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executIve summAry 

T
he Kosovo Investor Perception Survey was conducted between August and November 2013. 
The survey was carried out with 103 businesses, of which 72 were current investors and 31 
were potential investors. The sample companies from a total of 24 countries of which the most 

represented in the sample are Turkey and Switzerland with 12% each, followed by Germany with 
11%, and Croatian companies which are represented with 9% in the sample, Italian and companies 
with their headquarters in Kosovo (8% each), United Kingdom and the United States with 6% and 
5% respectively. Albanian companies also account for 5% of the population surveyed. 

Of all current investors interviewed, 57% invested in Prishtina while 43% have invested outside the 
capital. Most of the current investors have completed their investments in 2013 and 2011, followed 
by those completing investments in 2010 and 2007. The average size of investment reported by the 
current investors is around 2.8 Million EUR, with some reporting investments of up to 10 Million 
EUR.  

Construction is the most represented sector in the sample with 11% of businesses declaring this 
sector as their primary business activity. Financial and wood processing sectors are ranked in the 
second position with each representing 9% of the sample of businesses surveyed. 62% of the re-
spondents represent companies with global sales of less than 20 Mil EUR/annum. The second larg-
est category of businesses (11%) are those with annual sales in the range of 20 Mil EUR and 50 Mil 
EUR. An additional 9% of companies report global annual sales between 50 Mil EUR and 100 Mil 
EUR, while only 7% of companies report annual sales of more than 100 Mil EUR.

If the current survey scores are compared with the results of 2009 survey, there appears to be a shift 
in the perceptions of investors. While in 2009, young and dynamic labor force, emerging market, 
and labor costs are the top three most positive aspects of Kosovo investment climate, the results of 
this survey provide for a slightly different perspective of both current and potential investors. Labor 
costs remain one of the top reasons to invest in Kosovo in 2013 but low tax rates and ease of starting 
and closing business are now also on top of the list. On the other hand, high market demand which 
in 2009, was reported to be a major reason to invest in Kosovo, in 2013 survey is seldom reported 
as a reason by both current and potential investors. Furthermore, the quality of labor force (64.1% 
unsatisfied) and the flexibility of regulations pertaining to labor (39% unsatisfied) appear to be 
much improved with only 5% of current investors and none of the potential investors that rate labor 
quality as ‘very bad’ and only 3% of current investors report labor regulations and flexibility to be 
‘very bad’. 
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The survey results show that the most important factors influencing investment location decisions on 
the part of investors include:

CurrenT InvesTors: PoTenTIal InvesTors:
Availability of Skilled Labor: 86% Economic Stability: 97%

Level of Competition: 85% Rule of Law and Regulation: 97%

Presence of Key Clients: 85% Availability of Skilled Labor: 87%

Rule of Law and Regulation: 84% Political Stability: 87%

The survey also inquired about the attractiveness of aspects of doing business in Kosovo. The most 
highly rated aspects (good and very good) include:

CurrenT InvesTors: PoTenTIal InvesTors:
Labor Costs: 67% Labor Costs: 77%

Quality of Labor Force: 67% Ease of starting/closing a business: 62%

Work Permits for Foreign Employees 61% Quality of Labor Force: 55%

Labor Taxes: 58% Quantity of Labor Force: 55%

Aspects rated with bad and very bad include:

CurrenT InvesTors: PoTenTIal InvesTors:
Free Economic Zones and Ease of Trading Across 
Borders: 56%

Free Economic Zones and Ease of Trading Across Bor-
ders: 58%

Political Stability: 50% General Cost of Doing Business: 53%

Rule of Law 49% Corruption 54%

Corruption; Incentives 47% Incentives, Image of the Country and Energy Supply: 50%

The aspects that have improved the most during the past three years are:

CurrenT InvesTors: PoTenTIal InvesTors:
Transport and Logistics: 55% Transport and Logistics: 73%

Quantity of Labor: 54% Telecommunication: 65

Labor costs: 54% Quality of Local Suppliers: 60%

Quality of Labor: 53% Transparency and stability of legal and regulatory as-
pects & Contract Violations 56%

When asked what the Kosovo Government could do to improve the business environment and 
make the country a more investor-friendly 100% of both current and potential investors surveyed 
agree that it is of outmost importance to combat corruption more efficiently. Second most import-
ant aspect which current investors’ state should be improved is the overall de-bureaucratization 
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and removal of red tape (74% stating it is very important) followed by the country’s image (71% 
state it is very important), and strengthening the financial sector (69% state it is very important). It 
should be noted that a considerable portion of potential investors have stated that it is ‘important’ 
to improve country image (61%), and improve competition policy (59%). 

The probability to re-invest is much higher with current investors than the probability to invest for 
potential investors. 34% of respondents indicate high likelihood that their companies will invest/
re-invest. The main reasons provided for the lack of readiness to invest are similar with those re-
ported as most problematic factors deterring investments. These factors include political stability 
with particular focus on corruption, regulatory framework and rule of law, and for smaller investors 
also cost of local financing. 

The companies that have decided not to invest in Kosovo were asked what the final reasons for 
not investing in Kosovo were. The responses obtained indicate that change in the economic en-
vironment, lack of incentives and heavy regulatory burden as the three main reasons for deciding 
against an investment in Kosovo. 

IncentIves
•	 72% of current investors report that incentives provided by the Government of Kosovo have 

been an important factor for their decision to invest in Kosovo.
•	 All current investors reported to have received at least one fiscal incentive. Customs duty 

exemptions were received by 26% of current investors. Direct support/grants for invest-
ments in agribusiness or processing sector have been obtained by 20% of current investors. 
Fast track depreciation is another incentive offered by the GoK that has been utilized by 
19% of investors followed by deferred VAT for machinery, received by 15%.

•	 The most important incentive reported is the deferred VAT payment for machinery, fol-
lowed by the deferred VAT payment for temporary export, which is considered important 
by 85% of respondents.

•	 In terms of non-financial incentives offered by the GoK, the two perceived as most im-
portant are exemptions from regulatory and licensing fees (83%) and provision of physical 
infrastructure at affordable or no cost (82%).

•	 Regarding the availability of information about incentives the majority of current investors 
(54%) report that there is insufficient information about incentives packages.
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I. IntroDuctIon

K
osovo’s economy during recent years was influenced by an array of internal developments 
and external determinants that have provided challenges to its steady growth. Overall, during 
2012, it has sustained a 2.5% real GDP growth rate, which represented a decrease as compared 

to 2011 growth of 4.4%1.This drop in growth is mainly attributed to a decrease in Foreign Direct 
Investment (FDI)2. Indeed, between 2012 and 2013, Kosovo Agency of Statistics has reported a de-
crease in Gross Capital Formation of 8.7%, principally caused by a decrease in FDI. In addition 
to this, due to a fall in demand and prices for Kosovo’s main exports, the export of goods shrank 
from €324.9 million to €287 million from 2011-2012. This 11.6% drop was unevenly compensated 
through a positive yearly change in the export of services amounting at 2.68% increase; which hav-
ing more than twice the overall weight of the net exports3  adjusted its overall negative rate to -3.7%. 
The rate of imports also experienced a decline, noting that import of goods fell by 1% and import 
of services fell by 18.1% 4, which have aided Kosovo to improve its trade deficit, although it still re-
mains at a -35.1% rate in 2012, down from 37.6% in 20115. The Consumer Price Index (CPI) (another 
important macro indicator) has witnessed a stabilizing pace in 2012, as macroeconomic indicators 
show a 2.5% inflation rate, a positive change from a 7.3% inflation inherited in 2011. Although this 
information is generally good news for the business environment, the stability of the CPI in Kosovo 
is chronologically anything but stable. Since 2003, it has shown high volatility and has varied in the 
range of -2.4% to 9.4%,6 in the period 2003 - 2010. 

Unemployment continues to represent a considerable issue in the macroeconomic consolida-
tion of Kosovo. At a 30.9% unemployment rate according to the 2012 Labor Force Survey, Kosovo 
continues to compare poorly with neighboring countries. Also, due to the relatively young age of 
Kosovo’s population, a considerable number of capable workforce is currently classified as inactive 
while pursuing education. This is particularly concerning as it is estimated that the labor force on 
annual basis would be populated by 26,000 new entries, even after adjusting for those exiting the 
labor force. Whereas education was attributed to better employment capabilities, this increasing 
rate of workforce will most definitely pose a challenge under the current economic growth rate7. To 
this end, remittances sent from the vast Diaspora (particularly in Switzerland and Germany) have 
acted as the much needed cushion between the deficient economic growth and increasing rates of 
unemployment.

Kosovo is also a member state of CEFTA since 2007, a regional free trade agreement, along with Serbia 
and Bosnia and Herzegovina – countries that have not recognized Kosovo’s independence. Whereas 

1 Kosovo Agency of statistics, 2013
2 central Bank of Kosovo, 2013
3 of the net exports
4 It should also be noted that import of goods accounts for €2,360 million, whereas import of services accounts to €288.8 million, so the 18.1% drop is 

relatively not as significant, even though it improves the trade deficit.
5 Kosovo Agency of statistics, 2013
6 extreme cases represent rates of consecutive years: 2008 and 2009. source: (Kosovo Agency of statistics, 2013)
7 Kosovo Agency of statistics, 2013



9

the organization promotes trade cooperation between the countries, it also promotes the EU Agen-
da through regional cooperation. In 2008, due to the declaration of independence, Kosovo faced a 
stand-still situation when Serbia and BiH didn’t recognize Kosovo documents, leading to a retalia-
tory measure by Kosovo for Serbian imports. Though the issue was resolved, the movement of goods 
throughout CEFTA has resumed, as intra-CEFTA exports amount to €51.5 million in first half of 2013, 
where Albania, Macedonia, Montenegro and Serbia account for a third of Kosovo’s exports8. Noting 
that other CEFTA members have already begun accession talks, while Macedonia (FYR), Montenegro 
and Serbia are already Candidate countries, Kosovo should follow this trend in order to remain po-
litically and economically attractive for investors and the overall business climate within its market. 

1. survey BAcKGrounD AnD 
methoDoLoGy

1.1. survey Background

T
he 2013 Investors’ Perception Survey was commissioned as part of the IFC’s Kosovo Invest-
ment Climate Project and was implemented by IQ Consulting. The tool used to obtain feed-
back from the target audiences was that of structured questionnaire which has been joint-

ly developed by IFC and the contractor. The main reason for carrying out this survey has been 
the general lack of knowledge and information about foreign investors’ views on Kosovo. The last 
study on foreign investors’ perceptions has been done in 2009 and since then, there has been no 
follow-up to measure whether perceptions have changed in the past years. In such setting, IFC 
has commissioned this survey and utilized a comparable questionnaire with the 2009, to allow for 
comparison with historic data. The Investment Promotion Agency of Kosovo (IPAK) and the Minis-
try of Trade and Industry (MTI) are the ultimate beneficiaries of this report.

1.2. survey objectives

The findings from this survey are aimed at assisting the Kosovo Investment Climate Project and 
Kosovo Investment Promotion Agency in improving the overall business climate for investments, 
and eliminating barriers identified. As such the primary objectives of the survey were to:

•	 Get investors views on strengths and weaknesses of Kosovo as an investment location;
•	 Identify key obstacles for investment in Kosovo as perceived by investors;

8 ceftA, 2013
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•	 Identify specifically areas where authorities can improve investment climate to attract 
more FDI;

•	 Provide inputs to the Investment Reform Map process by also pinpointing sectors where 
Kosovo might be more attractive than in others;

1.3. Project methodology

The methodology for collection of information consisted of a mix of qualitative and quantitative 
methods. The qualitative aspect was implemented through a review of secondary sources (desk 
research), while the quantitative component was implemented through the application of a struc-
tured questionnaire. 

Because of location and cost factors, application of face-to-face interviews for all respondents was 
not possible. Due to this factor IQ Consulting identified alternative forms of completing the survey 
for respondents outside Kosovo. Where possible (the majority of current investors) the interviews 
were carried out face-to-face in the form of formal interview. 

Second to this, IQ Consulting applied phone and video interviews with respondents that were not 
available to physically meet (location). A significant portion of the potential investors have been 
surveyed through using this approach. 

In some cases, businesses have requested that they complete the survey themselves and send it 
via email. The reasons provided for such requests often related to the diverse set of information 
requested and where more than one person needed to provide the information requested in the 
questionnaire. 

The data obtained from the completed questionnaires 
was inputted in SPSS database, which was later used 
for carrying out statistical analysis. The analysis and 
reporting was carried out by Key Experts engaged in 
the project. 

The final sample of successful surveys completed 
for the purpose of this project was 103 businesses, of 
which 72 were current investors and 31 were potential 
investors. In order to complete the survey with 103 re-
spondents, IQ Consulting contacted over 800 businesses in Kosovo and abroad. The lists with po-
tential respondents were submitted by IPAK and IFC, but in addition to that, IQ Consulting utilized 
its professional network in the private sector, for the survey to be implemented successfully. The 
target audience of businesses comprised of investors actually present in Kosovo, potential Diaspo-
ra investors, as well as, potential investors that have shown interest about Kosovo in the past. The 
survey with businesses was carried out in the period August – November 2013. 

the survey sample includes 103 companies 
that are either currently investing in Koso-
vo, Potential Investors from the Diaspora, 
or Investors that have shown interest in 
investing in Kosovo, hence providing for a 
multi-dimensional overview of perceptions-
about Kosovo.
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The survey included companies from a total of 24 countries of which the most represented in the 
sample are Turkey and Switzerland with 12% each, followed by Germany with 11%, and Croatian 
companies which are represented with 9% in the sample, Italian and companies with their head-
quarters in Kosovo (8% each), United Kingdom and the United States with 6% and 5% respectively. 
Albanian companies also account for 5% of the population surveyed. A full overview of the research 
sample according to the origin of the parent company is presented in the Figure 1 below.

  FiguRe 1. orIGIn of PArent comPAny In the sAmPLe

0% 2% 4% 6% 8% 10% 12% 14%

Turkey
Switzerland

Germany
Croatia

Other
Kosovo

Italy
United Kingdom

Albania
USA

Macedonia
Slovenia

France
Bulgaria
Belgium

Australia
Austria

 

The current investors appear to be almost equally distributed between the capital Prishtina and the 
rest of the country whereby, 57% of current investors report Prishtina as their investment location 
as opposed to 43% who report to have invested outside the capital. As for the year of investment, 
most of the current investors in the sample have completed their investments in 2013 (23.4%) and 
2011 (12.8%), followed by those completing investments in 2010 and 2007each accounting for 
10.6% of the sample population. The average size of investment reported by the current investors is 
around 2.8 Million EUR, with some reporting investments of up to 10 Million EUR.
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  FiguRe 2. comPAnIes By sector
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In terms of the sector of primary activity, the research sample also provides for a diverse group of 
businesses and is realistic of representation that these sector account in the total of investments 
in the country9. Construction is the most represented sector in the sample with 11% of businesses 
declaring this sector as their primary business activity. Financial and wood processing sectors are 
ranked in the second position with each representing 9% of the sample of businesses surveyed. Full 
overview of the sample segregated by sector of primary activity is presented in the Figure 2.

  FiguRe 3. comPAny sIze In terms of GLoBAL sALes

N/A 11%

Over 100 mil. EUR 7%

50 mil EUR - 100 mil. EUR 9%

20 mil. EUR - 50 mil. EUR 11%

Less than
20 mil.
EUR 62%

9 the central Bank data indicates that during 2012, the investments according to sector were the following: construction 32.8%, Production 12.6%, financial 
sector 11.7%, real estate Development 16%, transport and telecommunication  5.9%. cBK Annual report 2012, 2013.
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According to size, the businesses in the sample also represent the typology and composition of 
investors interested in Kosovo and those actually investing. 62% of the sample respondents rep-
resent companies with global sales of less than 20 Mil EUR/annum. The second largest category 
of businesses in the sample is that of companies with annual sales in the range of 20 Mil EUR and 
50 Mil EUR, which represent 11% of businesses in the sample. An additional 9% of companies re-
port global annual sales between 50 Mil EUR and 100 Mil EUR, while only 7% of companies in the 
sample report annual sales of more than 100 Mil EUR. The composition of the sample in terms of 
company size is visually presented in Figure 3. 

With regards to the type of investments, current investors report greenfield investments (35%), ex-
pansion of existing business operations (20%) and merger/acquisition (14%) as the most wide-
spread type of investments they have entered into in Kosovo.  Below, Figure 4 provides a visual 
overview of results reported by current investors.

  FiguRe 4. tyPe of Investment of current Investors
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2. survey fInDInGs

2.1. factors Determining Locations to Investment

T
he theory of finance and investments provides for abundant evidence on the main preconditions to invest. 
While there is no finite list of factors and motives why foreign investors decide to invest in a given country, there 
is a group of factors that are generally envisaged as the most influential for investors. The survey with current 

and potential investors tests the relevance of these factors through asking respondent companies on the relevance 
of each particular factor pertaining to their decision to invest. Their perceptions were obtained through an approach 
covering 4 major dimensions: business climate in general, market conditions, local resources, other. Each of those 
dimensions contains a set of categories that are outlined in more detail below. The table here is quick summary 
of top 5 factors across all dimensions. The answers obtained indicate that the primary factors influencing location 
decisions on the part of investors include:

CuRRent investoRs:

yy Availability of Skilled Labor 86%

yy Level of Competition: 85%

yy Presence of Key Clients: 85%

yy Rule of Law and Regulation: 84%

yy Quality of infrastructure :77%

Potential investoRs:

yy Economic Stability: 97%

yy Rule of Law and Regulation: 97%

yy Political Stability: 87%

yy Availability of Skilled Labor: 87%
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2.1.1. Business climate conditions

There are slight differences in perceptions and the importance given to particular aspects of busi-
ness enabling environment. For current investors, rule of law, economic stability and political sta-
bility account for most important factors when determining investment locations with 70%, 63%, 
and 53% of respondents considering these factors as very important for investments (4 in a 1-5 
scale). Bilateral trade agreements, double taxation treaties and quality of infrastructure appear to 
be lower on the list of priorities for current investors, followed by experiences of other foreign in-
vestors and government agency support services which rank the lowest. Figure 7, provides a visual 
overview of responses obtained in the survey regarding the importance of factors for the category 
of current investors.

  FiguRe 5. ImPortAnce of BusIness enABLInG envIronment fActors for current AnD PotentIAL Investors

68%
71%
71%

74%
75.8%
77.3%
82%

83.6%

0% 20% 40% 60% 80% 100%

Double taxation treaties
Political Stability

Bilateral trade Agreements
Experiences of other foreign investors
Government agency support services

Quality of infrastructure
Economic stability

Rule of Law and Existing regulations

Low importance

Neutral

High importance

65%
65%

77%
77%

81%
87%

97%
97%

0% 20% 40% 60% 80% 100%

Government agency support services
Experiences of other foreign investors

Double taxation treaties
Quality of infrastructure

Bilateral trade Agreements
Political Stability

Rule of Law and Existing regulations
Economic stability

Low importance

Neutral

High importance

ImPortAnce of Investment fActors (PotentIAL Investors)

ImPortAnce of Investment fActors (current Investors)
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Potential investors’ group displays a similar distribution of responses with that of current investors, 
however, it is noticeable that in most of the categories perceived as of highest importance (Rule of 
law, economic and political stability) are even more concerning aspects, with 61%, 68%, and 68% 
respectively). The other factors are similarly distributed as with the current investors. Figure 7 pro-
vides an overview of most important investment climate factors for both current and potential in-
vestors, influencing their decisions on investment locations grouped into those of high importance 
(4 and 5) and low importance (1and 2)and neutral was assigned to the rating 3. As it can be seen 
in the graph, in the top three categories of most important factors, the percentages of companies 
considering them of high importance is higher by at least 10% when comparing potential investors 
against those that have already invested in Kosovo. 

As it can be seen in Figure 7, the majority of both current and potential investors regard political 
stability as a very important aspect of the business environment. If compared by status of invest-
ment, 53% of current investors as compared to 65% of potential investors consider this factor as 
‘crucial’. Only less than 10% of all respondents consider political stability as completely unimport-
ant. An even larger number of both current and potential investors consider economic stability as 
crucial. 68% of potential investors and 63% of current investors regard economic stability as crucial 
factor when determining a location to invest. 29% of potential investors and 19% of current inves-
tors have rated this aspect as very important (4 in a1-5 scale). An equally important factor with the 
political and economic stability appears to be the legal framework and rule of law. A staggering 
71% of current investors and 61.3% of potential investors consider this factor as crucial. Only 6% of 
current investors consider this aspect as completely unimportant and ‘rather unimportant’ (2 in a 
1-5 scale).

When cross-referenced with the company size, there appears to be a direct link between company 
sizes and relative perceived importance of rule of law factors. The aspect was rated as crucial by 
66.7% companies with turnover less than 20 Mil. EUR/year, 75% of companies ranging between 20 
Mil. EUR and 50 Mil EUR in annual sales, and 88.9% of companies reporting sales between 20 Mil 
EUR and 50 Mil EUR. An interesting phenomenon can be observed in the responses provided by 
companies reporting sales higher than 100 Mil/Year, where there is a tendency of reduced concern 
from this aspect with only 42% of respondents perceiving this factor as crucial. 

On the other hand, bilateral trade agreements, double taxation treaties and existing foreign in-
vestors’ experiences appear to be less important factors when deciding upon suitable locations to 
invest. Less than 40% of current investors and less than 30% of potential investors consider bilateral 
trade agreements as crucial. Slightly over 40% of both current and potential investors consider dou-
ble taxation treaties as a crucial factor for deciding upon investment locations. 

Existing foreign investors’ experiences appear to rank the lowest in the importance hierarchy of 
both current and potential investors. Only 38% of current and 22% of potential investors report to 
give crucial importance to this factor. When this aspect is analyzed across company size, it is evi-
dent that smaller companies have an inclination to take this aspect into account more seriously. 
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Over 90% of respondents in this size range consider this factor as either crucial or very important, 
as opposed to around 70% of companies in the size ranges (50 Mil + in global sales).

2.1.2. market conditions

When asked to provide feedback on the important market conditions that need to be fulfilled for 
the investment decision to be made, the businesses surveyed provide for insightful feedback re-
garding potential interventions to improve the business enabling environment. It should be noted 
that the importance of market factors that influence the decisions to invest or not, are quite differ-
ent for current and potential investors. For current investors, the level of competition and availabil-
ity of local market have been reported to be the most important factor for determining investment 
locations with 62.7% and 61.8% respectively rated as ‘crucial’. Important factors also appear to be 
presence of key clients and local access to finance for which 54.5% and 50.8% of respondents re-
spectively consider them as crucial. 

Potential investors on the other hand, appear to be less influenced by market conditions when 
making decisions on locations to invest. While significantly higher percentage of respondents indi-
cate market conditions factors as ‘important - 4’, the percentage of respondents indicating them as 
crucial factors. In addition, a significant percentage of potential investors rank these aspects with 
3, which would be translated to medium importance. 

Figure 6abovepresents a visual overview of relative importance of market conditions as perceived 
by current and potential investors in Kosovo grouped into those of high importance (4 and 5) and 
low importance (1 and 2)and neutral was assigned to the rating 3.
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2.1.3. Local resources

  FiguRe 6. AvAILABILIty of LocAL resources 
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Local resources availability is also believed to be an important cluster of factors that investors take 
into account when making investment decisions. The most important factor in terms of availabili-
ty of local resources for current investors appears to be the availability of skilled labor. 57% of cur-
rent investors consider this aspect crucial, while an additional 28% of them consider it as import-
ant (4 in a 1-5 scale). Labor costs rate second according to importance for current investors with 
52% of them rating it as crucial factor and an additional 22% of businesses giving it as important 
but not crucial. Availability of raw materials is ranked third according to importance with 45% of 
respondents considering it as crucial factor. The lowest importance according to current investors 
is the availability of local suppliers. Only 40% of businesses interviewed rank this factor as crucial. 

Potential investors on the other hand have a somewhat diverse set of views regarding the impor-
tance of factors related to the availability of local resources. Potential investors give highest impor-
tance to labor costs as 67.7% of respondents consider this factor as crucial for investments. Avail-
ability of skilled labor is the second most important factor according to the potential investors, 
58.1% of who rate this factor as crucial for taking location-related decisions. Availability of raw ma-
terials and availability of local suppliers seem to rank significantly lower than the previous two fac-
tors with 32.3% and 22.6% of respondents considering them as crucial factors for investing. Figure 
7 provides a full overview of responses to this question. Responses have been grouped into those 
of high importance (4 and 5) and low importance (1 and 2) and neutral was assigned to rating 3.
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2.1.4. other Location factors

  FiguRe 7. other LocAtIon fActors for current AnD PotentIAL Investors
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With regards to other factors related to the location of the investment, there is also significant 
difference in terms of influence between current and potential investors. The prevailing per-
ception (56.8%) among the current investors is that concrete investment proposals are the most 
influential factor determining the investment location. Presence of joint venture partners and the 
proposed incentive packages also rank high in the priority factors for investments with42.3% and 
34.5% respectively being considered as crucial factors for investment. 

Incentive packages with 51.9% and specific investment project and presence of joint venture part-
ners (with 50% each) appear to be the highest rated factors of ‘crucial’ importance for potential 
investors. Other factors such as acquisition of existing clients, and IPAK assistance appear to be 
less influential factors determining locations to invest. Below there is an overview of rating for all 
factors by current and potential investors. Responses have been grouped into those of high impor-
tance (4 and 5) and low importance (1 and 2) and neutral was assigned to the rating 3.

2.1.5. Differences in terms of importance of factors by sector

When compared against the primary sector of activity of the company, the responses obtained 
in the survey provide for insightful information. Economic Stability has been perceived as crucial 
factor for investment by the vast majority of both potential and current investors in Kosovo regard-
less of sectoral focus. Similarly, the social factors appear not to be influenced by primary sector of 
activity of respondent companies. The rule of law aspect is also universally important to all sectors. 
The exceptions to the perceived crucial importance of rule of law aspects, come from consulting, 
trade, tourism and consumer goods sectors, where the importance of these factors appears to be 
more limited. Physical security is also a factor that is not conditioned by sector, and is considered 
by the vast majority of respondents regardless of sector as very important factor influencing their 
decisions to invest. An additional factor considered as crucial across all sectors is the local market 
demand, where the only exceptions appear to be export-oriented sectors. This is also evidenced 
by the responses on the importance of regional market demand for choosing a location to invest, 
where responses of companies not concerned with presence of local market appear to be distribut-
ed to availability of regional market as a factor. 

General operating costs are also an important factor for most sectors covered in the survey. To this 
end, particularly the cost of labor is considered to be very important factor for investment deci-
sions. The availability of skilled-labor supply on the other hand, is a concern only for sectors re-
quiring considerable portion of skilled workers. This includes most of the service sectors, but also 
the production and manufacturing businesses. Incentives from the government are also crucial for 
manufacturing and processing businesses.
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A very important factor for determining locations to invest also appears to be access to finance. 
While there are cases of businesses not concerned with this aspect (mainly larger businesses with 
access to international finance markets), the majority of businesses in the sample regardless of 
sector consider this factor very important. 

When it comes to government support services, the operators in agribusiness/food/wood indus-
tries, appear to be more concerned with this aspect than their peers from other sectors. All busi-
nesses in the financial service industry also consider government support services as crucial. 

Consulting, tourism, and logistics businesses appear to be the least concerned with existing foreign 
investors’ experiences as compared to other sectors. Businesses from other sectors provide rather 
uniform distribution of answers to this question that generally fall in the mid-value of response 
range. In addition, the availability of specific investment proposals are reported to be relevant 
mainly for production/processing sectors and less so, for other. 

Transparency of the investment climate appears to be a factor whose influence is conditioned by 
sectoral activity of the company. Companies in the agribusiness/food processing/wood processing 
sectors appear to be more concerned with this aspect than companies from other sectors. To this 
end, it should be noted that tourism, trade, consulting and recycling sectors are the least concerned 
with these factors within the business environment. 

Energy, Infrastructure, consulting, financial services, and furniture production sector find dou-
ble taxation treaties to be more important than businesses in other sectors. Free trade agreements 
appear to be more important for Infrastructure, trade, telecoms, textiles and furniture businesses 
rather than in other sectors. 

Agribusinesses/food processing and wood processing companies are the most concerned with the 
presence of key clients. Telecoms, real estate, and textiles also consider presence of key clients as 
very important factor conditioning their investments. Level of local market competition also ap-
pears to be sector-biased. Infrastructure/real estate development/ construction/ report to be sen-
sitive to local market competition levels and so do the agribusinesses/food and wood processing 
companies in the sample. Other sectors seem to be less affected by the local competition levels.
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3. Investors’ PercePtIons

W
ith regards to where they have acquired information about Kosovo, the current investors 
provide a rather different answer composition as compared to potential investors. Most of 
the investors that are currently present in Kosovo have participated in fairs where someone 

from Kosovo was present (20% first choice and 60% as second choice).  The vast majority of current 
investors identified Kosovo as an investment location mainly by circumstantial factors, privatiza-
tion process being one of the main sources provided in the explanations. 5% of respondents report 
learning about Kosovo from the media with an additional 12% selecting this source as their second 
choice. 4% of those currently investing report having friends, acquaintances or colleagues of Koso-
var origin. 

  FiguRe 8. source of InformAtIon ABout Kosovo
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On the other hand, the most important and the second most important sources of information for 
potential investors appears to be online sources and personal visits, each being represented by 50% 
of responses as the first source of information. Friends/colleagues/acquaintances from Kosovo, 
Media, and participation in fairs have not been reported as an important information source for 
potential investors, indicating a very important potential role that Kosovo Diaspora can play in at-
tracting new investors. The focus here should be particularly placed with the highly skilled Diaspo-
ra members, who can be a very valuable networking medium between potential investors and 
Kosovo, which according to the survey results has not been utilized effectively. Such situation is a 
rather interesting change from the 2009 survey, where between 25 and 60 percent of respondents 

PArtIcIPAtIon In A fAIr/exhIBItIon
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in each of the sectors said that they have a very poor or rather poor knowledge of Kosovo’s business 
conditions10.

The companies that have decided not to invest in Kosovo were asked what the final reasons for not 
investing in Kosovo were. The responses obtained indicate that change in the economic environ-
ment, legal and regulatory framework as well as corruption as the three main reasons that were 
provided by 71%, 14%, and 14% respectively as the main reasons for deciding against an investment 
in Kosovo. Other reasons (secondary reasons) are also provided by respondents and they include 
lack of guarantees for investments, political risk, lack of support from the government, heavy reg-
ulatory burden.

  FiguRe 9. fInAL reAsons AGAInst InvestInG In Kosovo PotentIAL Investors
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In order to get a more detailed overview of reasons of why businesses have (or have not) invested in 
Kosovo, the respondents were also asked to rate different aspects related to Kosovo as a location to 
invest, and were asked also to rate whether they think these aspects were improved in the last three 
years. As results differ a great deal between current and potential investors, this section provides an 
analysis of results across this sub-division. 

Regarding the basic business support infrastructure, current investors portray rather balanced per-
ceptions. Transport and logistics infrastructure for instance is considered to be very good by 8% of 
respondents, followed by 27% of current investors perceiving infrastructure as good (4 in a scale 1- 
5). The biggest portion of current investors consider transport and logistics as neither good nor bad 
(3 in a scale 1- 5). The percentage of businesses that consider this aspect as generally bad reaches 

10 Ifc Kosovo Investors survey 2009
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24% of total number of current investors interviewed, with only 6% of them perceiving this dimen-
sion as very bad. 

Telecommunication infrastructure is rated much higher by current investors, 18% of which consid-
er it as very good, and 27% that think it is good (4 in a scale 1- 5).30% of interviewed respondents 
consider telecommunications infrastructure as neither good nor bad (3 in a scale 1- 5), with an ad-
ditional 18% of them considering it as generally bad (2 in a scale 1- 5). Only 6% of current investors 
are completely dissatisfied with the existing telecommunications infrastructure in Kosovo. 

Perceptions of potential investors appear to be more negative regarding the infrastructure con-
ditions in Kosovo. Across all categories the percentage of respondents rating with ‘very good’ is 
significantly lower as compared to the current investors. For instance, telecommunications infra-
structure, which has been rated quite positively by current investors, is rated much worse by poten-
tial investors. None of the surveyed businesses consider this infrastructure as very good, while only 
27% of them consider it as generally good. 

A similar situation appears to be also with regards to the energy supply infrastructure which is 
considered as very good and good each by 20% of current investors. The same infrastructure is 
considered as very good by only 4% of potential investors, and an additional 15% of them consider 
it as good.
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  FiguRe 10. PercePtIons of current AnD PotentIAL Investors on InfrAstructure
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The only exception to this pattern regards the transport and logistics infrastructure, which is re-
garded by potential investors at similar levels with current investors. While a smaller percentage of 
businesses consider this type of infrastructure as very good (4% as opposed to 8% of current inves-
tors), a significantly larger percentage of respondents rate this aspect as good (37% as opposed to 
27% of current investors).

Full overview of results obtained with regards to physical, telecommunication, electricity infra-
structures and situation with natural resources is presented in Figure 11. Responses have been 
grouped into positive (4 and 5) and negative (1 and 2) and neutral was assigned to the rating 3.

When asked to assess whether these aspects have changed in the past three years, most of the cat-
egories are perceived to have improved. The most significant improvement is noted with regards 
to electricity infrastructure regarding which 24.2% of current investors interviewed state to have 
improved significantly. Similarly to individual ratings of categories potential investors appear to be 
more careful in providing extreme values, hence focusing most of their responses between 2and 4 
for all categories. To this end, improvements on the transport and logistics infrastructure, received 
the highest ratings of perceived improvement from both current and potential investors (48.4% and 
68.4% respectively rating it with ‘better’). 

Labor related matters were another topic discussed with the respondents in the survey. Among 
current investors there seems to be a generally positive assessment of factors related to labor mat-
ters. The ‘very bad’ curve of responses, is significantly lower in percentage than the ‘very good’ 
curve, the distance in percentage ranging between 5% and 30% across the different parameters. For 
instance 37% of current investors believe that the quantity of labor force is very good, and an ad-
ditional 29% who consider labor quality as very good. In the contrary, only 2% of current investors 
interviewed report labor quantity to be very bad, and 5% of them who report the same about the 
labor quality. It should be noted that the positive attitude of current investors towards labor-related 
aspects could also be argued with the relatively high percentage of responses in the category ‘good’ 
(4 in a scale 1- 5). This rating represents the highest number of responses in each of the categories/
parameters assessed.
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  FiguRe 11. PercePtIons of current AnD PotentIAL Investors on LABor-reLAteD mAtters
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  FiguRe 12. PercePtIons of current AnD PotentIAL Investors on LocAL suPPLIers
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An interesting observation can be made when these perceptions are compared with those of po-
tential investors. It appears that the potential investors have a rather more reserved image of the 
labor-related aspects in Kosovo as compared to the current investors. None of the categories listed 
is perceived / rated with ‘very bad’ by potential investors. They also appear to be more reserved 
with the rating the listed categories as ‘very good’. Ratings 2 and 4 on the other hand account for 

PercePtIons of current Investors on  LocAL suPPLIers

PercePtIons of PotentIAL Investors on LocAL suPPLIers
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the largest portion of potential investors interviewed, with 4 (generally good) being represented 
in each category with an average of 20% higher as compared to percentage of rating 2 (generally 
bad). When asked to comment on the changes incurred regarding labor-related matters in the 
past three years, both current and potential investors report to be aware of improvements made 
with regards to labor-related factors. Labor taxes appear to be that received the highest percent-
age of ‘much better’ answers (12.1% of current and 6.3% of potential investors). The vast majority 
of respondents (48% of current and 61% of potential investors) believe that the situation has not 
changed. In addition, the flexibility of regulations for hiring and laying off employees, has also 
been characterized by positive improvements in the eyes of the both current and potential inves-
tors. 8.2% Current investors state that these regulations have significantly improved, while 37.7% 
of them rate this aspect as ‘better’. On the potential investors’ side, regulations for hiring and lay-
ing off employees and the flexibility of rules pertaining to this aspect has been rated with ‘much 
better’ by 4.8% of the surveyed companies, while 28.6% of them rate it with ‘better’. Responses 
regarding all labor related matters are presented visually in Figure 12 below. They have been 
grouped into positive (4 and 5) and negative (1 and 2) and neutral was assigned to the rating 3.

Local availability of suppliers was another cluster of factors that was rated by respondents in the 
survey. They were asked to provide their opinion on four different types of local supply factors, 
namely, the quantity, quality, cost and timeliness, and R&D availability. The quality of local sup-
pliers is the category that has received the biggest percentage (16%) of ‘very good’ ratings on the 
part of the current investors. In the second position, as per the percentage of ‘very good’ responses 
comes the quantity is local suppliers (15%). R&D availability and quality and cost and timely avail-
ability of supplies are the two aspects rated by the least number of respondents as ‘very good’, and 
were rated as such by 8% and 9% of current investors respectively. It should be also noted that the 
percentage of respondents that perceive R&D availability and timeliness who rate this aspect as 
‘good’ is 46%. All categories inquired about were rated as very bad by less than 10% of respondents. 
Cost and timely availability of local supplies for instance did not receive any ‘very bad’ ratings. 

Cost and timely availability of local suppliers appears to be the most highly rated aspect by po-
tential investors, within the cluster of local supply availability. 21% of potential investors consider 
this aspect as ‘very good’ with an additional 14% of them rating it as ‘generally good’ (4 in a scale 
1-5). R&D availability has been reported as ‘very good’ by 13% of potential investors interviewed 
and another 27% who perceive it to be ‘generally good’. Quality and quantity of local suppliers have 
received the lowest percentage of responses within the ‘very good’ rating, with only 6% and 10% of 
potential investors respectively. 

When asked to provide feedback whether supplier situation has improved or deteriorated, both 
current and potential investors provide for positive answers. On the current investors’ side, the big-
gest positive change has been the quality of local suppliers, followed by quantity of local suppliers 
which have received 15.7% and 14% of ‘much better’ responses. Current and potential investors’ 
views on local supply chain are presented in the Figure 12. Responses have been grouped into pos-
itive (4 and 5) and negative (1 and 2) and neutral was assigned to the rating 3.
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  FiguRe 13. PercePtIons of current AnD PotentIAL Investors on PoLItIcAL fActors
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Political factors were also assessed by the respondents in the survey. Political factors have re-
ceived the most negative ratings by current investors than in any other cluster of factors analyzed 
in this survey. Across all categories the percentage of those reporting them to be ‘very bad’ is 
higher than the percentage of those providing ‘very good’ answers, with the difference sometimes 
reaching 12% in favor of the negative views. Free economic zones and ease of trading across 

PercePtIons of current Investors on PoLItIcAL fActors

PercePtIons of PotentIAL Investors on PoLItIcAL fActors
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borders (27%) and corruption and organized crime (26%) are the categories with the largest 
percentages of ‘very bad’ answers. Corruption and organized crime on the other hand is also the 
category that received the highest percentage of ‘very good’ responses (18%) followed by the same 
percentage of respondents rating as very good the integration with the Western Balkans and the 
EU. 

Potential investors on the other hand are much more critical regarding political factors in Kosovo 
and they perceive the situation to be much more negative than the current investors. Customs and 
trade systems are perceived to be most problematic political factors, which are considered to be 
very bad by 37% of respondents followed by 31% of potential investors who give ‘very bad’ rating 
to corruption and organized crime. All aspects aside from the political stability have been rated 
more negatively by potential investors than the current investors. Similarly, the percentage of ‘very 
good’ responses is considerably lower as compared to the current investors, with corruption and 
organized crime not receiving any such responses. A full illustration of responses is presented in 
Figure 13. Responses have been grouped into positive (4 and 5) and negative (1 and 2) and neutral 
was assigned to the rating 3.
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  FiguRe 14. PercePtIons of current AnD PotentIAL Investors on ruLe of LAw
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Rule of law aspects was also considered during this survey. The most highly rated factor within the 
rule of law sphere by current investors is the “ease of starting and closing a business’ and ‘obtaining 
work permits for foreigners’, which each have received 24% of ‘very good’ responses from the cur-
rent investors. The category which was scored the worse in terms of receiving ‘very good’ responses 
are ‘contract violations’, which was reported by only 15% of total number of current investors sur-

PercePtIons of current Investors on ruLe of LAw fActors

PercePtIons of PotentIAL Investors on ruLe of LAw fActors
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veyed. On a negative note, the two categories that received the biggest percentages of ‘very bad’ 
responses include ‘rule of law’ and ‘contract violations’. ‘Work permits for foreigners’ and ‘number 
of operating licenses’ received each 4% of ‘very bad’ responses, hence, representing the two cate-
gories with the least number of the most negative rating. 

The perceptions of potential investors regarding the rule of law sphere are similar with those of 
current investors in some regards, but are quite different with regards to other dimensions. For in-
stance the two most problematic aspects ‘rule of law’ and ‘contract enforcement’ that were ranked 
the worse with current investors, also rank the worse with potential investors. Rule of law has re-
ceived 19% of ‘very bad’ ratings, while contract enforcement has received 16%. Ease of starting and 
closing a business ranks as the highest rated category with the potential investors. This aspect has 
been categorized as ‘very good’ by 38% of potential investors interviewed, marking a 14% differ-
ence when compared to current investors. Number of operating licenses with 22% and adminis-
tration efficiency (19%) represent the second and third highest percentages of ‘very good’ ratings.  

When asked to comment on a perceivable change pertaining to political factors, both current and 
potential investors provide a rather grim perspective. The vast majority of respondents within both 
groups, in some categories exceeding 60%, have reported to have noticed any change. Further-
more, the percentage of those reporting deterioration is significantly higher (sometimes threefold) 
than the percentage of those reporting significant improvement. This different is the highest with 
regards to corruption and organized crime, about which 30% of current investors and 36.8% of po-
tential investors believe that it has significantly deteriorated as compared to three years ago.
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  FiguRe 15. PercePtIons of current AnD PotentIAL Investors on ruLe of LAw
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While assessing the change with regards to rule of law matters, current investors rate ‘transparen-
cy and stability of the legal and regulatory environment in your industry/sector’ as the aspect 
marking the biggest deterioration with 21.8% of current investors reporting on it as ‘much worse’. 
The most positive change is reported regarding the procedures for starting and closing a business, 
which has been reported as much better by 18.6% of current investors and 36.8% of potential 

PercePtIons of current Investors on fInAncInG

PercePtIons of PotentIAL Investors on fInAncInG
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investors. The category ‘procedures for work permits for international employees’, has also 
marked a moderate improvement in the eyes of both current and potential investors. A full 
illustration of responses is presented in Figure 14. Responses have been grouped into positive (4 
and 5) and negative (1 and 2) and neutral was assigned to the rating 3.

Financing is one of the most important aspects for businesses. Cost of financing has been charac-
terized as ‘very bad’ by 23% of current investors interviewed, hence, representing the category that 
scored the worst. Second to it, in the perception of the current investors, come incentives with 16% 
of responses in this category being ‘very bad’. On the positive note, the category that received the 
highest percentage (28%) of ‘very good’ responses is the tax rates. General cost of doing business in 
Kosovo is the second highest rated aspect in the financing sphere by current investors. This catego-
ry has been rated as very good by 24% of respondents. 

The most positive perceptions from potential investors within the financing sphere are those re-
garding the general cost of doing business, category which received 14% of ‘very good’ ratings. 
Incentives and cost of financing have received the least percentage of such rating each having only 
5% of responses within their respective categories. The worse perceptions in the financing sphere 
on the part of potential investors regard the cost of financing and incentives, receiving 26% and 20% 
of ‘very bad’ ratings within the category. 

In the view of current investors, the most positive change in the sphere of financing has been re-
corded in the category tax rates. 17% of current investors consider this aspect to have significantly 
improved in comparison to three years before, while 18.9% of them rate it as ‘better’. On the other 
hand, the most negative change in this sphere is recorded for incentives, which was considered 
as ‘much worse’ by 14.9% of current investors. According to potential investors however, the most 
positive change was noted with regards to general cost of doing business, for which 15% of this sub-
group give ‘much better’ rating, with an additional 30% of them reporting it as ‘better’. The worse 
aspect in the eyes of potential investors is recorded for incentives and cost of financing, each rated 
by 11.1% of potential investors as much worse.
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  FiguRe 16. PercePtIons of current Investors on socIAL fActors
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When compared to the scores of 2009 survey, financial aspects continue to present major ob-
stacles for attracting investments. Cost of finance of which 23% of current and 26% of potential 
investors consider it is very bad, is closely followed by incentives, which is reported as very bad 
by 20% of potential investors and 16% of current investors. A full illustration of responses regard-
ing financing is presented in Figure 15. Responses have been grouped into positive (4 and 5) and 
negative (1 and 2) and neutral was assigned to the rating 3.

PercePtIons of current Investors on socIAL fActors

PercePtIons of PotentIAL Investors on socIAL fActors
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Current investors appear to be generally more satisfied than dissatisfied with the quality of living 
that Kosovo offers. Personal safety is the highest rated aspect which is reported by 33% of current 
investors to be ‘very good’. At the same time, this aspect has received the lowest percentage of ‘very 
bad’ ratings (5%). Quality of life is the second most positively rated aspect within the social sphere 
by current investors. 22% of them state it is ‘very good’, while an additional 14% of respondents rate 
it with 4 in a scale 1- 5. Only 5% of current investors rate this category as ‘very bad’. Image of the 
country appears to be the poorest rated social factor for current investors. This category has been 
given the highest percentage of ‘very bad’ ratings (14%), and at the same time, the lowest percent-
age of ‘very good’ ratings (17%). 

Potential investors portray a more negative view on social factors in Kosovo. In general all three cat-
egories assessed provide for lower scores when compared to current investors. Only 14% of respon-
dents rate personal safety as ‘very good’, while 10% of potential investors rate this category with 
‘very bad’. Quality of life and image of the country are at the same level, each receiving 9% of ‘very 
good’ responses and the same percentage of ‘very bad’ responses. A full illustration of responses 
regarding social factors is presented in Figure 16. Responses have been grouped into positive (4 
and 5) and negative (1 and 2) and neutral was assigned to the rating 3.

Full overview of perceptions about different factors provided by current and potential investors is 
presented in Figure 5 and Figure 6 below.
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  FiguRe 17. PercePtIons of current Investors on Investment cLImAte fActors
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  FiguRe 18. PercePtIons of PotentIAL Investors on BusIness cLImAte fActors
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The answers obtained regarding the changes incurred in the past three years a rather interesting 
composition of responses is obtained. In the view of current investors, personal safety has recorded 
the biggest improvement, which is confirmed by 28.6% of those rating it as ‘much better’ and 12.5% 
of those rating it as ‘better’. The improvement in perception regarding personal security as com-
pared to three years before is also confirmed by the potential investors of which 19% report to find 
this aspect as ‘much better’, and an additional 14.3%of them who rate it with ‘better’. Quality of life 
is another dimension about which current and potential investors express perceived improvement. 
While 16.9% of current investors consider this aspect as much better and an additional 10.2% who 
perceive it to be ‘better’, these answer choices have received 19% of responses each from the po-
tential investors group. Image of the country seems to have improved more in the eyes of potential 
investors 19% of which consider it has ‘significantly improved’, and the same percentage reporting 
it as ‘better’. On the other hand, 12.1% of current investors believe that the image of Kosovo has 
improved significantly. 
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  FiguRe 19. most noteD ImProvements AnD DeterIorAtIon (current Investors)
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  FiguRe 20. most noteD ImProvements AnD DeterIorAtIon (PotentIAL Investors)
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If the current survey scores are compared with the results obtained indicate significant change in 
the perceptions of investors. In 2009, young and dynamic labor force (20.9%), emerging market 
(19.4%), and labor costs (19.4%) are the top three most positive aspects of Kosovo investment cli-
mate. The results of 2013 survey on the other hand provide for a rather different perspective of both 
current and potential investors. The top reasons to invest in Kosovo in the 2013 survey appear to be 
(generally for both current and potential investors), low tax rates, ease of starting and closing busi-
ness, labor costs and are the main advantages that respondents listed in favor of investing in Koso-
vo. 

On the other hand, high market demand which in 2009, was reported to be a major reason to invest 
in Kosovo with 13.9% of respondents endorsing it, in 2013 survey is seldom reported as a reason 
by both current and potential investors. Furthermore, the quality of labor force (64.1% unsatis-
fied) and the flexibility of regulations pertaining to labor (39% unsatisfied) which in 2009 survey 
received rather bad reviews from investors, in this survey appear to be much improved with only5% 
of current investors and none of the potential investors that rate labor quality as ‘very bad’ and only 
3% of current investors report labor regulations and flexibility to be ‘very bad’. Again, none of the 
potential investors’ respondents rate flexibility of regulations as very bad. 

Perceptions on political factors have significantly deteriorated since the 2009 survey with partic-
ular focus on corruption and organized crime leading the negative change. 100% of both current 
and potential investors rate this aspect as ‘very bad’ and report that the situation regarding this 
phenomenon has deteriorated in the past three years. The Figure 18 provides for an overview of the 
most noted improvements on the part of current and potential investors.
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4. ProBABILIty to Invest AnD 
re-Invest

  FiguRe 21. meAsures recommenDeD By Investors for the Government of Kosovo
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T
he probability to re-invest is much higher with current investors than the probability to invest 
for potential investors. The main reasons provided for the lack of readiness to invest are the 
same/similar with those reported as most problematic factors deterring investments. These 

factors include political stability with particular focus on corruption, regulatory framework and 
rule of law, and for smaller investors (with global sales below 100 Mil EUR/annum), also cost of lo-
cal financing. Larger businesses or businesses with access to international finance markets appear 
to be less affected by the cost of local financing. The responses obtained with regard to likelihood 
to invest and re-invest appear not to be influenced by sector of activity of respondent businesses.

Given the fact that most of the potential investors provide as the main reason not to invest in Koso-
vo matters that are not related to the climate in Kosovo, the likelihood of investing in Kosovo in the 
near-term future appears to be low with the potential investors. As 50% of potential investors list 
internet as their main information source about Kosovo, the quality and quantity of information 
about investments in Kosovo should be improved. Since in most dimensions assessed, the current 
investors provide for more positive view than the potential investors that comes from being more 
acquainted with the situation on the ground, better information on investment opportunities and 
climate in Kosovo would be of great assistance to improve the perceptions of potential investors. 

39.7% of investors in 2009 stated that their plans for investing in Kosovo are affected by the global 
financial crunch11. This is also confirmed in the responses provided by potential investors in the 
current survey when asked to list the reasons for the final decision against investing in Kosovo, 
where change in economic conditions is the most frequent answer. 

When asked what the Kosovo Government could do to improve the business environment and 
make the country a more investor-friendly, the current and potential investors provide for rather 
insightful feedback. 100% of both current and potential investors surveyed agree that it is of out-
most importance to combat corruption more efficiently. 

Second most important aspect which current investors’ state should be improved is the overall 
de-bureaucratization and removal of red tape (74% stating it is very important) followed by coun-
try’s image (71% state it is very important), and strengthening the financial sector (69% state it 
is very important). Figure 19 summarizes the ratings provided by current and potential investors 
about these aspects. 

As noted above, the same questions were asked to potential investors and a rather similar image is 
created. Aside from more efficient anti-corruption measures where the views of current and poten-
tial investors matched completely, the perceptions of other factors is also similar. De-bureaucrati-
zation and removal of red tape, improved overall incentives packages, overall image improvement, 
are the key suggestions for improvement. It should be noted that a considerable portion of poten-
tial investors have stated that it is ‘important’ (4 out of 5) to improve country image (61%), and 
improve competition policy (59%).

11 Ifc Investors survey 2009
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34% of respondents indicate high likelihood that their companies will invest/re-invest in Kosovo 
(80% - 100% probability). 24% of respondents provide certainty between 60% - 80%, with an addi-
tional 16% reporting medium probability (41% - 60%). 25% of respondents report low probability 
that their companies will invest/re-invest. Complete overview of results regarding necessary im-
provements is presented in Figure 20.

  FiguRe 22. ProBABILIty to Invest/re-Invest
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Most likely not: 0% - 20%
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41% - 60% certainty
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There seems to be no sectoral differences in the distribution of responses pertaining to the proba-
bility to invest and/or re-invest. The answers provided from businesses interviewed do not pro-
vide for evidenced sectoral bias in the distribution.

how LIKeLy Is your comPAny GoInG to Invest/reInvest
In Kosovo In the next 3 yeArs?
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5. IncentIves

I
ncentives provide for one of the most interesting aspect analyzed. 72% of current investors report 
that incentives provided by the Government of Kosovo have been an important factor for their 
decision to investing Kosovo (Figure 21). To this end, it is important to distinguish between the 

type of incentives received and the perceived value by businesses. 

The two main groups of incentives inquired about were the fiscal and non-fiscal incentives. With 
regards to the first type of incentives, all businesses report to have benefited from one or another 
incentive.

  FiguRe 23. ImPortAnce of IncentIves for Investments
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When asked to confirm what type of incentives they have received, Customs duty exemptions are 
reported by 26% of respondents in the sample. Direct support/grants for investments in agribusi-
ness or processing sector have been obtained by 20% of current investors. Fast track depreciation 
is another incentive offered by the GoK that has been utilized by 19% of respondents in the sample. 
Deferred VAT for machinery has been an incentive from which 15% of respondents have benefited 
in the past.

where the IncentIves ProvIDeD By the Kosovo Government An 
ImPortAnt fActor for Investment?
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  FiguRe 24. fIscAL AnD non-fIscAL IncentIves receIveD
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Current investors were also asked to rate the importance of each of the incentives offered by the 
GoK. From the financial incentives cluster, the most important incentive reported by current 
investors is the deferred VAT payment for machinery. Second to it comes the deferred VAT pay-
ment for temporary export, which is considered important by 85% of respondents in the sample. 
It should be noted that the vast majority of businesses interviewed did not receive incentives from 
the government. In terms of non-financial incentives offered by the GoK, the two incentives 
perceived as most important by current investors are exemptions from regulatory and licensing 
fees (83%) and provision of physical infrastructure at affordable or no cost (82%). Complete 
overview of responses on the importance of financial and non-financial incentives is provided in 
Figure 25. Responses have been grouped into important (4 & 5), neutral (3) and not important (1 
& 2). 

fIscAL AnD non-fIscAL IncentIves receIveD
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  FiguRe 25. ImPortAnce of fIscAL AnD non-fIscAL IncentIves
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Another aspect discussed with investors is that of availability of information about incentives. The 
majority of current investors (54%) report that there is insufficient information about incentives 
packages. 27% of them state that there is insufficient information about financial and non-financial 
incentives offered by GoK, while 19% are neutral to this question. Below the responses obtained are 
presented visually 

ImPortAnce of non-fIscAL IncentIves receIveD

ImPortAnce of fIscAL IncentIves
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  FiguRe 26. AvAILABILIty of InformAtIon ABout IncentIves
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With regards to the process of obtaining incentives, the small percentage of respondents reporting 
to have obtained incentives conditions the level of statistical relevance of answers. In addition, giv-
en the fact that most frequently reported incentives by the respondent businesses include customs 
duties’ exemption, grants and subsidies, or tax related exceptions such as fast track depreciation, 
or VAT exemptions, which involve mainly standardized administrative procedures, the survey does 
not provide for evidence in favour of corrupt or other unethical practices in the process of award of 
incentives. 

rAte the AvAILABILIty of InformAtIon on IncentIves
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conclusions 

T
he main findings of the current and potential investors’ survey provide insights to both per-
ceived and experienced hardship in doing business in Kosovo. While these views are not nec-
essarily the same, in most cases there is an overlap of responses pertaining to the form and 

nature of obstacles among both current and potential investors. The major difference between the 
two groups appears to be the level of concern and importance given to each of these aspects/obsta-
cles, and the perceived level of risk from circumstantial and structural obstacles. 

The most highly rated aspects (good and very good) include:

CurrenT InvesTors: PoTenTIal InvesTors:
Labor Costs: 67% Labor Costs: 77%

Quality of Labor Force: 67% Ease of starting/closing a business: 62%

Work Permits for Foreign Employees 61% Quality of Labor Force: 55%

Labor Taxes: 58% Quantity of Labor Force: 55%

The worst rated aspects (bad and very bad) include:

CurrenT InvesTors: PoTenTIal InvesTors:
Free Economic Zones and Ease of Trading Across Bor-
ders: 56%

Free Economic Zones and Ease of Trading Across 
Borders: 58%

Political Stability: 50% General Cost of Doing Business: 53%

Rule of Law 49% Corruption 54%

Corruption; Incentives 47%
Incentives, Image of the Country and Energy Supply: 
50%

The aspects that have improved the most during the past three years are:

CurrenT InvesTors: PoTenTIal InvesTors:
Transport and Logistics: 55% Transport and Logistics: 73%

Quantity of Labor: 54% Telecommunication: 65

Labor costs: 54% Quality of Local Suppliers: 60%

Quality of Labor: 53% Transparency and stability of legal and regulatory as-
pects & Contract Violations 56%

Differences in perceptions between current and potential investors should be highlighted as they rep-
resent a very clear differentiation between the experienced and the perceived conditions. The results 
obtained and the relevant differences evidence that the potential investors are not accurately informed 
about Kosovo. The results obtained from current investors should be promoted and the acknowledged 
changes in the business environment conditions should be stated clearly. Current investors firmly con-
firm the changes in the operating environment and these improvements should be dully noted.  



51

31.01.2014  /  Findings RepoRt: Kosovo investoRs’ peRception suRvey

Access to finance is another aspect that should be seriously taken into account. The cost of credit in 
Kosovo makes growth of the private sector very difficult. The limited list of products tailored to ad-
dress the growing credit needs of the private sector is a serious obstacle for private sector financing. 

Informality as also a major cause for concern, as it represents a challenge in both achieving fair 
competition in the market, and consequently stemming growth and development. It also negative-
ly impacts employment and social protection of people. It is believed that the informal sector can 
be diminished through the means of changes in the surrounding formal institutional framework, 
i.e. promoting a top-down solution to informality. 

Kosovo has a vibrant labor force, comprised of predominantly younger workers with very little 
hope for employment. The particularly concerning aspect regarding employment is the long-term 
unemployed, which account for a large portion of the unemployed. The country’s weak economy 
cannot sustain the growth rate necessary to absorb the estimated 29,000 new entrants that join 
the labor force on annual basis. The labor force in general is one of the key aspects that should be 
promoted to potential investors as its abundant quantity and relatively good quality represent as-
pects where current investors appear to be rather satisfied, but potential investors report grimmer 
perceptions.

Corruption and bribery appears to be an additional negative factor that is identified as an obstacle 
to attracting investments. In terms of encountered forms of corruption, the companies surveyed 
report that licensing procedures, or procedures for obtaining incentives, are sometimes accom-
panied by steps that are not envisaged in the formal process of obtaining those benefits, often last 
longer than foreseen in the legal documents, and/or add unpredictability for businesses. However, 
given the small number of companies reporting to have received incentives, the results obtained 
do not provide for statistical relevance. The few incentives and exemptions for investors are little 
known for potential investors have played a marginal role in their decision to invest in the past. 
However, the responses obtained from potential investors indicate that in case some of the obsta-
cles noted by them would be addressed, they would consider investing in the country. With regards 
to incentives, financial incentives seem more important than the non-fiscal ones, which is to be 
expected. 

If the current survey scores are compared with the results of 2009 survey, there appears to be a shift 
in he perceptions of investors. While in 2009, young and dynamic labor force (20.9%), emerging 
market (19.4%), and labor costs (19.4%) are the top three most positive aspects of Kosovo invest-
ment climate, the results of this survey provide for a rather different perspective of both current and 
potential investors. The top reasons to invest in Kosovo are low tax rates, ease of starting and closing 
business, labor costs and are the main advantages that respondents listed in favor of investing in 
Kosovo. On the other hand, high market demand which in 2009, was reported to be a major reason 
to invest in Kosovo with 13.9% of respondents endorsing it, in 2013 survey is seldom reported as a 
reason by both current and potential investors. Furthermore, the quality of labor force (64.1% un-
satisfied) and the flexibility of regulations pertaining to labor (39% unsatisfied) appear to be much 
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improved with only 5% of current investors and none of the potential investors that rate labor qual-
ity as ‘very bad’ and only 3% of current investors report labor regulations and flexibility to be ‘very 
bad’. Again, none of the potential investors’ respondents rate flexibility of regulations as very bad. 

Demanded improvements on the part of respondents provide for useful feedback in policy reform 
and improvement process. When asked what the Kosovo Government could do to improve the 
business environment and make the country a more investor-friendly 100% of both current and 
potential investors surveyed agree that it is of outmost importance to combat corruption more ef-
ficiently. Second most important aspect which current investors’ state should be improved is the 
overall de-bureaucratization and removal of red tape (74% stating it is very important) followed by 
the country’s image (71% state it is very important), and strengthening the financial sector (69% 
state it is very important. It should be noted that a considerable portion of potential investors have 
stated that it is ‘important’ (4 out of 5) to improve country image (61%), and improve competition 
policy (59%). 

The probability to re-invest is much higher with current investors than the probability to invest for 
potential investors. 34% of respondents indicate high likelihood that their companies will invest/
re-invest in Kosovo (80% - 100% probability). 24% of respondents provide certainty between 60% 
- 80%, with an additional 16% reporting medium probability (41% - 60%). 25% of respondents re-
port low probability that their companies will invest/re-invest. The main reasons provided for the 
lack of readiness to invest are similar with those reported as most problematic factors deterring 
investments. These factors include political stability with particular focus on corruption, regulatory 
framework and rule of law, and for smaller investors (with global sales below 100 Mil EUR/annum), 
also cost of local financing. 
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