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PREFACE

In the immediate aftermath of the conflict waged in Kosovo during 1999, the World
Bank, in collaboration with the Food and Agriculture Organization of the United Nations (FAO),
initiated rural and agriculture sector work in the province to assist the United Nations Mission in
Kosovo (UNMIK) in developing a medium term reconstruction and recovery strategy for the
agriculture sector. Under the auspices of the FAO / World Bank Cooperative Program an initial
visit was undertaken by an FAO / World Bank team in early July.  This team commissioned the
first province-wide survey aiming to assess conflict damages and needs in the agriculture sector.
The survey was subsequently carried out by a joint Albanian and Kosovar surveying team under
difficult circumstance during the Summer of 1999.  A second, larger FAO / World Bank team
returned to Kosovo during September to develop a “Medium Term Reconstruction and Recovery
Program” aiming at “Re-launching the Rural Economy,” based partly on preliminary results from
the agricultural survey.  The results of this work are reflected in this report.  A summarized
version of the report is reflected in a technical annex of a document “Toward Stability and
Prosperity: A Program for Reconstruction and Recovery in Kosovo” prepared by the European
Commission and the World Bank in support of UNMIK. The report presented here goes well
beyond the joint EC - World Bank document as it provides considerably more details on concrete
policy and investment proposals. It is hoped that this report contributes to the re-launching of the
agricultural and rural economy on a path of sustainable and widespread growth in Kosovo.



KOSOVO

R e - L a u n c h i n g  T h e  R u r a l  E c o n o m y

A Medium Term Reconstruction And Recovery Program

A.  INTRODUCTION

1. This note provides a concise analysis of the constraints and opportunities facing the rural
economy and the agricultural sector in Kosovo in the aftermath of the conflict waged in 1999. It
also suggests a medium-term (four year) program of policy actions and public investment
recommendations to re-launch the rural economy in Kosovo on a path of sustainable and
widespread growth. Draft versions of this note were initially developed by a joint Food and
Agriculture Organization (FAO) – World Bank team which visited the province in July1 and
September 1999, and have been the subject of discussions between the team, colleagues from
UNMIK (Pillar II and IV), and colleagues from the EU Commission (DG II, TAFKO).  The
broad lines of the proposed policy and investment program have also been discussed with
Kosovar colleagues during many field visits and individual meetings, as well as jointly during a
first informal workshop on September 22, 1999.  Reliable and detailed quantitative information
on agriculture in Kosovo has not always been easily accessible, and particularly in the case of
conflict damages, not available.  The FAO and the World Bank have therefore commissioned an
agricultural damage assessment which was carried out in August and for which first results
became available in September 19992.  This note is in part based on the preliminary results of this
agricultural damage assessment survey.

B.  THE RURAL ECONOMY AND THE AGRICULTURAL SECTOR

2. Kosovo was always the poorest province of the Socialist Federal Republic of Yugoslavia
(SFRY).  By 1995, GDP had reportedly fallen to less than US $400 per capita, with
unemployment estimated to be as high as 70%.  Migration from Kosovo to neighboring countries
has been a common survival strategy for many households over the past years.

The Rural Economy

3. Before the conflict waged in Kosovo between March and June 1999, and prior months of
rising and often violent tensions in 1998, the rural population accounted for around 65% of the

                                                  
1 See also Kosovo: Programme for Reconstruction of Rural Economy. Preliminary Proposal: July/August

1999 prepared by FAO, Investment Center,  under the FAO/World Bank Cooperative Programme.
2 See also “Kosovo: Damage and Needs Assessment in Agriculture.  Preliminary Analysis.”  September

20, 1999.  A more detailed report based on further survey data processing is currently in preparation
and will be made available in due course. The results are based on a sample survey undertaken in 25
out of 29 municipalities in the province during late July and August 1999. The survey comprised two
questionnaires, one at the farm household level which was used to interview 1,837 farm households;
and a second at the village level which was used to gather information in 163 villages throughout the
province.
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total population in the province.  An estimated 90% of this rural population was engaged in
agricultural activities, either on a full- or on a part-time basis, in the years preceding the conflict.
While detailed demographic data for the province are not very reliable, as of September 1999 the
rural population was estimated at around 1,066,000 persons, while the agricultural population
accounts for some 1,000,000 person, which represent some 100,000 to 150,000 farm households.
In 1997 the ‘active population engaged in agriculture’ amounted to over 50% of the active
population (which includes a considerable number of part-time farmers) and around 70% of the
labor force, if including associated upward and downward linkages as well as the forestry sector.
This high share of active population in the agricultural sector has, however, not always been the
case.  The same source for 1991 records some 26% of the active population engaged in
agriculture.5  The sharp increase of population associated with agricultural activities over the past
ten years is due to the fact that many employees lost their jobs and had to return to (often part-
time) farming as the means to ensure food security.  This note will argue: (a) that the agricultural
sector is, and will be, a major employer over the medium-term in the rural economy; and (b) that
in the long run it will be non-agricultural job creation which will determine economic
development in the rural areas of Kosovo.

The Agricultural Sector

4. The agricultural sector accounts for a significant share of economic activities in the province.
In 1995 the value of primary agricultural production in Kosovo was estimated at US $213
million, representing 30% of provincial GDP, or 35% of GDP with the inclusion of forestry and
food processing.6  These figures are likely to be an underestimate of the full sector output given a
considerable amount of unrecorded activities.  Kosovo has traditionally been a net importer of
food and agricultural products, such as wheat.  While part of the agricultural area is fertile and
well suited to the production of grains and industrial crops (such as sunflower or sugar beet) it is
unlikely to have a comparative advantage in the production of these high volume, low value
commodities.  Rather, within agriculture the comparative advantage is likely to be in more labor
intensive production activities, such as vegetables and some fruits 7, and in some livestock
production (such as ruminant-based meat and milk production).  Kosovo has significant pasture
resources which have little alternative use and can provide a low cost production basis for a
competitive, forage-based livestock industry.  In the aftermath of the conflict and in the absence
of significant alternative economic activities in rural areas over the medium term, agriculture is

                                                  
3 See: Demography of Kosovo before the War.  By Arjan Gjonca.  July 1999.
4 KFOR as of September 1999 assumes a total population of 1,567,000 persons.  UNHCR 1998

statistics indicates 68 percent of total population as rural.  Of the rural population around 94 percent
are agricultural households (Agriculture Damage and Needs Assessment, September 1999).
Agriculture Damage and Needs Assessment, September 1999 indicates an average household size of
9.6 persons; while Gjonca (July 1999) refers to an average household size in the province of 6.5
persons.

5 Source: Economic Activities and Democratic Development of Kosova.  Research report prepared by
Riinvest, Pristina, September 1998.

6 Source: Economic Activities and Democratic Development of Kosova.  Research report prepared by
Riinvest, Pristina, September 1998.

7 Before 1989, Kosovo was a net exporter of some fruits and vegetables, e.g.  to other republics of the
Socialist Federal Republic of Yugoslavia.



3                                                                                                Relaunching the Rural Economy

likely to remain an important element of the province’s food security, in particular at the
household level in rural areas.

5. Kosovo, which embraces about 1.1 million ha, is characterized by four main watersheds
rising in a westerly and northerly crescent of mountains, from which rivers run south and south-
east to intersect elevated (300-1000 m) and relatively fertile plains.  Approximately 430,000 ha is
forested (39%) and 577,000 ha is classified as agricultural land (52%)8.  Of the latter, about
180,000 ha (31%) are pastures and about 400,000 ha (69%) is cultivable.  Erosion in upland areas
and water logging (55,000 ha) are common.  The climate is continental in the east with an
average 660 mm rainfall and 170-200 frost-free days, but Mediterranean influences in the south-
west bring wetter (780 mm) and warmer (196-225 frost-free days) conditions to that area.

6. Approximately 67% of agricultural land, including 90% to 95% of cultivable land, 30% of
pastures, and 38% of forestland is privately owned.  Socially owned agrokombinats (18) or
agricultural cooperatives (145), established through self-management agreements, control the
balance of the non-urban land resource and most medium and large scale agro-industry.  Average
private land holdings per family are about 3.2 ha, including about 2.4 ha of arable land, often
fragmented in 4-6 plots (see Table 1).

Table 1: Land Use of Private Farms (1997)

Average Farm Size (ha) Share of Land (%)
Total Farm Land1 3.22 100%
Agricultural Land 2 2.43 75.5%

Arable Land 1.57 64.6%
Pasture 0.73 30.0%

Perennial Crops 0.13 5.4%

Forest 0.79 24.5%
1  Total farm land = agricultural land + forest
2  Agricultural land summarizes arable land, pasture and perennial crops

Source: Kosovo: Agriculture Damage and Needs Assessment in Agriculture, 1999

7. 

8. Figure 1 shows the distribution of family farm by size.  The farms greater than 10 ha include
about 630 medium-scale farms established under private ownership in the 1980s.

                                                  
8 Federal Republic of Yugoslavia Yearbook, 1998.
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Figure 1:  Distribution of Farms by Sizes (ha)

Source: Kosovo: Damage and Needs Assessment in Agriculture, 1999

9. Before the conflict, around half of family income, on average, originated from farming.  The
remaining was received in roughly equal shares from remittances and off-farm incomes (small
businesses, shops, trade, etc.).  In the period from 1997-1999, the share of farm income of overall
income decreased, while the share of remittances and aid donations increased (Table 2).  Nearly a
third (32%) of the farms have less than 20% of their incomes originating from farming activities.
On the other end of the spectrum, about 26% of the farmers rely on agriculture for more than 80%
of their income.

10. The importance of agriculture as share of total income decreased sharply over the last three
years to around 11% in 1999.  This is a result of the largely lost cropping season of 1999.  Rural
families had to rely on remittances and on aid donations to a large extent.  Aid donations amount
to almost 40% of farm household income in 1999.  In the present crisis situation people heavily
relying on agriculture can be considered as one of the most vulnerable groups as they missed out
at least one year's crop and often lost a large amount of their livestock.

Table 2:  Origin of Farm Household Incomes (%)

Year Income from
Farming

Off-farm
Income

Remittances Aid
donations

1997 50.2 25.5 23.7 0.6
1998 38.4 23.4 26.9 11.2
1999 11.2 19.8 29.9 38.7

Share of farm income in
total income in 1997

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

Share of farmers in
category in 1997

31.8% 18.3% 13.2% 10.9% 25.7%

Source: Kosovo: Damage and Needs Assessment

Up to 1 ha
27%

1-2 ha
30%

2-5 ha
35%

5-10 ha
7%

More than 10 ha
1%
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11. Of the roughly 400,000 ha of cultivable area in 1997, about 291,000 ha (50% of agricultural
land) was arable (cropped) land, 86,000 ha was meadows, which are typically lower and wetter
than the upland pastures, 12,000 ha was in orchards and 8,000 ha in vineyards (Table 3).  Winter
wheat and spring barley have been the main food crops, while maize, primarily used for animal
feed, has been the other principal crop.  Fodder crops, vegetables and industrial crops have also
been of importance.

Table 3:  Land Use in Kosovo, 1997

Cropped Land 291,000 ha

Meadows 86,000 ha

Orchards 12,000 ha

Vineyards 8,000 ha

Pastures 180,000 ha

Total
Agricultural

Land
577,000 ha

Wheat 110,000 ha

Maize 95,000 ha

Fodder Crops 36,000 ha

Vegetables 28,000 ha

Spring Barley 16,000 ha

Industrial Crops 6,000 ha

Source: Official Yearbook of the Federal Republic of Yugoslavia, 1998

12. More than one quarter of the cultivable area, or roughly 106,000 ha, is under irrigation
(76,500 ha under managed irrigation schemes and about 30,000 ha of private smallholder
irrigation).  In 1992, 12% of orchards in Kosovo belonged to the social sector and 88% have been
privately owned.  Vineyards were 40% socially and 60% privately held.  Most production from
these lands went to Agrokosovo's9 refrigerators, juice plants or wineries, mostly located in the
South-west of Kosovo.

13. Livestock forms about 50% of the value of agricultural production and, in 1997, included
about 421,000 cattle, 365,000 sheep, 69,000 pigs, 27,000 goats and 4.5 million poultry.  Almost
all private farmers kept dairy cattle (on average 1-2 milking cows per farm) and poultry, with
much smaller numbers having sheep, goats, pigs and horses.  Dairy cattle provided food for the
household, animal manure for crop fertilization, and cash through the sale of livestock and some
milk surpluses.  Sheep and goats also satisfied home needs but produced greater marketable
surpluses, particularly of weaned stock and cheese.  Poultry predominantly met home needs,
commercial production being mostly a social sector activity.

14. Crop and livestock yields in general are low - exemplified by an average wheat yield under
3 ton/ha, and a dairy cattle milk production of about 1,500 l/year.  Yields have been falling,
together with agricultural GDP, through much of the 1990s, in large part due to reduced access to

                                                  
9 Agrokosovo is a kombinat holding company, linking 18 smaller kombinats in the province of Kosovo.
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and applications of agricultural inputs (in particular fertilizers), and agricultural services imposed
by FRY authorities.  Input supply and product markets, together with some advisory services,
were provided by a network of 145 cooperatives and 96 associated trading centers, that (together
with important irrigation infrastructure) contributed to raised agricultural production and
productivity in the 1970s and 1980s.  These cooperatives and trading centers are now defunct,
while much of the irrigation infrastructure is unusable.  While fertilizer use has also been falling
in Central and Eastern European Countries (CEEC) as a consequence of economic liberalization
in the 1990s, it has started to recover in the second half of the 1990s.  With fertilizer applications
in 1996 reaching 18% of 1989 levels (or 85 kg per ha of arable land) the decline in fertilizer use
in Kosovo, in particular on private farms, has been considerably greater than what has been
experienced in CEEC countries and may be verging on soil de-nutrification.  Veterinary services
were provided through 28 municipal veterinary stations which are also largely inoperational.  As
mentioned earlier there has been a high increase in labor to the agricultural sector.  This has been
coupled with an increase in farm mechanization, in particular tractors, by around 40% (which
have, however, had a significant off-farm use).  Overall, total as well as factor productivity (labor,
land, capital) has hence fallen over the past decade.

15. The socially owned agrokombinat enterprises include two large flour mills, 3 feed mills,
about 10 bakeries, 2 export-oriented large animal and 2 poultry slaughter houses, a 100,000 l/day
milk processing plant and several smaller dairies, 3-4 fruit juice production plants, one vegetable
oil extraction factory, a sugar mill, several vegetable processing units and 5 large wineries.  Little
primary production is carried out by the agrokombinats.  Due to poor maintenance and
management and a policy of maximizing the supply of products coming from FRY, processing
output at these plants during the 1990’s decreased to as little as 5% of capacity.  Private
enterprises of much smaller capacity have emerged during the 1990s to partially fill this gap,
including about 20 flour mills, 50-100 small bakeries, several semi-private communal
slaughterhouses and feed mills and 2-3 small dairy factories.  It remains to be seen how
competitive the emerging private processing industry will be, and whether it will be able to
produce within a liberalized economic framework and more stringent food safety and quality
requirements.

Conflict Damage

16. As a direct consequence of the conflict, some 75% of the rural population was subject to mass
migration: some 43% of the rural population took refuge abroad and a further 32% became
internally displaced.  By mid-August 1999, around 85% of families that had previously left their
homes had already returned to their village of origin.  As a result of this disruption (and prior
months of rising and often violent tensions) agricultural production as well as related processing
industries have almost come to a standstill.  The spring cropping season of 1999 has largely been
forgone and this year’s wheat harvest is a fraction of normal levels (45% of 1997 production).
The province currently relies on commercial imports (mainly from the Former Yugoslav Republic
of Macedonia, Albania, Montenegro and Greece) and large-scale donor relief aid to meet its food
demands.  Affordability and, to a lesser extent, access to key farm inputs (seeds, fertilizers, fuel)
remains limited in the province.

17. Farm assets have been damaged on a massive scale in the course of the conflict.  The
replacement value of losses of animals, destroyed farm buildings, and agricultural machinery is
conservatively estimated to amount to around US $700 to US $800 million. The majority of
                                                  
10 Other sources are putting damages to the agricultural sector in the order of US $1.5 billion.
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livestock (cattle: 50%, small ruminants: 65%, poultry: 85%) which contributed around half of the
value of agricultural production is reported to have been lost or killed.  Over half of the
agricultural mechanization (tractors:55 %, combine harvesters: 75%) are lost or need repair.
Many farm buildings (stables, sheds and storage space) have been destroyed.  While fallow land
and the loss of cattle has taken place throughout the province, the loss of agricultural
mechanization and farm buildings seems to be more concentrated in the western municipalities.
Preliminary results from the agricultural damage assessment commissioned by FAO and the
World Bank suggests that the following group of ten municipalities (no ranking implied) has been
the most severely damaged.11  Decan, Fushe Kosove, Gjakova, Glogovac, Istok, Klina, Mitovica,
Peja, Skenderaj, and Vushtrin.

18. Agro-processing equipment, in particular at privately owned small and medium size
enterprises, has also experienced significant damage either through direct destruction or looting
of assets.  The high demand for wood (both for fuel and construction purposes) in the aftermath
of the conflict is putting increasing pressure on the long-term sustainability of forests in the
province.  Village-level infrastructure (schools, drinking water, power connections, health care
centers) have equally been damaged or destroyed on a scale yet to be determined.  Mines, present
or perceived to be present in rural areas, are currently limiting access to agricultural and forest
land.

Past Legacies

19. Backlog on Economic Transition.  Prior to the significant restrictions on the province’s
autonomy status in 1989, the agricultural sector was, over a longer period of socialist planning,
subject to numerous economic distortions.  A system of (partly implicit) subsidies and taxes on
various economic activities resulted in inefficient farm structures by 1989.  A majority of small
family farms (limited by law to 10 hectares) were integrated by contractual arrangements with the
large-scale agrokombinat and cooperative sector which provided subsidized farm inputs and
protected markets for primary produce. Though many instruments of the past economic regime
have been largely abolished (for instance, high levels of trade protection and active price policies,
input subsidies and subsidized credit), structural constraints persist.  At the farm level this is
reflected in terms of low labor productivity, small marketable surplus, and limited farm size; and
on the part of the processing industries in terms of a privatization agenda for the socially-owned
agrokombinats and often outdated and uncompetitive technologies.

20. Decade of Neglect.  The current standstill in the agricultural sector is compounded by some
ten years of neglect. Around the early 1990s, key managers and technical specialists in the
processing industries and the agricultural administration were replaced.  In the following years,
the enterprises were poorly maintained.  Almost no formal services (such as veterinary and
advisory services) were provided to the pre-dominantly privately owned farms.  Access to farm
inputs (such as fertilizers and agro-chemicals) was severely limited.  Investments into farm and
processing equipment have been curtailed during that period, resulting in an aging of farm
machinery assets and the obsolescence of processing technologies.  Land markets slid into
informality because of high transaction costs, laws that prevented ethnic groups from selling land

                                                  
11 With regard to the combined application of the following indicators: livestock losses > 55%;

functioning tractors < 50%; and damage to farm building > 65% (the latter is based on the EC/IMG
household damage survey as proxy for damages to farm buildings).
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to each other, and poor performance by land agencies.  Two major irrigation schemes constructed
in the late 1970s have fallen into disrepair since 1990.

Opportunities

21. Private Sector Initiatives.  During the 1990s, Kosovar Albanians developed informal parallel
structures of considerable extent covering a wide range of agricultural services such as input and
mechanization supply, veterinary services, and processing facilities.  These parallel structures,
marked by an impressive capacity for private initiative, are now coming into the open and will be
a key factor driving the recovery of the rural economy and the agricultural sector.  A tradition of
private family-based agriculture, the presence of an emerging dynamic private sector associated
with processing and input supply, and limited reliance on public sector support, all augur well for
the re-launching of a rural economy.  These represent opportunities that donor-supported
activities should build on and seek to complement.

C.  RE-LAUNCHING THE RURAL ECONOMY – A MEDIUM TERM PROGRAM

22. In the following section, the note outlines the suggested objectives of a medium-term
program aiming at re-launching the rural economy.  Next the concrete policies and investments
proposed under the program are summarized under three themes: (a) partial reconstruction aimed
at jump-starting agriculture and the rural economy; (b) support to private sector in rural areas; and
(c) support to institutional capacity building. Subsequently, proposed policies and investment
activities are presented in more detail.

Objectives

23. The broad range of issues to be addressed – from dealing with the immediate impact of
conflict damage, to the consequences of a decade of crisis, to structural issues inherited from the
pre-1989 period – require a differentiated approach in terms of objectives and instruments.  This
program is based on a set of objectives, some of which can be achieved in the near term and some
of which are of a longer term nature.  A critical challenge for this program consists in ensuring
that, by striving for the immediate and short run goals, policies and investments do not jeopardize
the feasibility of medium and in particular, longer term objectives.  Another major challenge in
re-launching the rural economy in Kosovo is that many of the activities associated with medium
and longer term objectives need to be initiated now in an environment where institutional and
implementation capacity is scarce.  While in the longer run the creation of non-farm employment
will be a key determinant of the rural economy in Kosovo in terms of increasing both on- as well
as off-farm productivity, this will require considerable time.  Until then, agriculture will be
critical in providing income and household-level food security for the majority of the rural
population in the province, as well as raw materials to the agroprocessing industries (a key source
of non-agriculture, rural employment).  Without a recovery of the agricultural sector in the short
run, migration from rural areas and abandonment of agricultural land can well be the
consequence.  Therefore, this program recommends a two pronged approach aimed at re-
launching agriculture during an initial period while at the same time establishing the framework
in which non-agricultural activities will develop.  The latter will take many years and will go well
beyond the scope of a medium term reconstruction and recovery program.



9                                                                                                Relaunching the Rural Economy

24. The overall objective is to support major structural changes in the rural economy over a
phased transition.  The goal here is not to restore agriculture to its pre-conflict state, nor to return
to the pre-1989 conditions.  The scope of damage is too large, and potentially available resources
insufficient to allow for a replacement of assets on a large scale.  More importantly, farm
structures and agricultural production have shown inefficiencies as the result of long term
economic policies, and should not be restored to their previous state.  Rather the objective is, in
the first instance, to support the re-emergence of agricultural production to ensure minimum
levels of income and food security to the rural community at large.  The number of people
affected in rural areas is well beyond what can be sustainably supported by a social welfare
program.  As an alternative, non-agricultural employment becomes available (in particular for
those that were forced into agriculture during the 1990s) and factor markets (labor, land, capital)
start functioning, the objective is to reach for productivity gains and structural changes in
agriculture and the rural economy.  The following section outlines the set of objectives – ranging
from immediate to long term – that would contribute to reaching the above mentioned goals.12

25. In the immediate term (6 to 12 months; 1999 to 2000) the aim is to assist the farming
community at large (which represents the vast majority of the rural population) to re-start
agricultural production, in particular during the winter season of 1999 and the spring season of
2000.  This should also include a public livestock vaccination campaign against major contagious
diseases to help safeguard the remaining animal stock in the province.  These activities are
currently being addressed on a priority basis by the international community.  In particular
ECHO, USAID, FAO, together with numerous NGOs, are providing critical farm inputs (seeds,
fertilizer, machinery services, spare parts) on a grant basis to support the planting of the winter
wheat crop by October / November of this year.  This activity is of a relief nature and aims at
providing a limited aggregate supply of farm inputs.13

26. In the short term (6 to 18 months, 2000 to mid-2001) the objectives of public support (both
policies and investment) consists of supporting the re-launching of agricultural production on a
broader scale, with the aim of reconstituting in aggregate some of the conflict-damaged assets
(livestock, farm mechanization, farm buildings, irrigation).  This would also contribute to the re-
establishment of non-agricultural employment in the food processing industries which (among
other things) require raw materials to restart operations, as well as in the upstream farm input
services. The support provided would be of a one-time nature with a defined sunset clause.

27. In the medium term (3 years, 2001 to 2004) the objective of the rural program is to establish
the economic framework and instruments which would support employment creation and income
generation for a large share of the population in Kosovo through agricultural and non-agricultural
investments.  The key for supporting the emergence of non-agricultural economic activities is the
provision of a sound legal and economic framework.  The latter would include the provision of a
broad range of rural financial services on a commercial and sustainable basis to support
economically and financially viable investments in agriculture, agro-processing and other
economic activities in the rural economy.  It would also include the registration and protection of
private property rights in land and real estate.

28. In the long term (10 years, up to 2010), going beyond the time horizon of this program, but
based on the achievements of the previous objectives, the aim would be to support the
                                                  
12 While the objectives seem to imply clearly marked phases, in practice the boundaries between the

different phases are likely to be blurred.
13 See also section on Agricultural Relief Operations.
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development of the rural economy towards activities in which agriculture has a comparative
advantage and can compete internationally, as well as the establishment of a broad set of non-
agricultural economic activities in rural areas.  Mobility of key production factors (labor, land,
capital) and associated factor markets would be such as to allow for allocation of the most
efficient use, resulting in a lower share of the active population engaged in agriculture, and
probably larger average farm size.  Non-farm employment both in rural and urban areas would
provide alternative income opportunities thus absorbing excess labor in the agricultural sector.

29. Incentives.  Maintaining an open trade regime for agricultural inputs and products is an
underlying assumption of this program.  An open trade regime for agricultural commodities
provides consumers with access to relatively inexpensive food.  It also provides farmers and rural
entrepreneurs with the relevant economic signals on which to base investment and production
decisions.  Overall, it contributes to supporting the structural changes aimed for in the rural
economy of Kosovo.  The aim is to establish an incentive framework that is neutral vis-à-vis the
agricultural and food processing sector in that it neither unduly taxes (explicitly or implicitly) nor
subsidizes productive activities.  A review of trade policies (including recommendations) is
provided in a separate Economic Memorandum currently under preparation by the World Bank.14

Program Summary

30. Based on the previously outlined objectives, a four- to five-year program (until 2004) has
been developed, with policies and public investments grouped around three themes: (a) partial
reconstruction aimed at jump-starting agriculture and the rural economy; (b) support to private
sector development in rural areas; and (c) support for institution capacity building.  Activities
need to be launched and implemented from the onset across all three areas and hence the areas do
not imply a sequencing; rather, the emphasis is anticipated to shift over time.

31. The program aims to be selective by postponing public investments that are not essential to
the re-launching of the rural economy to a later stage, such as the establishment of a large
agricultural administration, a public extension service, or land consolidation activities.  Also,
activities that are incompatible with the sustained development of the sector have been excluded,
such as financing of socially-owned enterprises or the pursuing of an active agricultural price and
trade policy.

32. Theme 1: Partial Reconstruction aimed at Jump-Starting Agriculture  and the Rural Economy.
The emphasis of donor support would be on: (a) continuing to provide elements of social
protection under the World Food Program’s on-going food aid program; (b) continuing to
provide, on a declining scale, farm inputs on a relief basis; and (c) partially repairing or replacing
conflict damaged assets in agriculture and the rural economy.  A full replacement of conflict
damaged assets is not an economically viable option.  In addition, given the limited absorptive
capacities within the province and limited donor funding, only assistance for partial reconstitution
of assets is envisaged.  This implies a need for rationing and targeting of assistance.  At the farm
level, assistance would be provided to selected farm families to obtain or access farm inputs,
livestock (cattle) and agricultural machinery (tractors, implements, spare parts).Support therefore
would be directed to those heavily damaged farm households which have past farming experience
and hence the capability to put farm assets to good use, but which lack the resources to re-

                                                  
14 See: Kosovo: Building Peace through Sustained Growth.  The Economic and Policy Agenda.  The

World Bank.  November 1999.
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establish their asset base by themselves.  Partial cost recovery, mostly of an in-kind nature
through sharing by beneficiaries of assets within a community, would be introduced. Recipients
will be selected in consultation with local communities at the village and municipal level.

33. Donor supplied farm inputs (seeds, fertilizers, tractor services and repairs) would be
converted to a voucher based approach (including targeted allocation of vouchers) and ultimately
phased out in the course of the year 2000 to avoid crowding out of private sector initiative in this
field.  Supply side constraints for farm inputs are rapidly being overcome by Kosovar
entrepreneurs.

34. To the extent practical, a voucher-based delivery system could be introduced, if appropriate.
This would provide some choice to farmers and increased private sector involvement in the
delivery of capital goods (farm equipment, cattle) and services.  Where vouchers are not feasible,
public procurement of goods would be carried out, requiring international suppliers to link up
with Kosovar dealers to ensure local private sector involvement in distribution and after-sale
services. NGO involvement, both international and national, is required for the implementation of
these farm level activities. Some (in-kind) cost recovery would be envisaged, for instance on the
basis of asset sharing by beneficiaries at the local community level; however, a large grant
element is likely to prevail, given family’s need to often concentrate their limited earning reserves
into shelter and housing.

35. Reconstruction of key irrigation infrastructure, allowing early recovery of some high value
crop production, and subsequent broader rehabilitation (including institutional reform) of the
irrigation subsector, is a further element in re-launching the agricultural sector.  This would be
complemented by the rehabilitation of rural infrastructure (schools, electric power supply, health
centers, roads) which would provide employment opportunities as well as basic services to the
rural community; an initial funding mechanism is currently being established (Kosovo Fund for
Community Initiatives) which will finance small-scale rural infrastructure investments on a grant
basis and which is likely to require further financial support.

36. Theme 2: Support to Private Sector in Rural Areas.  Policies and investment activities under
this heading would be initiated early on in the program to ensure the sustainability of the
reconstruction phase and the establishment of non-agricultural employment in the rural areas of
Kosovo.  A first important investment to be undertaken early in the program to ensure animal
productivity consists of re-equipping the veterinary stations that are now de facto privately
operated, to ensure adequate provision of veterinary services, while keeping the number of
publicly employed veterinarians low.

37. A second critical element in private sector development in rural areas will be the future of the
agroprocessing sector at all scales of operations.  One important step in this regard is privatization
of socially-owned agroprocessing enterprises early in the reconstruction phase (either before or
after elections in Kosovo), using simple tendering procedures aiming at local or regional
investors, combined with post-privatization financial support to ensure operations of privatized
assets.15  A second step will consist of providing agroprocessing industries of varying sizes with
access to credit resources within a sound financial sector framework to rebuild and/or expand
operations and provide for working capital (see below).  In the short-run, the provision of funding

                                                  
15 The strategy for privatization of socially and state-owned agrokombinats and other enterprises is

described in more detail under separate cover (see annex on Private Sector Development) in the
Kosovo Reconstruction and Recovery Program.
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under an SME Credit Program would allow private processing enterprises access to finance for
working capital and capital investment goods.16  In addition, the provision of technical assistance
to agribusiness enterprises in the selection of new technologies, management and marketing
approaches will equally be important.

38. A third critical aspect is to ensure adequate production incentives to farmers by adopting a
policy aiming to increasingly target and later phasing out of donor provided food aid to the
province over the coming 18 months, while acknowledging that there will continue to be food
insecure segments of the population well after the summer harvest of 2000.  The latter will
require protection through public work schemes or the establishment and funding of a social
safety net (pension, social welfare in rural areas).

39. Strong financial institutions that offer credit and saving services are a prerequisite for a
dynamic rural sector.  As there are currently no formal financial institutions operating in Kosovo
and even informal systems are limited, there is an urgent need to promote the development of
robust and sustainable rural financial institutions.  There are a variety of models that may be
followed to serve rural-based clients and the suggested approaches are not necessarily mutually
exclusive.  Two types of institutions are likely to be necessary.  The first should be designed to
serve the small-scale commercial sector in rural areas, including commercial farming activities,
small-scale agro-processing and non-agricultural investments in rural areas.  While private
commercial farms comprise only a relatively small percentage of total farms, they are likely to be
the ones driving future growth in the sector and producing most of the marketable surplus.
Small-scale processing is likely to take the lead in non-agricultural employment generation,
providing an outlet for marketable farm surplus.  Credit will be necessary to help commercial
farms and rural entrepreneurs rebuild after the conflict, to make new investments, and for
working capital.

40. A second type of financial institution will be required to serve farm and other rural
households on the micro-scale end of the credit spectrum, which comprise the vast majority of
households in rural Kosovo.  Rural households in Kosovo are typically engaged in a variety of
farm and off-farm activities.  They will require small loans – for both their farm and off-farm
investments – and saving facilities for small deposits, both, of which are hard for a conventional
bank to provide as they necessitate very particular delivery mechanisms.  Therefore, the small
farm and rural household group is likely to be better served by non-bank financial intermediaries
such as a rurally based microfinance institution following, for instance, saving and credit
associations or credit union type approaches.

41. Immediate steps should be taken to initiate both types of institutions.  There are many
successful models of microfinance institutions and organizations that have a long and proven
track record in microfinance development.  Building on this experience, a non-bank financial
institution could be initiated relatively rapidly in rural areas to serve rural clients.  Agricultural
and rural banks, by contrast, cannot be established as rapidly as they require more institutional
development and a more elaborate regulatory framework to operate effectively.  In both cases,
operations should be established under an adequate regulatory and supervision framework on
which UNMIK is actively working.  Immediate steps are being taken to clarify the banking
regulatory environment. Market research should also be initiated to clarify what type of rural
finance institution will be best suited to the entrepreneurial environment in rural Kosovo.

                                                  
16 The SME Credit Program is described in more detail under separate cover (see annex on Private

Sector Development) in the Kosovo Reconstruction and Recovery Program.



13                                                                                                Relaunching the Rural Economy

Operational viability and lending soundness are central to the development of such financial
institutions in rural areas.  These requirements may, however, conflict with the possible desire on
the part of the donor community (and rural clients) to channel large amounts of resources quickly
into rural and agricultural sector investments.

42. Securing rights to land and real estate properties is a critical element of private sector
development in the rural economy.  This will require review, formulation, and adoption of new
systems and legislation pertaining to property rights, transactions, and registration to allow for the
development of a secure land and real estate market that is trusted by credit institutions.  The
current state of non-registered property titles will require a province-wide public investment
requiring several years to formalize, to develop, and make sustainable, the necessary land
registration and cadastral systems.

43. Theme 3: Support to Institution Capacity Building.  As with the above, policies and public
investments associated with capacity building and the establishment of an institutional framework
for the agricultural sector would be initiated from the beginning of the year 2000, while
recognizing that such endeavors require a longer development period. One element of such
institution building consists of establishing the minimum agricultural administration essential to
respond to the needs of the sector, while limiting public involvement and employment to a few
core functions covering: (a) agricultural statistics; (b) zoo-sanitary and key veterinary diagnostic
services; (c) quarantine facilities; (d) food quality and safety; (e) a simple agricultural information
service drawing on mass media; and (f) a small agricultural secretariat at the executive level
(assisted in policy analysis and formulation capabilities) and with very limited representation at
the municipal level.  Experience suggests that it is relatively easy to expand an agricultural
administration as the public takes on (and can afford) broader functions, but it is difficult to
repeal an over-staffed administration at a later stage.

44. Institutional issues that need to be addressed in the medium term pertain to: (a) cooperatives
and associations to allow for the voluntary development of producer cooperatives and
professional associations, which are important ingredients of a functional rural economy; and (b)
maintenance of price and trade policies which ensure efficient markets and the free flow of
internal and external trade.  Technical assistance will be required to support the development of
voluntary producer cooperatives and professional associations.  Forest and water management
will require public institutions able to protect and sustainably manage such resources.  Re-
establishing the higher level agricultural education and adaptive research system would equally
be supported under the program.

45. In the following section the program components (comprising both elements of policy and
investment) previously summarized under the three themes are described in greater detail.

Theme 1:  Partial Reconstruction Aimed at Jump-Starting Agriculture

and the Rural Economy

Food Security and Rural Social Welfare

46. The first three months of the post-conflict period has been characterized by a strong
humanitarian response and rapid economic recovery, but a slow re-establishment of government.
A combination of food aid and market recovery has removed the immediate, post-conflict risk of
hunger and food insecurity in Kosovo.  Aggregate food supply will be adequate for the winter,



Kosovo:                                                                                                                                        14

and a rapid private sector recovery has partially re-established marketing systems and stabilized
food prices.  Individual and household food insecurity remains widespread but it is now an
income problem, rooted in the loss of assets and jobs.

47. Food insecurity was also widespread before the conflict.  As there was an adequate supply of
food, pre-conflict, food insecurity was also an income problem.  Wages were low, food budget
shares were high, and Kosovar Albanians were largely excluded from the formal programs and
institutions which provided a social safety net.  Remittance income, family support mechanisms
and the activities of the Mother Theresa Society (a Kosovo-based charity) reduced some of the
resultant hardship, but a high level of child stunting (10% of all children) indicates that these
responses were insufficient.  Families without remittances and with little land were probably the
most vulnerable.  A high proportion of children with stunting also suggests the need for a review
of child nutrition and related aspects of public health.

48. With the support of numerous NGOs and the Mother Theresa Society, WFP implemented a
blanket program of food-aid distribution from mid-June to mid-September which reached an
estimated 1.7 million beneficiaries at an estimated cost of US $80 million for July-December
1999.17   The food aid ration consists of 12 kg wheat flour, 2 kg pulses, 1 kg rice, 0.3 kg sugar,
0.2 kg salt and 0.5 kg of canned meat or fish (per person/month).  From mid-September to the end
of March 2000 the program will focus on a smaller, targeted group of 900,000 beneficiaries,
equivalent to 50% of the population.  Once the winter is over, the program will be further scaled-
back to cover an estimated 35% of the population (600,000 people) until June 2000.  Subject to
continued recovery of the economy, WFP will probably discontinue food aid after June 2000.
Recovery of incomes in rural areas will be one critical aspect in this regard.

49. The targeting criteria which will be used to scale down the program have been proposed by
the Mother Theresa Society.  These criteria give priority to households which have suffered most
from the conflict, due to damaged housing and displacement, rather than more specific sources of
food insecurity such as low incomes and loss of assets.  While there is undoubtedly a strong link
between conflict damage and displacement and current food insecurity, this approach
nevertheless is predisposed to the following errors of omission and inclusion: (a) low income
rural people with little direct damage to their houses may be excluded even though they have
suffered heavy livestock losses, are unable to plant their crops, or have no remittance income; and
(b) wealthier families in heavily damaged areas may receive support they don’t need.  The
targeting criteria could benefit from some review to minimize inclusion/exclusion errors; an
alternative targeting process which involves community-based recipient selection is presented at
the end of this document.

50. Markets for food commodities are now operative throughout Kosovo and, on average, prices
have returned to levels below those which prevailed before the conflict.  However in the more
isolated, heavily damaged rural areas the combination of conflict damage and low consumer
incomes has delayed the re-opening of local shops.  Food aid has also depressed private sector
trade of flour, sugar and vegetable oil.  But as most traders have a diverse product base they do
not appear unduly concerned by this fall in demand.  Indeed, in the major urban centers where
recovery has been strongest, increased competition among private traders has contributed to the
fall in food prices.  Imports now come from a wider range of countries although a large

                                                  
17  The WFP program in Kosovo is part of regional program for the Balkans.  At a total cost of around

US$105 million for the July – December 1999 period, roughly ¾ is being allocated to Kosovo.
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proportion of food commodities still come from the province of Vojvodinia, where producer
prices appear to have fallen relative to 1998.

51. In the medium to long-term food insecurity should be addressed by measures to support
economic growth and increase employment.  A comprehensive formal social safety net is also
needed, but it may be some time before this is established.  In the short to medium-term NGOs
and donor agencies involved in reconstruction programs should address the income-related causes
of food insecurity by targeting seeds, farm machinery and livestock to households and
communities which are food insecure even where their houses are not heavily damaged during the
conflict.

52. Minorities Issues. The question of whether and how to support minority groups, in particular
Serbs and Roma in rural areas will require more research than has been possible to date. Overall,
it appears that in the case of the Serb minority in Kosovo, relatively little, if any, damages have
occurred to farm assets. The issue hence seems less to provide Serbs with support to re-start
economic activities but rather to ensure satisfactory security arrangements, in particular to Serbs
living in isolated enclaves throughout the province. Ensuring security for minorities in Kosovo
clearly goes well beyond the scope of this note.  Some Roma, but possibly also other minorities in
rural areas (including some Serb families) having been traditionally confronted with low levels of
income, may in the future be dependant on social welfare assistance and require special attention
in this respect. Again, more thought will be required in the near future to provide an adequate
policy response on how to handle minorities issues in rural areas. At the moment, however,
security is the overriding concern.

Agricultural Relief Operations

53. There are currently an estimated 250 international NGOs operating in Kosovo which mostly
arrived after June 1999.  About 10 to 15 of them are at least partly involved in agriculture, of
which only five or six can be considered as providing substantial relief to the sector.  These are:
(a) Mercy Corps International, financed by OFDA, which has the longest involvement in Kosovo
dating to before the conflict; (b) ICRC (financed by the Norwegian Red Cross); (c) World Vision;
(d) GOAL financed by Irish public donations; (e) ACTED financed by ECHO; and (f) Action
against Hunger.

54. Under the coordination efforts of FAO relief operation unit (TCOR), NGOs focusing on
agriculture are mostly (if not only) involved in very short term relief support by supplying
farmers with some of the means to restart 1999 farming activities after the disruption from the
conflict by:

(i) helping the repair of combine harvesters to increase the area of wheat harvesting.
World Vision is implementing the repair of 100 combines (out of a total of 1400 units
before the conflict) for about US $0.15 million;

(ii) providing annual inputs (seeds, fertilizers, some chemicals) for the Autumn 1999
sowing season (wheat, some vegetables).  All six above mentioned NGOs are heavily
involved in these operations, with FAO providing coordination and quality control of
the seeds.  This is estimated to absorb more than 50% of the budget and time of these
NGOs.  Total quantities of seeds delivered will have reached about 16,900 tons for a
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estimated cost of about US $6 million; and some 9,700 tons of fertilizers for around
US $1.4 million.18

(iii) starting to repair part of the fleet of tractors which has been heavily damaged during
the conflict.  Altogether, these 5 first NGOs intend to repair about 3,000 tractors within
the next 6-12 months19 for a budget of about US $5 million.  According to the
FAO/WB damage survey on agriculture, this repair program would cover only about
one fifth of the total number of tractors which would need repair as a result of the
conflict (estimated at 15,000 units).  This underlines the scope for extension of some of
these programs.

(iv) other localized activities includes the supply of vegetable seeds and hand tools (MCI),
the supply of hand pumps (MCI) and motor pumps (AAH), the supply of 2,000
Urea/molasses mineral blocks (MCI), and miscellaneous interventions.

55. All these activities are aimed at urgently repairing some of the damage caused by the recent
conflict.  These rapid interventions have been crucial in some areas to accelerate the access of
damaged farms to some minimum means to restart some of their activities.  Yet they have their
limitations: (a) most of these NGOs are reported to be overwhelmed by the demand from farmers
to extend their interventions on tractor repair and replacing some of their lost assets.  They cannot
respond to this demand because of funding constraints and because the need to respond on a day-
to-day basis to urgent requirements prevents them from enlarging the scope of their interventions;
(b) they are geographically concentrated according to specific “areas of responsibility” of the
NGO; and (c) with two exceptions, they are not involved (and they will not be without external
support) in re-investing in farm assets.  These two exceptions are the shipment by air of about 500
cows (for US $1.3 million) financed by the Swiss to be delivered in some 3 villages.  In view of
the risk of such an operation before the winter, there will be a need to import all necessary related
inputs such as fodder and veterinary assistance; MCI has imported about 25 tractors to be leased
to 25 villages (out of a total of some 1,900 villages) to rapidly undertake field operations.  Again
these operations are localized and provide an important yet limited contribution given the scale of
the damages.

Reconstruction in the Agricultural Sector

56.  Livestock. Small household farms have traditionally been part of the rural economy
throughout the Balkans and particularly in Kosovo.  In addition to the production of wheat and
horticultural crops, the maintenance of a few cows (average of four per household) for the
                                                  
18 While significant, these amounts are nevertheless a fraction of fertilizer and seed requirements during

the cropping season.  The following gives an indicative order of magnitude regarding fertilizer
requirements: assuming 100,000 ha of wheat and 100,000 ha of maize with 200 and 300 kg fertilizer
application per ha, about 50,000 tons of fertilizers are conservatively required.  An additional 20,000
tons of fertilizer for other crops (vegetables, alfalfa), amounts to a total requirement of about 70,000
tons of fertilizer per year.  This compares with an average of 120,000 tons annually used during the
80's by private farmers.  From 1988 on, this figure progressively decreased to 23,500 tons in 1996
(after a low of 12,700 tons in 1995!).  A further open question will be the supply of hybrid maize seed
which is required by early Spring.

19 GOAL repaired 500 tractors for about DM 1 million, ACTED about 150 tractors for about 150,000
Euros, MCI will provide worth US $450,000 of spare parts and tool kits for mechanics; World Vision
has provided tool kits to 25 mechanics and will repair a few hundred tractors; ICRC intends to repair
2000 tractors in 5 municipalities for about 8 million DM.
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production of milk and milk products for domestic consumption, with eggs and meat from
backyard fowl, contributed significantly to household economy.  Most importantly animal
products are a source of protein, particularly for child nutrition.  Ninety percent of the national
cattle population of approximately 421,000 head were, prior to the conflict, distributed among
some 100,000 to 150,000 farm households.  The distribution of a similar national population of
sheep was very much more skewed, and their ownership concentrated in only 6% to 7% of
households.  The greater demands of sheep husbandry and particularly their shepherding to
upland pastures for summer grazing, provide reasons for this.

57. Ten years of civil unrest and the recent conflict have caused widespread destruction of farm
assets and wrought tremendous economic damage to animal husbandry in particular.  It is
estimated that the cattle population has been reduced by 53% and sheep by as much as 65%,
leaving many households without cattle, the crucial element of their household economy.  In
addition livestock housing has been damaged and the conservation of winter feed severely
curtailed.  The recovery of ruminant farm livestock populations will, due to their limited
reproductive capacity, be slow and it may be expected to be ten years before former numbers of
these species are restored.

58. In response to the priority identified by the Agriculture Damage and Needs Assessment
Survey (56% of interviewed farmers mentioned the purchase of cattle among their first five
priorities20), the program would try to make available at least one cattle to those most vulnerable
families who have lost all their animals during the conflict and who cannot afford re-investing in
animals without external support. Carefully selecting beneficiaries in the most damaged areas
who have lost all their cattle, but can provide some animal shelter and the skills to look after
replacement animals, will have an impact at both the household level and also in terms of
rebuilding cattle herds. The purpose is not therefore to replace all lost animals (which would be
impossible and undesirable), but to select those particular families on the basis of a participatory
process at village level to ensure a proper targeting mechanism and the most appropriate
acceptance by villagers.  It is estimated that the total number of cattle which could be delivered
within 18 months would represent only some 15,000 pregnant heifers, or 15% of the aggregate
damages, and must be considered for the welfare benefits provided, rather than entirely for
reconstruction of the national herd. This activity would cost around US $30 million.  Local
private providers of inputs (animal feed and complements) and veterinary services would be
largely involved in the process.  However, due to the exceptional nature of this import in terms of
scale and time constraints for delivery, import of cattle through public procurement is
recommended.  The latter should, however, foresee the collaboration of international suppliers
with private Kosovar counterparts for in-province delivery up to the farm gate.

59. Benefits are considered to extend beyond the immediate recipients.  The rationale for
emphasizing cattle rests on their universal demand and the fact that cattle are now unavailable in
the province in the numbers required.  The program can mobilize skills for the procurement and
import of these animals which are not available locally at present.  The recovery of the other
domestic animal populations (sheep, goats, poultry) will be more readily addressed by local
enterprise.  Replacement of sheep and pigs will not be considered in the program as they have a
more rapid population recovery potential, and have been concentrated on a much smaller
proportion of households.  There are already indications that commercial poultry production is
being re-started.

                                                  
20  The ranking of priority needs mentioned by a sample of some 1,800 farmers interviewed in August

1999 is, in order: cattle, tractors, farm implements, and stable repairs.
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60. Agricultural Mechanization.  Farm mechanization in Kosovo had reached a fairly advanced
state of human and animal power substitution by engine powered machines in order to maximize
farm income.  The power sources used for this were tractors (mainly 25 to 30Kw 4 wheel tractors
and 8-10Kw single axle tractors) and suitable labor substituting implements (land cultivation
machinery, wheat harvesting machinery, and stationary machines such as animal feed grinders).
The tractor also plays a very important role in rural transport, being used for farm to field
transport for both family and inputs and outputs (fields can sometimes be 3-4 km from the
homestead) as well as a source of much wider rural transport as a number of villages are only
accessible by tractors during certain periods of the year due to the poor road network.

61. This process of private investment in tractors, which started 20-30 years ago, has undoubtedly
been accelerated in the last ten years by farming families investing remittances from abroad in
additional sources of farm power and labor saving machinery.  The farm tractor has made
possible the development of other more profitable sources of farm income (livestock), off-farm
activities (transport, trading, etc.) as well as releasing family members to work in non-farm
income generating activities both at home and abroad.

62. Farm tractors must therefore be viewed in a much broader light than just for direct production
purposes; it is a mistake to judge the viability and usefulness of the tractor just for cropping: it is
an important element of rural development and will play a major role in reconstruction of rural
areas.  Any economic analysis of the ownership and use of tractors must take into account the
much broader labor substitution factors, beyond the confines of its use in agriculture proper.  The
Kosovo farmer undoubtedly views the ownership or availability of tractors as an essential input
into maintenance and development of their livelihoods.  Now that houses, farm buildings and
other farm infrastructure have to be reconstructed, it is of little surprise that replacement of losses
of farm tractors and attachments is on the top of the list of priorities.

63. Over the last ten years the supply of farm machinery and the provision of services has
gradually been taken over by the private sector.  Spare parts were supplied by one or two large
companies as well as numerous small shops.  Repair services were provided by small repair
shops.  No franchised distributor/dealer network as commonly found in other Western European
countries, however, existed.

64. During the recent fighting, extensive damage to machinery and direct loss (theft and
destruction) has occurred.  No reliable recent figures are available on pre-conflict machinery
numbers.  1991 registration figures give about 32,000 tractors.  According to crossed information
from field visits, partial municipality figures and discussions with dealers, this number might
have had increased to an estimated 40,000 to 45,000 tractors in 1997.  The preliminary results of
the mentioned agricultural damage assessment survey suggest a pre-conflict tractor population of
around 58,000 tractors.  It is estimated that as a result of recent fighting, on average across the
province only 45% of this is now functioning, the rest being lost (29%) or damaged (26%) and
therefore in need of repair.

65. Prior to the conflict, across the province, on average, there seems to have been one tractor for
around every 2 farm households.  Subsequent to the conflict, the same figure is about one tractor
for every 3.5 farm households.  However, losses are not equally distributed throughout the
province.  Some areas have been largely devastated: for instance in the municipality of Peja only
10-15% of tractors are still operational, resulting in one tractor for every 16 farm households on
average.  In a number of villages, no single tractor can be used, which causes serious problems
for the inhabitants.  Hence, while at provincial level there seems to be an adequate supply of
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tractors in aggregate, the same does not hold true when taking a desaggregate view at the
municipal and, in particular, at the village level.

66. The aim of this program is therefore not to replace or compensate in full for these losses
which would neither be desirable nor feasible.  The objective is to cover the most basic needs in
terms of farm machinery in areas where their critical unavailability prevents the rural population
from initiating economic recovery on its own.  It has to be made sure that in those areas,
minimum requirements are met for: (a) agricultural activities (field plowing in Spring 2000 and
thereafter); (b) reconstruction of houses (tractors and trailers are urgently required for transport of
rubble away from destroyed buildings as well as to transport building materials from urban
centers to the rural areas), and; (c) rural transportation.  This would be achieved through the
identification and selection of absolutely essential needs, damaged farm machinery (on equipment
for which this makes technical and economic sense) and to complement this where necessary
through the provision of new equipment.

67. The final numbers of machinery needed within the program would be determined through the
targeted beneficiary selection process.  The process is proposed as follows: (a) identify the most
affected municipalities where needs are the more important (between 10 to 15 municipalities); (b)
within these municipalities, identify villages where there is a critical tractor deficit (i.e., less than
1 tractor to 5 families); (c) carefully investigate these villages to determine how this gap could be
filled in terms of possible repairs and supply of new pieces of equipment; (d) organize a
consultation with the villagers in order to decide who will benefit from tractor repairs, how the
new pieces of equipment will be allocated and how the entire community would benefit from the
investment through free services provided by the direct beneficiaries (in-kind cost recovery at
village level).  The program will build on the current activities of major NGOs working in farm
machinery by: (a) benefiting from the valuable and detailed information already collected at farm
level on about half of these municipalities; (d) extending some of the most relevant repair
programs; and (c) using their knowledge of the area and their capacity to respond quickly when
properly guided.

68. A parallel objective of the program would be to contribute to the development of the private
farm machinery suppliers.  Both repair programs and purchases of new pieces of equipment
would be undertaken in association with the existing network of dealers and repair workshops.

69. On the basis of damage assessment data, and an estimated minimum number of tractors of
one per five farm households and taking into account possible tractor repairs, it is estimated that
in the targeted areas about 5,000 tractors could be repaired and an additional 3,000 to 4,000 small
(25-35Kw) four wheel tractors plus ploughs, harrows and trailers should be provided.  This would
make a substantial impact on the house re-building program as well as provide the basis for a
rapid return to full crop and livestock production.  Estimated costs would be: tractors US
$40 million (based on 3,000 tractors); implements US $11 million; and tractor and combine
repairs US $7 million, giving a total cost of US $58 million.

70. Farm Inputs. Farm inputs were, prior to 1989, supplied through the agricultural cooperatives
and agrokombinats.  The promotion of subsidized fertilizer in the 1980s led to a peak in use of
170,000 tons (584 kg/ha arable land) in 1986, from which point it has steadily declined to the
officially recorded 23,000 tons in 1996.  This decline was directly linked to the exclusion of
Kosovar Albanians from cooperatives and the use of trade policy to restrict supply and raise
prices of variable farm inputs.  Although not available in the provincial statistics, anecdotal
evidence indicates that the use of herbicides and pesticides also declined, but that informal market
supply meant that the decline in use of all agro-chemicals was somewhat less than that officially
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recorded.  Private input traders became particularly active in dealing with seeds, fertilizers, agro-
chemicals and farm machinery, the provision of veterinary services and repair of farm machinery.
The private sector, however, operated under very difficult conditions; traders and service
providers nonetheless persisted, and up to 150 input supply shops were in operation pre-conflict.

71. In the post-conflict environment, donors are collaborating to supply inputs in kind for
agriculture including seed, fertilizer, and tractor services for the 1999 winter wheat crop,
livestock and livestock drugs and feed, some agro-chemicals and materials such as plastic
sheeting for greenhouses.  The volume of some of these inputs is substantial and input supply
traders are concerned with the falling commercial demand and prices for some products, notably
fertilizers.  While broad access and affordability of inputs continues to be required, every effort
should be made to ensure that such actions do not undermine the re-establishment of private
sector input supply.

72. Once the 1999 winter wheat crop and over-wintering livestock feed needs are met, it is
recommended that donors shift to a voucher-based input program for the 2000 agricultural
season.  The private sector, given sufficient notice, should be able to supply a comprehensive
range of fertilizer, maize and vegetable seed, agro-chemicals, most livestock concentrate feeds
and veterinary drugs (excluding vaccines).  The process would be greatly facilitated if donors
could agree to a common voucher format and denomination and collectively print counterfeit-
protected vouchers.  Input suppliers could then be familiarized with the vouchers and quantities
required prior to the year 2000 agricultural season.  The likelihood of a trade in vouchers
developing should be viewed positively, as an effective mechanism for optimizing voucher use.

73. The voucher-based input program would support the provision of subsidized inputs to
targeted beneficiaries for the year 2000 spring agricultural season only.  Distribution of vouchers
to recipient farmers would be handled through the network of national and local NGOs.  It is
estimated that about 1/3rd of farmers will require support at this time.  This should cover 75% of
the cost of: (a) land preparation, seed, fertilizer and harvesting (barley and sunflower) for one
hectare of maize, barley and sunflower crops; (b) livestock feed for one dairy cow during the first
three months of lactation and milk replacer for one heifer calf, which might otherwise be
slaughtered; and (c) and veterinary service vouchers for one cow and calf.  No subsidized input
program is recommended beyond summer of 2000.  The estimated cost of a targeted input
subsidization program to mid-year 2000 is around US $10 million.

74. Irrigation Infrastructure.  Irrigation, which was covering about 25% to 30% of the cultivated
area, had benefited from considerable investment (partly supported by the World Bank in the
1970s and 1980s) which had led to the development of more intensive cropping systems in the
most fertile plains of Kosovo.  As a result, Kosovo used to export some fruits and vegetables to
other republics of the SFYR.  However, the irrigation infrastructure suffered successively from
systematic neglect and lack of maintenance and investment during the 1990s and some direct
vandalization and looting of some of the structures, pumps and offices during the recent fighting.

75. Full rehabilitation of the irrigation schemes would require a comprehensive feasibility study
and careful analysis of the economic viability of the proposed investment.  In addition, this would
necessitate an entire re-thinking of how the infrastructure and water distribution should in the
future be managed in the province.  However, in the short term, some repair of critical parts and
structures as well as cleaning of some key sections (deferred maintenance) is recommended to be
implemented before the next irrigation season for the following reasons: (a) the increase of crop
productivity is likely to largely exceed the relatively inexpensive proposed interventions; (b) the
works are relatively easy to undertake and there is still a remaining capacity in the province
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which could be complemented by some contractors from neighboring countries with the same
types of infrastructure (FYR of Macedonia, Albania, etc.); (c) farm holdings are so small in these
areas that they need this means to intensify in order to become more viable; and (d) fixing this
infrastructure could prevent them from further damage (e.g. from flood flows) which would
become much more costly to repair.  Farmers or villages benefiting from these early repair work
of selected irrigation infrastructure should be asked to contribute up-front or in terms of
subsequent cost recovery to expenditures.

76. The purpose cannot be to restore the full capacity of the schemes but to rapidly maximize the
area benefiting from them, although imperfectly in order to provide some supplementary
irrigation to as large area as possible.  The target area is about 56,000 ha (out of an irrigable area
of 76.500 ha) over four years or around 14,000 ha per year.  This rehabilitation process would be
initiated by clearing main canals and intakes as well as key branch canals, re-equipping some of
the key pumping stations; repairing electricity supply to these pumps; and replacing some of the
vandalized structures such as valves, pipes, hydrants, etc.  A detailed list of necessary works is in
the process of being put together in the six major schemes and works could start during the winter
(electricity work and pumping stations) and at the beginning of next spring for field interventions.
At the same time, it is proposed to provide technical assistance in order to start to review, discuss
and establish the future management of the large-scale irrigation schemes.  A model of
successfully decentralized management of large-scale irrigation schemes can be found in Albania
where numerous private Water User Associations have for several years now taken on
responsibility for the management and maintenance of secondary and tertiary canals.  Other
approaches such as in the Former Yugoslav Republic of Macedonia are being implemented and
could also be reviewed for application to Kosovo.  The cost of this first intervention (over about
18 months) would reach about US $5-6 million.

Rural Infrastructure

77. Under-investment in rural infrastructure in Kosovo, a decade of neglect combined with recent
conflict-related damages has left the province under-serviced with regard to economic and social
infrastructure and services, in particular at the level of small municipalities, villages, and
marginalized communities.  A recent survey carried out in August 199921 indicates that priorities
for reconstruction at the village level range from rehabilitating or establishing drinking water
systems, local schools, demining, electric power supply, rural roads, and health care centers.
While the repair of homes and re-establishment of agricultural assets carries the highest priority at
the household level, communities are nonetheless seeking support to upgrade rural infrastructure,
particularly productive assets, in the immediate future.  Experience shows that to support
community-based infrastructure in a sustainable way requires systematic efforts of consulting and
involving local beneficiaries in objectives and activities.  It also requires a capacity of self-help
and determination at organizing one’s life, a capacity which Kosovar communities have
impressively demonstrated over the past decade.

78. In response to this need the donor community is in the process of establishing a Kosovo Fund
for Community Initiatives (Community Fund) to: (a) assist communities to rehabilitate or develop
basic economic and social infrastructure and services at the local level; and (b) support the
development of local governance structures that respond to the needs of communities in a

                                                  
21 See also Kosovo: Damage and Needs Assessment in Agriculture.  Preliminary Analysis.  September

20, 1999.
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transparent, equitable and accountable manner.  This Fund would complement, rather than
duplicate, other infrastructure investments by ensuring that demands expressed by local
communities do not fall between the cracks of the larger-scale programs.  The Community Fund
would finance small-scale projects identified as priorities by communities ranging from US
$10,000 – US $75,000, including small-scale social and economic infrastructure (repair of
primary and secondary schools, health clinics, recreational and cultural facilities, rural roads, and
water systems); community services (e.g. solid waste clean-up, support programs for the elderly,
the disabled, conflict widows, youth schemes); business development activities (vocational or on-
the-job training schemes, business services, support programs for business networks); and basic
community equipment (solid waste containers, vital equipment for utilities).  Local communities,
municipalities, and local NGOs and associations may apply to the Fund for financing.  The
Community Fund, which will operate on a Kosovo-wide basis, would accept proposals from
municipalities that have been endorsed by UNMIK.  The Community Fund will be implemented
in partnership with the Soros Foundation, and their local foundation – the Kosovo Foundation for
Open Society.  Currently US $4.0 million has been tentatively committed to the Kosovo Fund for
Community Initiative.  Total planned financing is on the order of US $20 million, dependent on
available funding.

Theme 2:  Support to the Private Sector in Rural Areas

Private Veterinary Services

79. Pre-1989, veterinary services were delivered through 28 Veterinary stations established under
self-management agreements.  These facilities, the size of which varied considerably, provided
office, storage and animal handling facilities and were sometimes combined with living
accommodations.  The premises were equipped with basic diagnostic equipment (microscope,
slides, stains, etc), refrigerator, veterinary instruments, and in most cases, equipped for AI
services for cattle.  The veterinary stations provided free vaccinations through periodic
campaigns, clinical services on a fee basis and AI services, usually on a fee per pregnancy basis.
Overall, the animal health situation in Kosovo was satisfactory, as it was in the rest of the SFRY
at that time.

80. Post-1989, Kosovar Albanian veterinarians were progressively dismissed from their
positions, not all of which were filled by Serb Kosovar staff.  The dismissed staff responded by
establishing a parallel private veterinary service, including at least one private drug wholesaler.
The level of cover subsequently provided by the veterinary stations is unclear, however.  It is
reported that anthrax and the clostridial diseases of ruminants have increased due to a lack of
vaccination cover; similarly with rabies in dogs and potentially with classical swine fever of pigs.
Q fever was not officially recognized, but anecdotal evidence suggested that it was in the past
responsible for high mortality in imported goats, and caused cases of human sickness.

81. During the conflict, roughly 50% of the veterinary stations were either severely damaged or
destroyed.  All will require some refurbishment, and possibly electrical re-wiring to provide
working accommodation.  Basic veterinary equipment, including syringes, needles, diagnostic
and surgical instrument and protective clothing and refrigeration facilities are all absent or in poor
supply or have been removed.

82. The 1990s have seen the development of a de facto private veterinary service in Kosovo,
which now has about 90 qualified veterinarians and veterinary technicians, who are allocating
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themselves across the Veterinary Station network.  This situation should be captured and
expanded through the consolidation of the private veterinary sector and its contracting to meet
essential public services.

83. The program would fund the refurbishment and re-equipping of the Veterinary stations at an
average cost of US $32,000 per Station.  The Stations would thereafter be transferred to the
incumbent veterinarians, either as a grant, through a long-term (over 30 years) "peppercorn" rent
or through payment in kind, delivered through two years of free services to government
coordinated mass vaccination programs.  There is a significant grant element associated with this
proposal.  The administrative efforts at cost recovery of a small (around US $1 million) program
does not warrant an all-out-effort at credit collection; second, the cost savings of completely
removing a larger group of veterinarians from the government payroll is likely to involve
considerable savings.  Given the recent loss of more than 50% of the livestock, only those
Veterinary stations with large service areas/populations are likely to be fully occupied.  This
provides the cost-effective opportunity for the contracting of essential public services, including
meat and food premise inspection, scheduled vaccination programs, some epidemiological studies
and test and slaughter programs (if any) to the private veterinary sector.

84. The veterinary profession must work within a professional framework that can address issues
of registration and professional standards, integrity and development.  This framework is usually
provided through a legislatively approved self-management process, typically administered by a
Veterinary Chamber.  The program would assist the nascent Kosovo veterinary association to
prepare the necessary framework for the establishment of a Veterinary Chamber, drawing
extensively on the recent experience of veterinarians in both the Former Yugoslavian Republic of
Macedonian and Croatia, which have both recently constituted their Veterinary Chambers.  The
estimated cost of this process, including study tours, legal advice, international TA is in the range
of US $100,000 to 200,000.  Public support to self-management in the veterinary profession
could be deferred into the second or third year of this medium term program.

85. Most veterinarians in Kosovo have missed 10 years of professional development.  Their
participation in technical refresher training is essential if they are to provide a competent
professional service to their clients.  Training will also be required in business management and
sanitary inspection.  A comprehensive training program would be developed in collaboration with
the Faculty of Agriculture at Prishtine University.  The estimated cost of this activity is US
$60,000 per year for years 2001-2003.

Agro-Processing Industries

86. Food processing in Kosovo is limited to essential industries such dairies, fruit juices, water
bottling, slaughterhouses, flourmills and bakeries, sugar mill, poultry and wineries.  State owned
agro-processing infrastructure largely escaped conflict damage, but have deteriorated through a
decade of neglect and a longer period of mismanagement.  Smaller scale, privately owned agro-
processing enterprises were specifically targeted during the conflict and many have been
damaged, some extensively.  Beyond conflict-related damages, most processing enterprises are
currently non-operational due to limited access to raw materials, and absence of working capital.
Most plants operate with outdated technology which is frequently at least two generations behind
state-of-the-art machinery and equipment.  Supporting infrastructure for the efficient running of
enterprises is inadequate; this includes power, water, transportation; as well as basic plant
equipment such as boilers, generators and in some cases, physical structures such as buildings.
Environmental, sanitary and safety conditions in most plants are primitive, some bordering on
being dangerous.  Since 1989, key managers, workers, foremen, laboratory staff, accountants,
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marketing personnel etc. of Kosovar Albanian origin have been forced out of their positions;
consequently, very few of the staff that are now moving back to the companies (generally
socially-owned) have had any work experience in these enterprises in the last eight to ten years.
In addition, key management documents (financial, technical) which are critical to enable
investment decisions are no longer available.  The post-conflict agricultural sector will require a
new mix of small to medium-scale agro-industry, capable of producing a more diversified range
of higher quality products, mostly for the domestic market.  This will require substantial
investment in enterprise renovation and restructuring, as well as in management and technical
training.  Financial and technical support to private agroprocessing companies will be a key
element in re-launching the rural economy in terms of generating non-agricultural employment
and providing critical markets for agricultural products.  Conversely, establishing an efficient
food industry will also depend on the re-launching of agricultural production.

87. Privatization of State-owned Enterprises.  The state-owned agroprocessing enterprise sector
includes flour mills and bakeries, dairy factories, feed mills, a sugar mill, wineries, a vegetable oil
extraction plant, slaughterhouses, fruit juice and soft drink factories, vegetable processing and
dairy and poultry production centers.  This resource is often outmoded, frequently over-staffed,
and has paid insufficient attention to product quality and market presentation and has experienced
decades of benign and, more recently, willful neglect.  Experience indicates that the rapid
privatization of socially owned resources carries the least economic cost, provided the new
ownership has the resources to re-capitalize the business and the business acumen to raise
efficiency and product quality and explore new markets.  It is suggested that privatization (of
non-land assets) of socially owned agroprocessing enterprises be carried out on the basis of
ownership transfer through local tender,22 either before or after elections.  This method is easy
and quick to implement and would be combined with pre-qualification of bidders on criteria
aimed at establishing their genuine ability to invest in and manage the enterprise in question.  As
the objective of this program would not be to raise revenues, but to transfer assets into private
hands and maximize the injection of capital into the enterprise, it would be preferable to select the
winning investors based on the amount they are prepared to invest.  Although one would expect
the vast majority of investors in these enterprises to be domestic, there would be no reason for
excluding foreigners from participating in these tenders.  Kosovo provides a unique opportunity
for privatization in that most, if not all, state-owned agro-industry is now moribund.  In most
cases processing operations have ceased and require equity capital to be re-launched.  The
process will, however, require flexible solutions to the issues of settlement with present owners
and of sale to buyers with the capital and skills to revitalize the business.  The strategy and
methodology for privatization of state-owned agrokombinats and other enterprises is described in
more detail under separate cover (section on Private Sector Development) in the Kosovo
Reconstruction Program.

88. Re-launching the Private Food Industry.  Privately owned agro-industry, including, inter alia,
wheat mills, bakeries, small milk processing plants and meat cutting and butchery shops, have
frequently suffered damage due to the conflict.  There is also a small body of private commercial-
scale farming in Kosovo that has been similarly affected.  Such companies are facing less
complex issues than their state-owned competitors and can resume their activities rapidly,
provided they can obtain funding to carry out necessary repairs and finance packing material and
other inputs; and provided agricultural raw materials become available.

                                                  
22  It is recommended that agriculture land assets under possession of state-owned processing enterprises

be taken for future disposal either through leasing or later through sales to the private sector.  In this
way privatization issues of land and non-land assets are dealt with separately.
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89. Lending to agro-industries, in particular the smaller-scale enterprises, rarely attracts the
attention of urban banks and credit agencies catering to medium size enterprises.  This is often
due to a lack of technical skill to assess loan applications and insufficient knowledge of the scale
and management of the associated risk.  A Small and Medium Enterprise (SME) Credit Program
is envisaged under the Kosovo Reconstruction Program23 which anticipates also serving
agroprocessing enterprises (across a broad range of enterprise sizes) as an important segment in
its future lending portfolio.  While the proposed SME Credit Program would exclude the very
large companies in Kosovo (such as those involved in mining or telecommunications) it would
include funding for the large-scale segment of the agroprocessing sector with loans ranging from
US $50,000 to US$500,000.  Funding is envisaged for private agroprocessing and agro-business
related enterprises for both working capital as well as capital goods investments.  Without
necessarily earmarking financial resources for the agroprocessing sector, the SME Credit Facility
would specifically tailor credit products closely to the needs of this subsector in terms of loan
size, maturity, collateral requirements etc.  To adequately serve the agribusiness and processing
clientele, the SME Credit Program would also establish and maintain a separate technical
agribusiness and food processing unit with experienced international and local staff that is
equipped to carry out the technical and financial appraisal of investments and credit applications
as well as of risks associated with agro-business.  The SME Credit Program (and hence funding
for the agribusiness sector) should be established rapidly and in conjunction with a sunset clause
that would foresee closure of this facility after a pre-announced period.

90. Management and Technical Assistance.  The Program also suggests establishing an agro-
business advisory services to: (a) provide managerial and technical assistance in the food industry
sector; and (b) assist in the preparation of credit applications for funding under the SME Credit
Program.  This agro-business advisory service would also support capacity building for loan
recipients, particularly in the fields of strategic planning and business management, finance and
accounting, and product quality and marketing.  This agro-business advisory services should be
separate from the SME Credit Program.

Rural Finance

91. Strong financial institutions that offer credit and saving services are a prerequisite for a
dynamic rural sector.  As there are currently no formal financial institutions operating in Kosovo
and even informal systems are limited, there is an urgent need to promote the development of
robust and sustainable rural financial institutions.  Credit will be necessary to help rural
entrepreneurs, commercial farms and small or subsistence farm households rebuild after the
conflict, to make new investments, and for working capital.  In the longer run rural families,
many of whom receive substantial remittances from relatives abroad, will also require deposit
facilities to keep their savings safe and generating a positive return.  One central function of a
financial system is to link net savers and net borrowers and to provide a mechanism through
which capital can flow to the highest return activities.  Without a financial system, capital cannot
easily flow to the highest return activities.  Capital markets remain highly segmented and are
typically restricted to relative networks where trust and family pressure substitute for more formal
collateral requirements.  Such highly segmented markets are inefficient, they inhibit growth, and
often exacerbate existing inequities in the society.

                                                  
23 The SME Credit Program is described in more detail under separate cover (annex on Private Sector

Development) in the Kosovo Reconstruction Program.
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92. In urban areas it is likely that once a financial sector regulatory framework is established
(including minimum requirements associated with the civil and commercial codes), private
commercial banks, potentially even foreign banks, may be interested in setting up an office in
Kosovo to profit from the considerable capital that is flowing in from relatives abroad and the
rapid growth of the business sector in the major cities.  But private commercial banks are unlikely
to move into rural areas even if a sound regulatory framework is established.  Private rural and
agricultural financial institutions are often the last financial institutions to develop due to higher
transaction costs associated with relatively small loan size (at least compared to commercial
business loans) and clients that are scattered across a wide geographical area.  As a result, public
and/or non-governmental organizations rather than private commercial banks typically take the
lead in building rural financial institutions.  But public or non-governmental support does not
necessarily mean long term subsidies.  The expectation is that only rural financial institutions that
are strong, sound financially, and financially self-sufficient in the medium term (e.g., 5 years)
deserve assistance.  While lending at commercial interest rates, it is likely that such institutions
will require subsidies to cover transaction costs.

93. In Kosovo, two types of rural institutions are likely to be necessary.  Both are non-bank
financial institutions for which potential (and not mutually exclusive) models are presented.  The
first type of rural finance institution should be designed to serve the commercial rural
entrepreneurs and farm sector, including small and medium scale agro-processing and non-
agricultural investments in rural areas.24  While private commercial farms comprise only a
relatively small percentage of total farms, they are likely to be the ones driving growth in the
sector and over time are likely to come to dominate the sector as small subsistence farm families
migrate to the cities in search of better employment opportunities.

94. One model suggested for serving the upper market in rural areas (but not the larger
agroprocessing enterprises) may be an agricultural financial institution similar to the successful
Agricultural Finance Company (AFC) operating in Latvia; or the Agriculture Finance
Corporation successfully working in Kyrgyzstan.  Both have a large commercial farm and a small
farm window.  The AFC in Latvia makes use of small satellite and mobile banking offices to keep
administrative costs relatively low.  A potential Rural Finance Company should also have a
sunset clause at which point in time the operation would be privatized.

95. A second type of financial institution will be required to serve farm and other rural
households on the smaller scale side of the credit spectrum, which comprise the vast majority of
households in rural Kosovo.  Rural households in Kosovo are typically engaged in a variety of
farm and off-farm activities.  They will require small loans – for both their farm and off-farm
activities – and saving facilities for small deposits - both of which are hard for a conventional
agricultural bank to provide as they necessitate very particular delivery mechanisms.  Therefore,
the small farm and rural household group is likely to be better served by a non-bank financial
institution such as a rural-based micro finance institution of the savings and loan association-
based type.

96. A number of NGOs and donors that work in microfinance are showing interest in setting up
operations in Kosovo,  including FINCA, Mercy Corp International, International Project Consult

                                                  
24 The SME Credit Program previously discussed is likely to predominantly service the larger scale

enterprises in the SME segment; also this SME Credit Program is envisaged for a limited period
subsequent to which it would be terminated.  The rural finance institutions suggested here are
envisaged to be of a longer term nature.
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(IPC), Opportunity International (OI), and UNDP25.  Each has its own service delivery
methodology and at least three serve different types of clients in the market.  The two types of
microfinance programs that are likely to include rurally based clients are:

• FINCA is a US-based NGO with over 15 years of experience in microfinance world-wide.
It specializes in group guarantee methods, although it also offers individual loans, and
provides small working capital loans to micro and small-scale entrepreneurs.  FINCA
anticipates getting funding from USAID for US $4 million, with US $1.2 million being
used for loan funds.  If funding is approved, FINCA hopes to start operations in Prishtine,
but then quickly moving to rural areas where it sees greater scope for reaching its
traditional client base.  Average loans are anticipated to be around US $300-$400.

• UNDP is exploring the possibility of setting up an institution that draws on lessons from
the experience with microfinance in Albania.  The Albania Development Fund included
rural clients and this may equally be the case in Kosovo if such an approach is started up
in the province.  The Albania Development Fund started with credit only through so-
called Village Credit Funds and later moved to Credit and Savings Associations a
transition that proved difficult to undertake; based on the Albania experience it is
suggested to establish credit and saving associations from the outset.

97. Immediate steps should be taken to initiate both types of institutions -- a non-bank
microfinance institution and a non-bank rural finance company, both with public support.  As
indicated, there are many successful models of microfinance institutions and many NGOs and
other organizations that have a long and proven track record in microfinance development.
Building on this experience, a non-bank micro finance institution could be launched relatively
rapidly in rural areas to serve rural clients.  Since microfinance institutions make small loans and
typically collect no or only small savings, (particularly at the start of their operations) they require
a less elaborate regulatory framework to start their operations.  At the same time, however, such
institutions also do require a regulatory framework that accommodates them as they grow.  This
typically implies a tax laws for non-profits and alternative banking regulations (e.g., they need
less strict capital adequacy ratios).26  Effective models for regulating non-bank financial
institutions exist in a number of countries (such as Kyrgyzstan) and efforts should be made to
incorporate such legislation into Kosovo's banking laws.  In particular, to avoid the creation of
potential Ponzi investment schemes, microfinance institutions will have to comply fully with
financial supervisory regulations once deposit taking activities are introduced.

98. Agricultural and rural banks or credit unions, by contrast, cannot be established as rapidly,
mainly because they require more institutional development and a more elaborate regulatory
framework to operate effectively.  Steps are being taken by UNMIK to clarify the banking
regulatory environment.  Immediate steps should also be initiated to carry out market research to
clarify what type of formal rural finance institution or company will be best suited to the

                                                  
25 OI and IPC may also have plans to serve rural clients but they are likely to be a wealthier group of

farmers, as the average loans sizes in these two programs are typically larger to small-scale enterprises
(e.g.,  US $1000 – US $2500 in the case of OI; US $2500 – US $5000 in the case of IPC).  Mercy
Corps has plans to develop in-kind lending for business rehabilitation, and has a project proposal
submitted to UNMIK; though it is not clear whether this initiative will focus on urban or rural areas.

26 It is also not uncommon for successful microfinance institutions to eventually evolve into banks.  This
process typically takes between 7 to 10 years.  When they transform into banks, they conform to the
conventional banking regulatory framework.
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commercial farm and rural entrepreneur environment in Kosovo.  Operational viability and
lending soundness are central to the development of financial institutions in rural areas.  These
requirements may, however, conflict with the possible desire on the part of the donor community
(and rural clients) to channel large amounts of resources quickly into agricultural sector
investments.

Land Titling and Property Registration

99. Background.  Three months after the end of the conflict in June 1999, property transactions
are once again taking place.  However they include illegal and forced occupation of apartments,
illegal construction on state lands, gun point real estate sales between ethnic groups, and
organized crime is also reported to be stepping into the vacuum cause by the lack of state control.
This situation has been building up since the early 1990s when real estate and housing markets
operated in an environment of distrust and bias, all contributing to the informality.  The end of the
conflict has brought little change.

100. There is no public sector land administration infrastructure to provide security for real
estate transactions, no publicly accessible system to prove property rights, no court systems in
place within which to seek justice and ultimately to guarantee property rights, and no cadastre
system to help prove rights.  One positive aspect is that private sector services have started to
spring up in support of the growing demand, especially for legal attorney services.

101. In the last decade, Kosovo’s formal systems of records of land administration have been
made grossly unreliable for several reasons:  (a)  un-registered transactions became the norm in
the 1990s resulting from several laws enacted in 1990/91; and  (b)  high transfer taxes (about
11%) and fees on transactions that created a great incentive not to register.  Moreover, before and
during the conflict an estimated 70% of the real estate market records from the cadastre and
transactions registered at court, have been removed and taken to FRY or to unknown locations in
Kosovo.  Until the end of September 1999, efforts to have these records returned had failed.

102. An over-arching factor affecting property registration is that with the end of the conflict,
public sector staff in the land offices have of necessity been completely changed.  Many of the
new staff, though, will be those who were retrenched in the early 1990s.  Unfortunately their
skills are now a decade out-of-date.

103. The new UNMIK administration has started to address housing, property rights, cadastre
system, and municipal administration actions, but not as a priority.  UNMIK proposes to work
with the laws that are available from the Federal Republic of Yugoslavia, and plans to re-
established land administration systems as they were in the past.

104. Importance of Land Administration Systems.  A land administration system serves as the
infrastructure to allow secure real estate transactions and encourage investments in industry,
farming, housing, and the physical infrastructure necessary to support equitable growth.  They are
important for modern economic development as they provide security for extension of credit, aid
in the management of state lands, and they reduce land disputes, support resource and
environmental management, and directly assist land-use planning and physical infrastructure
development.

105. In the light of the above, the poor state of land administration in Kosovo demands urgent
attention, as these support systems need to re-built or started.  It will take many years.  There is a
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chance in Kosovo to actually start with completely new systems; however, many years of bad
land management have to be addressed.

106. The recommended strategy is:

(i) Re-shape the role of the new government in land administration to one that facilitates
private sector actions and secure property rights, especially in land transactions, and
supports the private sector’s role in land development.  The state should not be the
major land developer, as in the past.

(ii) Move real estate into the control of the private sector and allow it to be used for
mobilizing capital and labor - i.e., get the land markets going again.  Re-start the
formal markets again, coupled with lowering of fees and taxes and sorting out which
agencies have the power to allocate state lands, and administer them.

(iii) Re-establish as soon as possible the real property rights registration systems under the
existing laws.  Thereby the "court book system" would be re-launched in the courts and
the cadastral system in the municipalities.  This should be coupled with a large public
information effort to inform all land holders, attorneys, and real estate brokers of
private rights and obligations.

(iv) Repeal the four laws (as identified by UNCHS – advisers to UNMIK) of 1990/91.  At
the same time develop remedies to address previous real estate transactions (as far as
possible) made under those laws between 1990 – 1999;

(v) Establish the proposed property rights tribunal to make decisions on real estate and
housing claims (as proposed by UNCHS Habitat), and a unit for the execution of the
tribunal’s judgements.

(vi) Prepare and implement a four year Kosovo Land Administration, Titling and
Registration Project (KLATRP) to: (a) address the insecurity of tenure and land
holding in Kosovo; and (b) develop new land administration systems.  The goal would
be to re-establish formal land markets in Kosovo by systematically reinforcing and
reviewing property rights parcel by parcel, village by village, and registering those
rights in publicly accessible land offices.  This would aim to support secure
investments in real estate.

107. The KLATRP would have several components:  (a) legal framework and policy building,
and land administration system building; (b) mass regularization of real estate rights; and (c)
institution building of the cadastre and court registration systems.   The major output would be
about 500,000 parcels of land titled and registered in public registration offices over a 4 year
period in priority areas and the establishment of a modern sustainable registration system.  The
project cost would be about US $18 million.

108. Preparation and Studies to Prepare the Proposed Strategy and Project.  An international
and national team is required to prepare this project over the next six to nine month period
including critical studies.  A sum of US $500,000 is required to do this.  There is considerable
interest by donors in funding parts of the above proposed KLATRP project.  Coordination is
necessary as even at this early stage as there are several parties involved, including UNCHS
(Habitat), USAID, UNECE (MOLA), and the World Bank.
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Theme 3:  Support to Institutional Capacity Building

Agricultural Administration and Public Services

109. Agriculture is an inherently private sector activity.  In most countries, nevertheless,
agriculture takes place in a regulatory and services framework provided by the public sector.  The
scope of public administration in agriculture varies between countries, determined in many cases
by the set of specific policy instruments pursued, as well as available resources to fund civil
service payrolls.  Public administration of the agricultural sector in Kosovo, formerly provided
through an elaborate mix of public and social administrative services, has not yet been formally
re-established.27  The Program recommends that in the absence of personnel-intensive subsidy
and price intervention policies, an agricultural administration be limited over the medium term to
core regulatory and service functions of a clear public goods nature.  These include: a small
agricultural secretariat, agricultural statistics, quarantine and diagnostic services, agricultural
information and agricultural higher education.  Other administrative activities associated with the
agricultural sector should be deferred to a later stage and until fiscal resources are more abundant.
Implementation arrangements for the various investment proposed under this Program will be
elaborated separately and should remain outside of the mainstream functions of an agricultural
administration.

110. Agricultural Secretariat.  An Agricultural Secretariat would be established within
UNMIK to: (a) monitor the agricultural and food situation in the province; (b) provide policy
analysis and guidance (including drafting of regulations and legislation); and (c) oversee the
implementation of agricultural related regulations and services provided by other public units (see
below).  The Agricultural Secretariat will provide a link on agricultural matters between UNMIK
at the level of the provincial capital and: (a) municipalities (or cluster of municipalities as
determined by UNMIK); (b) representatives from different Kosovar groups; and (c) with the
international donor community at large (including NGO coordination).  The Secretariat will
comprise a Secretary of Agriculture, and some four professional staff (composed of two
international, two national professionals) with a broad economic, legal, administrative and
technical background.  The Agricultural Secretariat would also provide five national agriculture
staff to the five clusters of municipalities through the province.28   The Secretariat will also
include a normal mix of support staff.

111. An Agricultural Policy Unit (APU) comprising three national and up to three
international policy analysts and reporting to the Secretary of Agricultural would also be
established.  The APU will be provided with funds for contracting local providers to conduct field
studies and surveys in support of policy analysis.  The Agricultural Secretariat will have the
authority to establish working committees to analyze and address policy and public investment
issues as deemed necessary.

112. The Secretariat and associated APU will be provided with offices, office,
communications and computing equipment and 8-10 vehicles (mobility will be very important
given the sparse and centralized administrative structure).  The estimated capital cost of

                                                  
27 Beyond the appointment of an agricultural advisor to UNMIK Pillar II and IV respectively.
28 Current (informal) practice is that each municipality has one Kosovar agricultural advisor or

administrator appointed by the leading local party.  Given the small size of the province, this level of
administrative decentralization does not seem justified for agricultural purposes.
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establishing the Secretariat is US $300,000.  Annual operating costs, including international staff
is estimated at US $500,000 for the first three years, and US $300,000 per year thereafter.

113. Agricultural Statistics.  Kosovo’s rural economy and agricultural sector is very poorly
described in available statistical databases.  Without reliable agricultural sector data and public
confidence in its accuracy, it will be difficult to develop and implement effective policies and a
public investment program in agriculture and the rural sector.  Previous experience in the Balkans
has demonstrated the difficulties of ensuring reliable collection and collation of agricultural
statistics through Central Statistical Offices (CSO).  This particularly applies to the timely
availability of accurate price and household income information, but also extends to the periodic
monitoring of agricultural production, and food processing activities.  The purpose of establishing
a separate agricultural statistical unit at this juncture would be to ensure a rapid and timely
quantitative definition of the sector to support urgent policy analysis and to establish statistically
robust methods for the systematic monitoring of sector changes.  It is expected that the role of
agricultural statistics management would be transferred to a CSO, once reliable monitoring
systems are established and the CSO has a demonstrated capacity to monitor this large and
important sector.  Carrying out an agricultural census should be considered at that time.

114. An agricultural statistics unit, comprising two agricultural economists (one international,
one national staff), two agricultural statisticians (one international, one national staff), two data
entry staff and up to 10 field-based part-time enumerators will be established.  The unit will
report to the Agricultural Secretary.  The unit will be provided with office space, office furniture,
communications and computing equipment, two vehicles, international technical backstopping
and funds for sector monitoring and targeted field studies.  Priority work areas would include the
development of reliable, timely and sustainable farm household income surveys, as well as
production forecasts (both crop and livestock).

115. Quarantine, Diagnostic and Testing Services.  Effective quarantine inspection and control
of both animal and plant material is therefore critical to the development of agriculture in Kosovo
and the protection of its citizens from zoonotic disease.  Quarantine has both border and domestic
dimensions.  The rapid identification and isolation of plant and particularly animal disease is
central to the development of a modern agricultural sector in Kosovo.  While some disease
identification services may eventually be provided by the private sector, such resources are not
immediately available and Government has an obligation to test for internationally notifiable
diseases and to make reliable arrangements for the use of reference laboratories when tests for
specific diseases are unavailable domestically, if it wishes to supply key international markets.
Epidemiological monitoring of notifiable diseases is another element of effective disease control.
Simple testing procedures now exist for critical diseases such as brucellosis and tuberculosis in
sheep and cattle, and Q fever and blue tongue in sheep.

116. The testing of agricultural products is another dimension of efficient agricultural and
public health protection.  Sanitary inspection and testing services are essential to maintaining
public health and confidence in the products in the food chain.  The required tests can be
conducted in a small, but well equipped, laboratory.  Some specialized testing, particularly of
seeds and planting material are also essential if a domestic plant reproduction industry is to
emerge.  Such tests can also be conducted with a limited amount of specialized equipment in a
small laboratory environment.

117. An existing agricultural laboratory building can be adapted to accommodate a proposed
Central Diagnostic Laboratory (CDL) in Prishtine.  The building requires refurbishment and
equipping with essential office, communications, computing and diagnostic and testing
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equipment and laboratory materials.  It is proposed that the diagnostic laboratory be staffed by a
bacteriologist, a serologist, a pathologist and a veterinary epidemiologist, together with
supporting laboratory staff.  The seed and planting material testing laboratory would require an
experienced plant pathologist and seed specialist together with a laboratory technician.  The CDL
covering both, animal and plant disease diagnosis would be administered by a Director reporting
to the Agricultural Secretary.  The estimated cost of establishing the laboratory is US $750,000,
with net annual operating costs estimated at US $300,000.

118. Given the limited resources likely to be available for quarantine inspection, it is
recommended that the importation of vulnerable plant and livestock material be restricted to the
main border crossing with the Former Yugoslav Republic of Macedonia and the Prishtine airport.
These two quarantine centers should be supported by a mobile inspection team working in close
collaboration with the proposed Central Diagnostic Laboratory (CDL).  Quarantine stations
would be established on the Former Yugoslav Republic of Macedonian border and at Prishtine
airport, and equipped and staffed.  Inputs are likely to include four inspectors at the Macedonia
border post and three at Prishtine airport, a two person administrative and mobile back-up team
would be based at the CDL.  A safe storage area and incineration facilities would be provided at
Prishtine airport.  Agricultural commodities subject to quarantine control would only be permitted
entry at these points.  All quarantine costs, including the cost of establishing temporary
quarantine facilities for imported animals would be borne by the market, through fees collected at
point of service.  The cost of establishing a basic quarantine service is estimated at US $300,000,
with annual operating costs estimated at US $200,000.  Further protection would be provided by
only permitting importation of vulnerable plant and animal material from countries approved to
supply the EU market.

119. Food Quality and Safety.  Food safety considerations are driven by public health
concerns and the public sector has therefore, in principle, a role in establishing appropriate food
safety measures and ensuring that industry complies with these national requirements.  In the near
term, however, a liberal approach is suggested in Kosovo as the public administration will not
have the means to enforce mandatory standards.  Attempting to enforce standards in the current
situation is likely to lead to rent seeking and a false sense of food safety on the part of consumers.
With regard to domestic food products in Kosovo, it is suggested that UNMIK adopt, on a
voluntary basis, food safety requirements based on the standards, guidelines and
recommendations of FAO’s Codex Alimentarius.  Food imports on the other hand should comply
with the relevant food safety provisions of the Codex Alimentarius.  In the case of food exports,
where relevant Codex standards do not exist, exporters will have to conform with the
requirements of the importing countries; for exports to the EU, UNMIK could establish contacts
with EU-based laboratories that could assist in food certification.

120. On the other hand, many food quality considerations should be left to the industry as they
are best placed to judge the requirements of the market.  Producers and processors will, however,
require public testing facilities for quality monitoring and to allow voluntary certification.  For
such certification, norms and specifications need to be established, in consultation with the
respective industries and which should aim at being compatible with the provisions of the Codex
Alimentarius.  It is therefore recommended that testing services be provided by the Central
Diagnostic Laboratory (CDL) – see above.  A small unit of three to four staff, capable of: (a)
carrying out required laboratory testing; as well as (b) managing contracts with qualified private
veterinarians for food processing and retail sales premise inspections; and (c) for the
establishment and maintenance of regulatory standards and associated public enquiry, would be
established and based at the Central Diagnostic Laboratory (CDL).  The unit would be provided
with office space and office furniture, communications and computing equipment.  The unit
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would also receive adequate funding for the training of qualified private veterinarians in food
premise inspection and the contracting of qualified inspectors to conduct random checks on food
premises in designated areas.  The estimated cost of establishing and operating a food quality and
safety inspection services is estimated at US $0.5 million per year or US $2.0 million over four
years.

121. Agricultural Information.  Kosovar Albanian farmers have missed out on ten years of
agricultural technology development and were both poorly informed on production technology
and modern farm management practices.  Given the historic low average yields achieved in
Kosovo, relative to both the FYR and Europe, and the fertile soils and extensive irrigation
infrastructure in the province, there is likely to be substantial residual productivity potential in
Kosovo's agricultural sector.  This will be realized, in part, as farmers progressively return to
higher levels of fertilizer and agro-chemical use.  In part, this will also be a function of improved
technical knowledge and farm management skills.  Given the high cost of formal agricultural
extension services, it is suggested that a cost efficient approach by systematically using mass
media be adopted as a first approach to technology transfer on a broad range of farm and rural
household issues.

122. An agricultural information unit responsible for disseminating information on key
agricultural technologies through mass media would be established within the Agricultural
Secretariat.  This unit would be responsible for contracting out to private providers in the
province the preparation of mass media technical advisory packages.  The unit would be staffed
by two specialists experienced in practical animal and crop husbandry and provided with office
space and office furniture, communication and computer equipment, as well as with a vehicle.
The estimated operating cost is US $0.5 million dollars per year, including the cost of a half-hour
of television time per week.

123. Agricultural Higher Education and Applied Research.  The Agricultural Faculty of the
University of Prishtine was established in 1974, founded on the basis of several institutes of
higher education in agriculture.  Like other institutions in the SFRY, the Faculty was an
autonomous body established through a self-management agreement and was financed partly by
public funds (70 %), with the balance coming from contracts with other organizations, mostly for
adaptive research work.  The faculty also contracted out its staff for planning and supervising
agricultural development projects.  Following the dismissal of most Kosovar Albanian educators
in 1989, a parallel university structure was established and functioned with very limited resources
and facilities through the 1990s.  Formal courses recommenced at the University in August 1999.
At present the faculty includes departments of agronomy and veterinary sciences.

124. The Agricultural Faculty would be supported through twinning arrangements with one or
more recognized international agricultural universities.  The program would include a staff
exchange program and the supply of essential equipment and building refurbishment.  The faculty
would also, with international TA support, be contracted to manage and implement an on-farm
technology testing and demonstration program for key agricultural crops.  The implementation of
the program, which would cost an estimated US $4.5 million over four years, would be tied to
negotiated agreements for the restructuring of curricula and degrees at the Faculty.

Professional and Farmer Association Development

125. Kosovo has a long history of associations and cooperatives within the agricultural sector,
which has however been limited by legislative and regulatory constraints.  There is, to date, a
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reasonable comfort level among farmers in joining and participating in different forms of
associative efforts in view of pursuing common goals.  A number of informal farmer associations
are already establishing in post-conflict Kosovo, particularly for the rehabilitation of the irrigation
schemes.

126. New Legislation on Cooperatives and Associations.  A new legislative framework is
required for the establishment of both farmer cooperatives and professional organizations in
Kosovo.  The recently drafted law on NGOs may form an adequate basis for the registration of
not-for-profit professional associations.  However, this requires further legal review, as such
associations will require specific charters and rules within the law.  The 1989 SFYR law on
farmer cooperatives addressed some of the shortcomings of the previous 1979 Law on the
Association of Farmers.  In spite of this, the entire legal basis for cooperative formation in
Kosovo requires revision and realignment with European law on this matter.  In particular, a
revised law must separate the issues of membership and management of cooperatives; link
membership and associated fees to the volume of cooperative trade by the individual member;
and ensure the indivisibility of the cooperative as an economic entity.  Once a new legislative
framework for cooperatives and associations has been established, technical and advisory
support, on a modest scale, should be provided to new efforts on the part of Kosovars in
establishing professional associations and cooperatives on the order of US $1 million over four
years.

Forest and Natural Resource Management

127. It is estimated that forestry contributes about 3% of agricultural GDP, a figure that does
not fully reflect the importance of this industry in terms of employment in the mostly remote and
mountainous areas where it is located.  Forestlands in most accessible areas are noticeably over-
harvested through short rotation clear cuts for fuelwood.  High canopy forests, in higher altitude
remote areas, have been particularly over-logged since 1990.  It has been estimated that the
demand for fuelwood could increase to 1,100,000 m3 during this winter (1999/2000) based on a
consumption of about 7 m3/household/year.  Ultimately this estimated demand may turn out to be
lower due to limited economic activities and the likely rehabilitation of the Prishtine central
heating system.  Nonetheless, it is anticipated that the fuelwood harvest in coming years will
considerably exceed the sustainable cut (550,000 m3 of fuelwood).

128. In 1989, forestland covered about 430,000 ha, 47 % of the total area of Kosovo, of which
266,000 ha are State-owned and 162,000 ha are private.  The forestland comprised roughly
72,000 ha of high canopy forests, 31,000 ha of medium canopy forests, 264,000 ha of low canopy
forests, and 63,000 ha of shrub and degraded vegetative cover.  Deciduous species, mainly beech,
are dominant.  Some limited pine stands exist, often in artificial plantations.  The standing volume
of the Kosovo forests in the mid-80s was about 30,400,000 m3 and the then annual exploitation
planning about 952,000 m3 consisting of 400,000 m3 of timber and 550,000 m3 of fuelwood.

129. Management of forest resources fell under the responsibility of 19 municipal Forest
Organizations.  While staff seems to be returning to their previous workplaces, these Forest
Organizations are now largely dysfunctional.   Forest industries in Kosovo comprise eight state
factories.  They were oriented towards the production of furniture and were supplied with logs by
the local Forest Organizations but were running below full capacity.  Since 1990, the activity of
some of these kombinats has gradually decreased and most of the modern equipment has been
stolen, with older machines left idle and without maintenance.
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130. Private sector forestry activities remained modest until the early 1990s when enforced
unemployment encouraged Kosovar Albanians to create their own (small) enterprises,
establishing between 20 to 30 wood enterprises in each municipality.  These are small sawmills
(20 to 30 m3 log/day), often combined with door/window manufacturing, employing 5 to 15
workers until the conflict.  Pine from Montenegro constitutes the main supply, mainly due to: (a)
the hardness of local species; (b) the difficulty in getting local supplies from the Forest
Organizations; and (c) cheaper prices in Montenegro.

131. In the absence of recent logging data, information on the forest resource base is lacking.
An inventory is needed to assess the state of the high canopy forests and to develop management
plans for all forest classes.  An assessment of the private mills and their machinery needs should
also be conducted.  Short training courses for industry employees and private forest owners are
required, addressing issues of sustainable forest resource management, machinery operation and
work safety.  Forest Organizations (the past medium of forest management), will need to be
restructured, preferably under new cooperative or association laws, and processes developed to
ensure community participation in forest resource management.  There is also a need to
commence the rebuilding of forest resources through large-scale forest planting programs which
could also form the basis of a public employment program.  Such a program would be
particularly important in rebuilding the economy of the many isolated, damaged, and
economically deprived mountain villages.  The estimated cost of this project, excluding its public
employment activity, is US $1.5 million.  The rehabilitation of up to 50,000 ha of forest and the
repair and construction of public works across the entire forest base is a much larger task.  It is
estimated that up to US $3 million per year could be spent on forest rehabilitation.

D. PROGRAM IMPLEMENTATION

Targeted Beneficiary Selection

132. In the absence of a market-based mechanism (such as, for instance, credit) the allocation
of agricultural assets provided under a reconstruction program requires a targeted selection of
beneficiaries.  A targeting mechanism will need to be designed and put in place to allow for a
transparent and objective selection of beneficiaries according to pre-announced criteria.  Without
doubt, targeting presents both conceptual as well as implementation challenges and the outcome
is likely to leave some stakeholders (some farmers, some politicians, some donors) dissatisfied.
There is an inherent trade-off between effectiveness (requiring high degree of procedures and
concomitant delays) and simplicity and efficiency (with the risk of higher inclusion / exclusion
errors).  In spite of shortcomings, both at the design and practical level, targeting is the only
known administrative, non-market mechanism that can credibly allocate resources in an
equitable, socially acceptable and efficient way, while allowing donors control over the allocation
process.

133. The following section provides a summary description of a suggested beneficiary
selection process to be potentially applied in the allocation of farm assets and services.  This is
clearly still a work in process and will require further refinement over the weeks to come.  The
suggested approach to targeting will entail a process of community consultation and require third-
party monitoring to ensure adherence to agreed rules.  Targeting would be organized as a three
level process: geographically, at village level, and at family/household level.  Geographical
targeting would involve municipality selection on the basis of agricultural damage incidence
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based on municipality-level data provided from the recent Damage and Needs Assessment Survey
in Agriculture.29

134. Within selected municipalities, the most needy villages would be identified through a
process of consultations which may include: (a) UNMIK-appointed local administrators; (b)
agricultural experts at municipal level; (c) village councils and leaders; (d) UNHCR/WFP and
KFOR field offices; (e) international and local NGOs with experience at the municipalities.  The
process would need to be supervised by an outside institution (for instance, international NGO on
behalf of a donor) to ensure that the checks and balance do work.  The process at village level
will focus on ensuring that the voice of the needy is recognized through community-level
consultation where the village council would make a proposal on allocating farm assets based on
pre-announced criteria, and decisions taken through a third-party NGO entrusted with ensuring
that selection and allocation criteria are indeed met.  This process will also ensure that the assets
are put to productive use.  The Mother Theresa Society household database could be used to
cross-check consistency in beneficiary selection.  Beneficiary villages would be selected on the
basis of the following (or similar) criteria: percentage of tractor damage and tractor and cattle
losses; tractor power deficits; and number of family farms/agricultural area.

135. Within selected villages, families would be selected based on the type of agricultural
asset to be provided.  In the case of farm mechanization assets the objective is to maximize the
agricultural production of arable land.  For tractor service delivery, family farms pertaining to the
same village or cluster of villages with clearly insufficient mechanization would benefit as a
group from the same machinery, for which one single farmer would be responsible.  Beneficiary
family farms of tractor services would be selected upon the following (or similar) eligibility
criteria: lack of agricultural machinery as a result of conflict losses; non-availability or
affordability of tractors to beneficiary family farms; high vulnerability of family farms due, for
example, to loss of family head and able-bodied men, or disabled and elderly members.  The
economic viability of farm units would also be considered in the allocation of farm machinery.  In
the case of cattle, the key objective of the cattle distribution component is to improve food
security of vulnerable households. Cows would assigned on a family basis, even if a household
includes more than one family, as a result of the housing shortage.  Eligibility would aim at
meeting needs-based criteria as well as ensuring that recipient farmers are able to care for, and
capable of using, cattle productively.  Selection criteria could consist of the following: loss of all
cows due to the conflict; severe destruction of housing; past experience in handling cattle and
capability to provide an adequate shelter for the animal; absence of foreign remittances by
relatives abroad; high vulnerability of the family from a food security perspective, i.e., families
headed by a widow with no able-bodied men, large families with several disabled or elderly
members.

Delivery Mechanisms: Voucher vs.  In-Kind

136. The short-term objective of re-launching the rural economy requires a limited
replacement or repair of lost or damaged farm assets as well as the supply of related services.
This is required to “jump start” the agricultural economy, provide some level of food security, as
well as increase agricultural production.  The economic effect of providing replacement assets to
recipients is similar to providing for additional liquidity at the level of beneficiary households.

                                                  
29 See also Kosovo: Damage and Needs Assessment in Agriculture.  Preliminary Analysis.  September

20, 1999.
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To provide liquidity three mechanisms are, in principle, available: (a) cash transfer; (b) vouchers;
or (c) in-kind distribution.  Cash transfers which would constitute an economic first-best
approach, is, by and large, an unacceptable proposition to the majority of donors (though not to
private Kosovars living abroad and providing remittances!) due to accountability and security
concerns.  It is hence assumed that this instrument will not be available in the context of re-
launching agriculture in Kosovo.

137. This leaves vouchers and in-kind delivery which share some common features, but also
important conceptual and practical differences.  Both instruments address a demand side
constraint on the part of recipients.  Both are to varying degrees fungible at the household level,
implying that the ultimate use of the additional liquidity cannot be controlled by donors (i.e.,
vouchers as well as tractors or cows can be sold on the secondary market, and the proceeds of
which will be allocated to any use the recipient sees fit).  Both require ex-ante identification of
beneficiaries through targeting or other procedures.  Neither instrument directly addresses the
supply-side constraints (i.e., ability of the private sector to organize logistics and finance import
and delivery farm inputs, tractors and implements, cattle, and services).

138. Vouchers will provide purchasing power to recipients and, in principle, freedom of
choice on what to spend this purchasing power, provided that no supply side constraints exist.
Farmers know better than outsiders what is required.  If supply side constraints exist, the
assumption is that private sector farm dealers and importers will seek to overcome these
constraints (including import financing) given sufficient time meet this effective demand.
Vouchers would therefore indirectly contribute to private sector development, though the
response lag cannot be predicted and may be considerable.  Vouchers require the establishment of
administrative structures that will allow for the printing, distribution, and a cash redemption
mechanism.  Vouchers are also subject to two types of fraud: forgery of the voucher proper, as
well as invoice fraud when vouchers are reimbursed.  To date, vouchers have been widely used
for mostly divisible low value goods, allowing small nominal values per voucher – as is the case
in the food stamp programs or for agricultural input supply.30  There is no experience to date of
vouchers having been used for high value, lumpy agricultural assets (such as tractors or cattle) in
a post-conflict environment.31

139. In-kind delivery is associated with centralized public procurement that leaves recipients
little choice beyond the scope of consultation efforts carried out prior to launching tenders.  A
major problem is that technology may be provided that is inappropriate or for which there would
otherwise be no demand, though this can be overcome, to some degree by demand surveys.
Tenders can to a large extent be specified to require international suppliers to link up with
national distributors to carry out in-country delivery and after-sale services.  This, however, may
or may not, have the same private sector development impact commonly implied with vouchers.
The procurement process is controlled by the public sector (including payment of international
suppliers), and if professionally handled, can manage the supply of large quantities in relatively
short periods that can be relatively well predicted.  A positive example of rapid and effective
central procurement and in-kind delivery can be found in Bosnia in the case of the Emergency
Farm Reconstruction Project supported by the World Bank and many bilateral donors.32  Once
                                                  
30  Romania Input Voucher Program: Design and Implementation.  T.  Castaneda, World Bank, 1997.
31 Though there is some positive experience with the use of vouchers for delivery of housing materials

in earthquake stricken areas (for instance, Mexico).
32  Bosnia and Herzegovina: Emergency Farm Reconstruction Project.  Implementation Completion

Report.  June 1998.
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delivery contracts are signed there is little further administrative costs (beyond delivery
supervision) associated with the in-kind approach as import and distribution to the farmer is
carried out by the international supplier in conjunction with the national partner.

140. The relative merits of vouchers versus in-kind delivery in the Kosovo context will depend
on two critical factors: (a) how severe supply side constraints are in terms of handling larger
quantities of different types of farm assets; and (b) how important timing is in re-launching
agricultural production.  With regard to the latter, the assumption is that timely delivery of
replacement assets during the coming cropping seasons is an overriding objective.  The former is
an empirical question that may require further research.  At present the understanding in this
regard is that the supply side is constrained to different degrees for different farm inputs and
assets.  Farm input dealerships (providing seeds, fertilizers, animal feeds and agrochemicals)
seem to be operating so as to pose little, if any, supply constraint.  The same, though to a lesser
extent applies to the provision of generic farm implements (ploughs, harrows, pumps etc.).  While
surprising progress has been made in terms of tractor dealerships the latter do not appear to be in
a position to provide large quantities over short periods of time.  The supply of breeding cattle to
date faces two major shortcomings: (a) the absence of local traders able to handle the logistics
and contractual arrangements associated with the import of large quantities of live breeding
animals; and (b) the need to meet quarantine and vaccination requirements in the absence of a
functioning public veterinary infrastructure in Kosovo 33.

141. Recommendation.  Against the trade-off outlined above, it is recommended to use
vouchers in the case of farm inputs (seeds, fertilizers, animal feeds), veterinary services
(assuming that the latter would be re-established early with donor assistance), tractor repair
services and delivery of standard-type farm implements.  For the supply of tractors, vouchers may
or may not work, depending on how supply constraints evolve.  In the case of cattle, vouchers
appear too risky and are hence not recommended.

Implementation Arrangements

142. Clearly the challenges of managing and implementing the proposed Program for Re-
Launching the Rural Economy are considerable.  The administrative challenges at the municipal
and community level, the multitude of policy and investments issues to be addressed on a tight
schedule, and varying donor procedural requirements all compound implementation.  While
implementation arrangements will require further discussion, the following attempts to break
down the tasks at hand into smaller clusters are aimed at making the process more manageable.
Two main ideas are suggested: (a) an early establishment of a functioning Agricultural Secretariat
within UNMIK which has the capacity to oversee the overall program and process; and (b) setting
up several Project Implementation Units accountable to the Agricultural Secretariat (or other
relevant parts within the UNMIK structure depending on the nature of the project) and which
would have the autonomy to implement respective projects or program activities.  No changes are
suggested with regard to the management of the humanitarian food aid program through WFP.
Equally, no major changes are suggested in FAO’s current coordination role of the NGOs
involved in agricultural relief operations, except for the requiring of systematic accountability of
FAO activities to the Agricultural Secretariat, if and when, the latter becomes functional.

                                                  
33  In the case of public import programs this requirement would be met through veterinary certification

in the countries of origin of suppliers (likely to be from EU member countries).
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143. The establishment of the following Project Implementation Units (PIUs)34 is suggested:
one PIU for the Agricultural Reconstruction Component (which would also handle the
administration of vouchers); one for the Rural Finance and Agroprocessing Support Component;
and one for the Land and Property Registration Component.  Activities related to the
establishment of an agricultural administration could either be assigned to a PIU directly
associated with the Agricultural Secretariat, or included under the activities of the PIU for the
Agricultural Reconstruction Component.  The mentioned PIUs would come on-stream as
project/component preparation progress over the months to come.  For each of the PIUs it will be
critical to allow for sufficient flexibility in order to accommodate varying donor requirements in
terms of procurement, reporting, financial management etc.  Similarly, the PIUs will need to have
sufficient flexibility of operations to incorporate activities carried out at the municipal level
through national and international NGOs.

144. The costs of managing the implementation of the program are tentatively estimated at US
$7 million over a period of four years, or 3% of total costs of the program.  Around 70% of the
administrative costs associated with the program would be incurred during 2000 and 2001.  These
costs will have to be borne by the donor community and are likely to be incurred on a project-by-
project basis.

E. PROGRAM COST ESTIMATES

145. Table 4 below provides an overview of cost estimates for the program described above.
The suggested four-year program has tentative costs of around US $235 million (including
investment and recurrent costs) of which around US $95 million would be incurred in 2000, US
$60 million in 2001, US $40 million in 2003 and 2004, respectively.  Around 60%  would go to
re-launching agricultural production, 25% to supporting private sector development in the rural
economy, and some 15% to institution capacity building.  The costs do not include project
preparation expenditures which are expected to be carried by the donor community on a project-
by-project basis.

                                                  
34  PIUs are generally separate administrative units accountable to a ministry, established for the sole and

temporary purpose of managing the implementation of a specific investment project or program.  The
technical and managerial demands of the latter are beyond the scope of responsibilities of normal
administrative structures.  In addition, they are temporary, leading to a closure of a PIU at the end of
the implementation period.  Besides supplying core technical skills pertinent to project demands, a
PIU generally would also carry out procurement, financial management and monitoring functions
which are key elements of accountability towards the donor agency.
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Table 4: External Financing Requirements for the Agriculture Sector
(in millions of US dollars)

First Phase (until December 2000)

Activity Before
March
2000

April to
Dec. 2000

Total

Second
Phase

(2001-2003)

Total

RELAUNCHING AGRICULTURE
Livestock 20.0 20.0 10.0 30.0
Farm Mechanization 38.0 38.0 20.0 58.0
-- tractor and combine repairs 3 4.0 4.0 3.0 7.0
-- tractor replacements 26.0 26.0 14.0 40.0
 -- farm implements 8.0 8.0 3.0 11.0
Farm Input 3 7.0 10.0 0.0 10.0
Irrigation 1.0 1.0 14.0 15.0
Rural Infrastructure (small scale) 5.0 5.0 15.0 20.0

Subtotal 6.0 71.0 74.0 59.0 133.0
PRIVATE SECTOR IN RURAL ECONOMY
Private Veterinary Services 1.0 1.0 0.5 1.5
Agroindustries 5.5 5.5 8.0 13.5
--agrobusiness credit facility (under SME
Credit program)

10.0

 -- agrobusiness TA 2.0
Rural Finance 30.0 30.0
 -- rural finance company 18.0
 -- rural microcredit 12.0
Land and Property Registration 15.0 15.0

Subtotal 6.5 6.5 53.5 60.0
INSTITUTION CAPACITY BUILDING
Agricultural Administration and
Public Services

4.8 4.8 12.0 16.8

 -- agricultural secretariat 0.5 0.5 1.5 2.0
 -- policy analysis and formulation 0.3 0.3 0.9 1.2
 -- agricultural statistics 0.5 0.5 1.1 1.6
 -- quarantine, diagnostic and testing 1.5 2.0 2.0 1.5 3.5
 -- food quality and safety 0.5 0.5 1.5 2.0
 -- agricultural information 0.5 0.5 1.5 2.0
 -- agricultural higher education/research 0.5 0.5 4.0 4.5
Professional and Farmer
Organizations

0.7 0.7

Forestry and Natural Resources
Management

12.0 12.0

Program Management 0.5 3.5 3.5 4.0 7.5
Subtotal 2.0 8.3 8.3 28.7 37.0

Total 8.0 85.8 93.8 141.2 235.0



Annex 1: Statistical Tables for Agricultural Production

Annex 1, Table 1: Industrial Crop Production

1990 1991 1992 1993 1994 1995 1996

Sugarbeet

   Area (ha) 409 0 19 0 106 0 0

   Production (t) 10,512 0 653 0 2,372 0 0

   Yield (t/ha) 25.70 0 34.37 0 22.38 0 0

Sunflower

   Area (ha) 5,590 5,759 6,307 6,166 4,711 3,243 3,622

   Production (t) 4,807 9,093 5,544 5,426 4,414 3,697 2,345

   Yield (t/ha) 0.86 1.58 0.88 0.88 0.94 1.14 0.65

Soyabean

   Area (ha) 0 0 0 10 0 12 0

   Production (t) 0 0 0 10 0 12 0

   Yield (t/ha) 0 0 0 1.00 0.00 1.00 0

Tobacco

   Area (ha) 2,217 2,042 1,959 1,823 1,748 1,714 1,323

   Production (t) 1,594 2,011 1,681 1,404 1,675 1,560 1,064

   Yield (t/ha) 0.72 0.99 0.86 0.77 0.96 0.91 0.80

Source:   Official Yearbook of Federal Republic of Yugoslavia (1992, 1994, 1996, 1998)
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Annex 1, Table 2:  Forage Crop Production

1990 1991 1992 1993 1994 1995 1996

Clover

   Area (ha) 1,902 2,004 2,716 3,084 3,209 3,968 3,763

   Production (t) 6,725 10,637 8,395 6,837 9,300 13,515 11,778

   Yield (t/ha) 3.54 5.31 3.09 2.22 2.90 3.41 3.13

Vetch

   Area (ha) 529 406 348 582 625 1,108 1,179

   Production (t) 3,186 1,316 891 1,025 1,814 4,627 3,761

   Yield (t/ha) 6.02 3.24 2.56 1.76 2.90 4.18 3.19

Alfalfa

   Area (ha) 16,821 17,705 16,458 16,204 16,771 16,937 17,587

   Production (t) 57,040 76,645 51,217 44,642 55,395 64,869 57,861

   Yield (t/ha) 3.391 4.329 3.112 2.755 3.303 3.83 3.29

Meadows

   Area (ha) 86,533 86,666 91,620 85,996 87,984 83,762 87,108

   Production (t) 168,393 201,845 140,453 118,073 143,502 177,324 140,244

   Yield (t/ha) 1.95 2.33 1.53 1.37 1.63 2.12 1.61

Pastures

   Area (ha) 175,134 178,457 176,581 173,453 181,646 183,849 175,646

   Production (t) 71,805 91,905 61,097 47,006 57,218 66,002 52,694

   Yield (t/ha) 0.41 0.52 0.35 0.27 0.32 0.36 0.30

Source:   Official Yearbook of Federal Republic of Yugoslavia (1992, 1994,
1996, 1998)
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Annex 1, Table 3:  Land Use

Private State Total

Arable fields & Gardens 261,045 30,407 291,452

Sown Area 249,260 14,328 263,588

    Cereals 186,016 6,931 192,947

    Industrial Crops 2,539 3,519 6,058

     Vegetable crops 28,007 184 28,191

     Forage Crops 32,698 3,694 36,392

Nurseries 0 25 25

Flowers 0 0 0

Trees 9 0 9

Fallow & Uncultivated 17,776 16,054 33,830

Source:   Official Yearbook of Federal Republic of Yugoslavia (1992, 1994, 1996,
1998)
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Annex 1, Table 4: Livestock
1990 1991 1992 1993 1994 1995 1996 1997 1998 Average

Cattle 420,000 426,000 420,000 404,000 411,000 423,000 410,706 402,000 421,488 415,355

  Milking Cows (No.) 222,000 229,000 227,000 224,000 223,000 244,000 237,019 229,000 233,472 229,832

  Milk Production (l) 263,000 266,000 286,500 303,700 322,100 321,800 327,000 298,586

  Milk (l/cow) 1,310 1,417 1,541 1,531 1,500 1,536 1,572 1,487

Sheep 400,000 430,000 416,000 419,000 412,000 389,000 374,736 369,000 365,349 397,232

   Breeding ewes (No.) 278,000 293,000 297,000 304,000 292,000 281,000 263,000 286,857

   Wool Production (kg) 758 530 535 518 469 423 539

   Wool (kg/head) 2 2 2 2 1 1 2

   Milk Production (l) 12,000 12,000 10,800 10,600 14,600 12,500 11,200 11,957

   Milk (l/head) 52 49 45 45 55 48 46 49

Pigs 63,000 67,000 68,000 70,000 71,000 84,000 80,197 73,900 68,972 71,785

  Sows & Preg sows (No.) 7,000 8,000 7,000 11,000 10,000 16,000 17,895 15,600 13,584 11,787

Poultry 5,586,000 5,273,000 3,758,000 2,563,000 2,243,000 2,528,000 2,869,510 2,576,500 2,838,443 3,359,495

  Egg Production (No.) 190,000 166,000 165,000 186,000 175,000 179,000 176,833

  Eggs (No./hen) 83 96 91 96 94 90 92

Horses (No.) 24,000 21,000 22,000 23,000 23,000 26,000 24,000 22,400 27,000 23,600

Source:   Official Yearbook of Federal Republic of Yugoslavia (1992, 1994, 1996,
1998)

Annex 1, Table 5:  Fertilizer
1990 1991 1992 1993 1994 1995 1996

Total (mt) 99,667 64,539 68,781 19,247 17,387 12,678 23,566

   Private (mt) 71,455 51,703 50,448 4,116 4,635 1,533 13,355

   Social (mt) 28,212 12,836 18,333 15,131 12,752 11,145 10,111

Source:   Official Yearbook of Federal Republic of Yugoslavia (1992, 1994, 1996, 1998)
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Annex 1, Table 6: Vegetables
1990 1991 1992 1993 1994 1995 1996 Average

Potatoes

   Area (ha) 8,690 8,518 8,720 9,109 9,488 9,914 10,670 9,301

   Production (t) 56,928 89,354 72,367 60,711 75,885 89,216 83,202 75,381

   Yield (t/ha) 6.55 10.49 8.30 6.67 8.00 9.00 7.80 8.11

Dry Beans

   Area (ha) 156 187 210 286 189 222 254 215

   Production (t) 70 349 139 229 167 218 249 203

   Yield (t/ha) 0.45 1.87 0.66 0.80 0.88 0.98 0.98 0.95

Peas

   Area (ha) 204 195 235 195 170 153 186 191

   Production (t) 351 575 806 319 233 412 224 417

   Yield (t/ha) 1.72 2.95 3.43 1.64 1.37 2.69 1.20 2.14

Cabbage

   Area (ha) 2,303 2,330 2,452 2,520 2,596 2,743 2,855 2,543

   Production (t) 22,754 28,405 23,905 24,573 26,217 29,125 32,833 26,830

   Yield (t/ha) 9.88 12.19 9.75 9.75 10.10 10.62 11.50 10.54

Water Melon

   Area (ha) 2,578 1,660 1,510 1,695 1,548 1,486 1,768 1,749

   Production (t) 13,532 22,098 16,862 15,169 17,314 16,391 23,373 17,820

   Yield (t/ha) 5.249 13.312 11.167 8.949 11.185 11.03 13.22 10.59

Tomatoes

   Area (ha) 2,147 2,167 2,153 2,213 2,307 2,375 2,740 2,300

   Production (t) 20,461 23,020 19,517 17,735 19,646 18,307 32,836 21,646

   Yield (t/ha) 9.53 10.62 9.07 8.01 8.52 7.71 11.98 9.35

Onions

   Area (ha) 2,578 2,573 2,440 2,542 2,583 2,800 3,082 2,657

   Production (t) 13,532 15,922 14,120 11,289 12,644 14,162 14,890 13,794

   Yield (t/ha) 5.25 6.19 5.79 4.44 4.90 5.06 4.83 5.21

Paprika

   Area (ha) 3,023 3,137 3,057 3,153 3,220 3,175 3,764 3,218

   Production (t) 24,254 26,846 22,359 22,178 25,934 24,155 30,752 25,211

   Yield (t/ha) 8.02 8.56 7.31 7.03 8.05 7.61 8.17 7.82

Total Other

   Area (ha) 12,989 12,249 12,057 12,604 12,613 12,954 14,649 12,874

   Production (t) 94,953 117,215 97,707 91,491 102,156 102,770 135,156 105,921

Source:   Official Yearbook of Federal Republic of Yugoslavia (1992, 1994, 1996, 1998)
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Annex 1, Table 7:  Fruits
1990 1991 1992 1993 1994 1995 1996 Average

Apples

No. of Trees in
Production

927,000 824,000 730,000 728,000 720,000 714,000 773,833

  Total Production (kg) 16,000 10,000 12,000 13,000 11,000 9,000 11,833

   Yield/tree (kg) 16.7 12.2 13.0 17.9 15.1 13.1 14.7

Pears

No. of Trees in
Production

418,000 370,000 385,000 385,000 401,000 406,000 394,167

  Total Production (kg) 7,000 5,000 5,000 7,000 6,000 5,000 5,833

   Yield/tree (kg) 16.6 13.4 17.0 18.7 13.7 12.1 15.3

Crab Apples

No. of Trees in
Production

55,000 51,000 57,000 39,000 62,000 57,000 74,000 56,429

  Total Production (kg) 600 500 1,000 600 800 500 924 703

   Yield/tree (kg) 10.8 9.7 18.0 16.1 13.2 8.5 17.1 13.3

Apricot

No. of Trees in
Production

43,000 42,000 43,000 43,000 44,000 46,000 46,000 43,857

  Total Production (kg) 300 400 800 700 700 800 754 636

   Yield/tree (kg) 7.4 10.6 20.0 16.0 15.4 16.4 16.5 14.6

Peach

No. of Trees in
Production

34,000 35,000 34,000 32,000 33,000 33,000 39,000 34,286

  Total Production (kg) 400 600 400 400 400 300 544 435

   Yield/tree (kg) 12.9 15.9 12.0 11.6 11.6 10.5 14.1 12.7

Total

No. of Trees in
Production

1,477,000 1,322,000 1,249,000 1,227,000 1,260,000 1,256,000 1,298,500

  Total Production (kg) 24,300 16,500 19,200 21,700 18,900 15,600 19,367

Source:    Official Yearbook of Federal Republic of Yugoslavia (1992, 1994,
1996, 1998)
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Annex 2, Table 1: Movement of Population during the War

At village level: Percentage

Households that stayed in the Village 23.7%

Households that escaped and returned 68.9%

Households that escaped but did not yet return 12.1%

At household level, amongst those who returned:

Stayed in the village of origin 25.5%

Moved abroad (refugees) 43.1%

Moved within Kosovo (IDP) 31.3%

Annex 2, Table 2: Damages to Farm Buildings

Number before
the War

Entirely
Destroyed

Partially Damaged Undamaged

Dwellings 100,000 44.1% 26.8% 29.1%
Animal Shelters 88,000 35.6% 10.7% 53.7%
Animal Feed Storage 78,000 44.5% 6.2% 49.3%
Machinery Shed 61,000 36.0% 6.6% 57.4%
Drinking Water
Wells

88,000 11.1% 12.2% 76.7%

                                                  
35 Source: Kosovo: Damage and Needs Assessment in Agriculture – Preliminary Analysis, Sept. 1999
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Annex 2, Table 3: Status of Implements and other Farm Machinery (%)

Total Number
in 1998

Functioning
Machinery

Out of Use Possible to
Repair

Lost
Machinery

Ploughs 78,465 56.3% 4.2% 2.7% 34.0%
Sowing
Machines

13,113 26.5% 8.5% 1.9% 59.8%

Harrows and
Cultivators

32,150 31.3% 5.3% 2.0% 56.9%

Forage
Machines

32,632 22.2% 4.8% 1.3% 64.1%

Other
Machines

85,862 44.1% 4.5% 2.4% 43.6%

Annex 2, Table 4: Damages to Farm Machinery

Tractors Motocultivators Combine Harvesters

I. Numbers Before the War 57,700 16,200 1,800
% of Households without
(1998, before war)

44.3% 84.0% 98.0%

% of Households with one Tractor 52.4% 15.4% 1.7%
% of Households with more than
one Tractor

3.4% 0.6% 0.3%

II. Age of the Fleet Before the War
Less than 10 years 47.3% 85.6% 43.4%
From 10 to 20 years 42.0% 14.0% 56.6%
More than 20 years 10.6% 0.4% -

III. Status of the Fleet After War
Functioning 45.3% n.a. 26.2%
Need a Little Repair 4.5% n.a. 11.8%
Need Some Repair 8.3% n.a. 14.0%
Need very Substantial Repairs 13.1% n.a. 15.4%
Out of Order 5.9% n.a. 8.2%
Lost / Stolen 22.9% n.a. 24.4%
Households with Functioning
Machinery in % of total households

25.8% 0.5%
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Annex 2, Table 5: Livestock Losses according to Farm Survey

Number of
Animals
in 1997

Number of
Animals
in 1999

Percentage of
Losses

Cattle 353,000 163,000 53.8%
Milking Cows 235,000 119,000 49.5%
Sheep 333,000 115,000 65.5%
Goat 40,000 10,000 75.3%
Equines 93,000 13,000 86.3%
Pigs * 14,000 11,000 19.5%
Poultry 3,200,000 500,000 84.5%

* Absolute numbers of pigs might not be accurate due to extrapolation constraints

Annex 2, Table 6: Share of Households Owning Livestock and Related Losses

Cattle Sheep Goats Poultry

% of Households raising livestock in 1997 90% 6.3% 3.0% 82%
Average No. of animals per household in
1997

3.5 54 14 40

% of Households who lost some livestock
(% of total)

60.3% 4.7% 2.0% 63.7%

% of Households who lost all their
livestock
(% of total)

25% 3.5% 1.6% 41.8%



Kosovo:                                                                                                                                        50

Annex 2, Table 7: Priority Needs in Agriculture Expressed on Individual Level (%)

Priority 1 Priority 2 Priority 3 Priority 4 Priority 5 Total

Purchase Cattle 13.8 16.1 13.7 7.5 4.9 56.0
Purchase Tractor 31.2 8.5 5.1 2.4 0.2 47.4
Purchase Implements 6.9 19.8 9.6 6.1 3.4 45.9
Repair of Stable 14.4 10.5 8.6 3.7 1.8 38.9
Purchase Poultry 1.7 6.9 9.2 7.5 5.8 31.2
Repair of Feed Storage 2.8 9.3 7.9 5.6 3.8 29.4
Provide Irrigation 3.2 2.3 3.9 3.8 3.8 17.0
Repair of Machinery
Shed

0.5 2.3 4.4 2.4 1.7 11.3

Purchase Motocultivator 3.8 3.6 0.9 1.5 0.6 10.3
Purchase Goat or Sheep 0.4 0.7 0.7 1.3 0.8 3.8
Other 11.3 1.8 1.5 0.8 1.1 16.5
No Answer 10.1 18.2 34.5 57.4 72.1 192.3

Annex 2,  Table 8: Preferred Cattle Breeds by Farmers for Restocking

Cattle breeds Share of breeds of total cattle population
Frisian 35.6%
Jersey 8.7%
Simmental* 26.3%
Brown Swiss 9.7%
Busha 5.7%
Other 5.0%
Not defined 9.0%

* including Montafon breed
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Annex 2, Table 9: Plans for Future Activities

Households which intend to continue farming 85.7%

Households which intend to leave farming 12.0%

Households which do not know 2.3%

Among those 12% which intend to leave farming,
they would:

Work in the public sector 13.4%

Do Trading Activities 5.7%

Run other Private Business 14.2%

Retire 3.1%

Not know what to do 63.5%

Annex 2, Table 10: Village Priorities for Reconstruction

Priority 1 Priority 2 Priority 3

Drinkable Water 25.2% 19.0% 5.8%
Schools 19.0% 23.9% 25.9%
Inactivate Land
Mines

14.1% 3.1% 4.3%

Electricity 12.3% 16.6% 14.4%
Roads 11.7% 9.2% 14.4%
Other 11.7% 8.6% 12.9%
Health Care
Centers

6.1% 19.6% 22.3%
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