 
said following: “but harmonization of Kosovo’s legislation to the EU acquis is a process that 
will continue, not only until Kosovo becomes a new MS, but after that also. We have started 
with this process and we will continue, I mean forever – not only when we come to the date 
we become a MS. EU acquis is developing every day so….”- Fehmir Ismaili.110 Indeed the 
statement is true, the only difference will be that when Kosovo becomes a MS the laws issued 
by Kosovo will not have precedence over the EU law and thus the harmonization to the EU 
acquis must really be implemented.  
 
Kosovo is well prepared for this transition. Kosovo prepares through establishing institutions 
that handles the EU acquis harmonization, such as the Department of EU Law. The Director 
of the Department said following thing about their work on the harmonization: “I will give 
you, from my perspective, what my department is currently doing. It is, in general sense, a 
legal department that I am heading. If we go deeper it is called department of EU Law – that 
means that this department is doing the compliance check. That means that each law that is 
drafted in each ministry has to get a legal opinion on the compliance of the Kosovo legislation 
and the EU acquis. Each ministry are responsible to make the harmonization when they draft 
the law and our department is a kind of filter that double-checks if a certain law is in line with 
the EU acquis. We are in the process of starting training of our colleagues from line ministries 
on how to better transpose EU acquis, or how to make better laws for Kosovo legislation to be 
in accordance with the EU acquis. So these are the main responsibilities of my department”- 
Fehmir Ismaili.111 
 
Finally, the thesis would argue that the Departments are in place, the human resources are 
intact, and the international presence is helping a lot. These facts combined with meeting the 
Copenhagen Criteria and further tackling corruption has only one outcome: EU accession.  
 
 

 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
108 European Court of Justice, Case C-6/64, 1964, available at: http://eur-lex.europa.eu/legal-
content/EN/ALL/?uri=CELEX:61964J0006 (last updated 12/04-14). 
109 See supra text accompanying note 10. 
110 See Annex II – Interviews, with Fehmir Smaili. 
111 See Annex II – Interviews, with Fehmir Smaili. 
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Annex(VI(–(Micro(Small(and(Medium(Enterprises((
 
An important part of the Law on Foreign Investment is that it establishes programs and 
measures for the establishment and development of Micro Small Medium Enterprises 
(hereinafter MSME). The law also establishes the role of the Kosovo Investment and 
Enterprise Support Agency (hereinafter Agency). 
 
Article 22 of the LFI outlines, among other things, the role of the agency in supporting 
MSME through working with enabling access to finance, to minimize judicial obstacles, 
develop statistics on the environment of the MSME, cooperate with agencies for them not to 
discriminate MSME, regularly meeting MSME to develop proposals, cooperating with NGOs 
and other associations to support establishment of MSME, guarantee non-discrimination in 
competition of contracts, working to enable trade outside Kosovo, and work to support the 
MSME in access of finance.112 
 
The role of the Kosovo Investment and Enterprise Support Agency is outlined in artcle 23 of 
the Law on Foreign Investment. The article outlines, among other things, that the agency is 
responsible for protecting and promoting investments and shall support programs for 
MSME.113 
  
Discussion: 
 
In Kosovo’s case the development on this sector is of enormous importance, especially when 
it comes to involve domestic investors in the business environment of Kosovo. Another 
aspect of the development on this area is that it can offer a safe “refugee settlement” in means 
of coming back to Kosovo and being able to start a business. Access to finance is of extreme 
importance for this sector and much work has to be done here.  
 
The Investment Promotion Agency of Kosovo – in cooperation with embassies, NGO’s and 
banks – are involved in the development on the area of small and medium enterprises and 
access to finance for those businesses. 
!
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112 Assembly of Kosovo, Law on Foreign Investments, Law NO. 04/L-220, 2014, Article 22. 
113 Ibid., article 23 


