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Ministria e Bujgésisé, Pylltarisé dhe Zhvillimit Rural
Ministarstvo Poljoprivrede, Sumarstva i Ruralnog Razvoja
Ministry of Agriculture, Forestry and Rural Development

Zyra e Ministrit/ Kancelarija Ministra/ Minister’s Office

I am pleased to be able to introduce you to Kosovo’s Agriculture and Rural
Development Plan for 2010-13. This update builds on the earlier document for 2007-13
that was approved by Government in April 2007 and the update of ARDP for the period
2009-13 and has an enlarged scope of measures included.

To get a comprehensive and more clear picture about our agriculture production and the
situation in our rural areas all data have been reviewed and the outcome of the newest
analyses of the most important agricultural sectors of Kosovo has been included. The
SWOT analyses from the origin document of ARDP 2007-13 was replaced by a totally
revised version.

An important change to the initial ARDP 2007-13 is the inclusion of direct support
measures, which strongly correspond to PillarI measures under the Common
Agriculture policy of the EU (CAP). The inclusion of this part was necessary in order to
adapt ARDP 2007-13 to a comprehensive and complete policy framework, mirroring
implemented support measures from the I and the II Pillar of the CAP.

In order to have really one comprehensive programme, other agricultural strategies like
the AgStrat -initiatives of USaid have also been integrated into this update of the ARDP.

ARDP 2010-13 is ambitious. It details many of the steps that Kosovo has to take to
restructure its agri-rural sector, in order that it can meet the obligations it will face as a
pre-candidate and candidate country, and subsequently as a member of the EU.

In reading this document, nobody should be in any doubt about what the Kosovars
want both for and from their agri-rural sector in the medium term. Further, in
implementing ARDP 2010-13, Kosovo is in the vanguard of stimulating positive and
sustainable change in the Western Balkans’ region of Europe.
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ARDP 2010-13 is focused on helping Government to achieve its agri-rural objectives. In
addition, it should help to create a sense amongst Kosovo’s rural population that the EU
accession and integration process has something positive to offer them.

ARDP 2010-13 creates an wupdatable, medium term planning framework for
development of Kosovo’s agri-rural sector that:

e links ARDP 2010-13 with important national planning activities e.g. the Medium
Term Expenditure Framework;

» identifies a policy framework (matrix) that links on a rational and consistent
basis domestic actions, (including import substitution and export strategies for
selected commodities), with priority donor-funded projects related to the Plan’s
measures;

e addresses the present domestic financial situation, and helps government to
target better its National Agriculture Programme funded through the National
Budget;

e helps Kosovo’s agri-rural sector to prepare for candidacy and the complex EU
pre-accession phase;

e outlines possible areas of cross-border and regional development cooperation, in
order to increase access to markets, as well as facilitate dialogue and
reconciliation; and

* takes into consideration the need to support local communities, as well as cross-
cutting issues such as ethnicity, gender, youth, migration and the agro-
environment.

Finally, it will take Kosovo some years to put in place the necessary structures to be able
to absorb large levels of financial assistance, particularly pre-accession structural funds
for rural development (available under Component 5 of IPA) that will become available
once Kosovo has become a candidate country. The purpose of this update of ARDP is to
provide a framework of actions that MAFRD will undertake during 2010-13 in the
agricultural and -rural sector, in order to help Kosovo become such a candidate.

Yours sincerely,

Minister of Agriculture
MAFRD

lt

Mr Blerand Stavileci, Minister of of Agriculture,
Forestry and Rurak Development

Pristina, 31 September 2010
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1. PREFACE

Kosovo’s Agriculture and Rural Development Plan for 2007-13 was approved by
Government on 4 April 2007. Since then, world financial conditions have changed
significantly. Kosovo became an independent country on 17 February 2008. And, the
Government has confirmed that Kosovo’s future is as a member of the EU.

In the latest update of the initial ARDP 2007-13 the major change relates to the enlarged
scope of measures included. Additionally to rural development measures, direct support
measures were added giving a clearer picture of implemented and planned support
activities in the agriculture sector. Moreover, the inclusion of this part was also
necessary in order to adapt ARDP 2007-13 to a comprehensive and complete policy
framework, mirroring implemented support measures from the I and the II Pillar of the
CAP.

The key elements of ARDP 2007-13, and the updates to the Plan that have been made for
2010-13, are summarized below.

2. SUMMARY OF ARDP 2007-13

ARDP 2007-13 reviewed in Chapter 1 the agri-rural development context of Kosovo. It
provided a general description of the sector, analysed urban and rural disparities, as
well as reviewed disparities between Kosovo and the EU. It also looked at less
developed areas in Kosovo.

From this analysis of the existing situation, detailed actions were identified in Chapter 2
to allow Kosovo to build on existing strengths, overcome weaknesses, take advantage of
available opportunities, and mitigate against identified threats. The actions were
integrated into ARDP 2007-13 in the form of:
e ageneral strategy for agricultural and rural development;
e aseries of donor-funded projects in support of:
o key measures to promote the private sector; and
o key public sector institutions at central and municipal levels responsible
for setting the policy, legislative and regulatory framework under which
the private sector must operate and can develop profitably;
e a National Agriculture Programme (NAP) funded through the Kosovo Budget
(KB) to complement donor funding;
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e acomplementary policy framework/matrix?;

e a legislative and administrative framework for implementing ARDP 2007-13,
backed up by a programme of Twinning and TAIEX;

e aprogramme of cross-border and regional development activities; and

e detailed sub-sector strategies for key commodities underpinned by (a) donor and
national funding, as well as (b) the policy, legal and administrative framework.

ARDP 2007-13 identified general objectives for agri-rural development in Kosovo. They
were:

e additional income for farmers and rural dwellers, leading to improved living
standards and working conditions in rural areas

e improved competitiveness and efficiency of primary agricultural production, in
order to achieve import substitution and take advantage of export markets;

e improved processing and marketing of agricultural and forestry products,
through increased efficiency and competitiveness;

e improved on-farm/in-factory quality and hygiene standards;

e sustainable rural development and improved quality of life (including
infrastructure) through promotion of farming and other economic activities that
are in harmony with the environment;

e creation of employment opportunities in rural areas, particularly through rural
diversification; and

e alignment of Kosovo’s agriculture with that of the EU.

The general strategy for achieving ARDP 2007-13 objectives has been significantly
improved. The objectives of this 2010 update of the ARDP is not only aligning Kosovo's
agri rural sector with the EU-Rural Development strategy but with the two pillars of the
CAP:

1 undertake actions to overcome the bottlenecks holding back sustainable rural
development in Kosovo and
2 start aligning Kosovo’s agri - rural sector with the support policy of the CAP.

To achieve this twin strategic approach, measures were identified on which to
concentrate financial, policy, legal, administrative and human resources during 2010-13.
In the field of agricultural rural development sector policy the following measures were
identified:

Direct support measures:
e the livestock sector

e the crop sector.

Rural development:

1 Kosovo has to accept that it is increasingly a policy taker. This reflects the fact that Kosovo wishes to join the EU. In doing so, it
must accept, approximate and enforce the acquis communautaire e.g. CAP and related policies, as a condition for entry.
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Axis 1 Competitiveness
e Development of vocational training to meet rural needs (Measure 1)
e Restructuring physical potential in the agri-rural sector (Measure 2)
e Managing water resources for agriculture (Measure 3)
¢ Improving the processing and marketing of agricultural products (Measure 4)

Axis 2 Environment and improved land use
¢ Improving natural resource management (Measure 5)

Axis 3 Rural diversification and quality of rural life
e Farm diversification and alternative activities in rural areas (Measure 6)
¢ Improvement of rural infrastructure and maintenance of rural heritage (Measure 7)

Axis 4 Community-based local development strategies
e Support for local community development strategies (Measure 8)

Sub-sector strategies, objectives and scenarios for 2013 were reviewed, and specific
support activities identified. Funding and the implementation of ARDP 2007-13 were
examined, along with the geographic scope and expected impact of the Plan.

An early version of ARDP 2007-13 was subjected to an ex-ante appraisal during 11-21
September 2006. This was summarized in Chapter 3. The full evaluation report was
annexed to the Plan. All the evaluator’s proposals for improving ARDP 2007-13 were
taken into account in the final draft of the Plan.

Specific actions for each measure of ARDP 2007-13 were identified in Chapter 4.

The national legislation that applied to ARDP 2007-13 was reviewed in Chapter 5,
including an overview of general provisions applicable to public funding, and the
specific national legislation applicable to the Plan.

The eligibility of beneficiaries to access funding under ARDP 2007-13 was reviewed in
Chapter 6, and general selection criteria were identified.

An outline financial plan for ARDP 2007-13 was identified in Chapter 7. It made clear
that the final cost would depend on several factors e.g. the timing of the implementation
of the measures (and related institutional support), the availability and type of donor
and government funding, the rate of growth in the economy, and the capacity locally to
absorb donor assistance.

Management administration and the conditions for implementing ARDP 2007-13 were
reviewed in Chapter 8.

Details for monitoring and evaluating Plan implementation were reviewed in Chapter 9,
including the formation of a Monitoring Committee.
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General provisions were reviewed in Chapter 10. These covered: conclusions of
consultations with social, economic and environmental partners; links between ARDP
2007-13 and the common agriculture policy, EU rural development strategy, the
instrument for pre-accession assistance (IPA) 2007-13, and the European Partnership;
and the compatibility of ARDP 2007-13 with Kosovo’s Draft National Development
Strategy for 2007-13.

A series of twelf detailed Annexes are attached to ARDP 2007-13 that provided
supporting evidence and guidance for the future. They covered:

Update on less developed areas in Kosovo

Outline of rural land management policy

Update on donor-funded projects

Policy matrix: update on the status of implementing ARDP

Update on the twinning programme

Update on legal and administrative requirements

Update on cross-border and regional development programme
Present situation in respect of agro-environment

Comprehensive agriculture sector Evaluation report September 24 2010
Summary of Next Steps Programme

Summary of implementation of Chapter 11 of the acquis communitaire
Summary of TAIEX programme, 2009-11

RPN PN

[
M=o

The material in the Annexes was designed to be updated annually as new and/or better
quality data became available and as new ideas and revised priorities emerged during
implementation of ARDP 2007-13.

1. KEY UPDATES FOR ARDP 2010-13

In this update of the initial ARDP 2007-13 the major change relates to the enlarged scope
of measures included. Additionally to rural development measures, direct support
measures were added giving a clearer picture of implemented and planned support
activities in the agriculture sector. Moreover, the inclusion of this part was also
necessary in order to adapt ARDP 2007-13 to a comprehensive and complete policy
framework, mirroring implemented support measures from the I and the II Pillar of the
CAP.

Changes to the text, contents and additionally necessary explanations were edited in the
entire text. Substantial changes have been made in Chapter 1 where all statistical data
have been reviewed and the outcome of the analyses of the most important agricultural
sectors of Kosovo? has been included. The SWOT analyses from the origin document of
ARDP 2007-13 was replaced by a totally revised version elaborated by the staff of

2 Comprehensive Agricultural Sector Evaluation Report elaborated by EU-Twinning Project KS2008/IB/AG/1 in close cooperation
with the staff of MAFRD, Kosovo September 24, 2010 (Annex 9)



i, ]

)."': A

b Agriculture and Rural Development Plan 2010-13
September 2010

MAFRD in close collaboration with the STE of EU-Twinning project KS2008/1B/ AG/01.
In Chapter 4 a detailed descriptions of direct support measures in defined sectors were
included.

There has been no fundamental change to the rural development part of ARDP 2007-13
since it was approved by government in April 2007. However, it has been sharpened to
focus on four of the original eight rural development measures.

This section summarizes the key updates in the Plan’s 10 Chapters that apply for 2010-
13.

Chapter 1 -Agricultural and Rural development context

Sector data have been updated in the light of the actual sector analyses with the
restriction that the available data to assess the agro-food sector of Kosovo are still
limited. ARDP 2010-13 updates information on urban and rural disparities, less
developed areas in Kosovo, disparities between Kosovo and the EU, and the sector
SWOT analysis. At all relevant places changes of contents related to the inclusion of
direct support measures were made.

Chapter 2 - Strategy, objectives and priorities

The national and rural development objectives hierarchy has been updated. Actions
identified in ARDP 2007-13 to allow Kosovo to build on existing strengths, overcome
weaknesses, take advantage of available opportunities, and mitigate against identified
threats remain the same in ARDP 2010-13, as does the general strategy for agricultural
and rural development. The detailed sub-sector strategies for key commodities that are
underpinned by donor and national funding, as well as by the Plan’s policy, legal and
administrative framework, remain the same. The National Agriculture Programme
(NAP) (funded through the Kosovo Budget - KB) that will complement donor funding
has also been updated, as has the programme of cross-border and regional development
activities. The anticipated impact of the Plan has been updated.

Chapter 3 - Prior appraisal of ARDP 2007-13
The prior appraisal of ARDP 2007-13 has not been repeated for the 2010-13 update.
Chapter 4 - Measures

Specific actions for direct support measures in the identified priority sectors were
included and elaborated.

Specific actions for each of the eight key rural development measures of ARDP 2007-13
have been retained in 2010-13. Donor-funded projects in support of (a) the measures,
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and (b) the key public sector institutions at central and municipal levels that are
responsible for setting the policy, legislative and regulatory framework under which the
private sector must operate and can develop profitably, have been updated, as has the
proposed Twinning and TAIEX programme. In order to have really one comprehensive
programme, other agricultural strategies like the AgStrat -initiatives of USaid have also
been integrated into this update of the ARDP.

Chapter 5 - National legislation applicable

The national legislation that applies to ARDP 2010-13 has been updated, including an
overview of general provisions applicable to public funding, and the specific national
legislation that applies to the Plan.

Chapter 6 - Eligibility of beneficiaries

The eligibility of beneficiaries to access funding under ARDP 2010-13 has been updated,
and the general selection criteria have been identified.

Chapter 7 - Financial plan

A financial plan for ARDP 2010-13 is 100 million euro for 3 years (2011 - 2013) and has
been identified, to be co-financed by government, municipalities, the private sector and
donors. (As in ARDP 2007-13), the final cost will depend on the timing of the
implementation of the measures (and related institutional support), the availability and
type of donor and government funding, the rate of growth in the economy, and the
capacity locally to absorb donor assistance.

Chapter 8 - Administration and conditions of implementation

Management administration and the conditions for implementing ARDP 2010-13 have
been updated. The Managing Authority and the Paying Unit within the MAFRD as a
forerunner of the Paying agency are now operational.

Chapter 9 - Monitoring and evaluation

The Monitoring Committee responsible for monitoring and evaluating the
implementation of ARDP 2010-13 is now operational.

Chapter 10 - General provisions
The general provisions have not been updated.

Whilst the measures continue to address the problems in Kosovo’s agri-rural sector, at
the same time as align Kosovo with EU rural development strategy, they are not all
being implemented at the same time, at the same speed, by the same institution(s),
under the same conditions, or with the same type of funding instrument.
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Concerning priorities, these are linked in 2010-13 (as in 2007-13) to available financial
resources and implementation capacity. Domestic financial resources are still limited.
Further, absorptive capacity continues to be weak, and is still dependent on outside
technical assistance, (though less so than in 2007).

The following list indicates the status of progress of immediate challenges in the frame
of the priority of the European Partnership for Kosovo’s agri-rural sector:

1. Implement secondary legislation related to the approved Food Law (Done);

2. Use the Kosovo Food and Veterinary Agency to reorganise relevant institutions
to implement this law i.e. establish an unique organisation of central, municipal
and border inspectors (phytosanitary, sanitary and veterinary) (Done);

3. Approve the draft Law on Agriculture and Rural Development (Done) and
related secondary legislation (Under preparation);

4. Create (a) MAFRD as the Managing Authority, (b) a Monitoring Committee for
ARDP, and (c) a Paying Unit within MAFRD as the fore-runner of the Paying
Agency (to be named the Kosovo Rural Development Agency) (Done);

5. Agree criteria for the selection of 2010 KB grant beneficiaries (Done);

6. Address major constraints related to incomplete land consolidation and the
unregulated use of agricultural land for commercial building purposes (Under
implementation); and

7. Focus implementation of ARDP 2010-13 on the following priorities (Underway):
a. restructuring the agricultural sector, including providing grants for farmers,

plus implementing land consolidation (direct support measures and RD
Measure 2));

b. improve incomes for farmers and rural holders, leading to improved living
and working conditions in rural areas (direct support measures and RD
Measure 2);

c. supporting irrigation, particularly tertiary irrigation, as well as irrigation
providers and water users” associations (Measure 3);

d. modernising agro-food establishments that have high potential for export
and import substitution (Measure 4) and

e. implementing local community development strategies based on the
principles of LEADER+ (Measure 8)3.

Outlining the immediate priorities for 2009-11 does not mean that work will stop on
implementing the Plan’s four other key measures to improve: vocational training to
meet rural needs (RD Measure 1); natural resource management, environment and land
use (RD Measure 5); rural diversification (Measure 6); and economic, social and cultural
infrastructure in rural areas (RD Measure 7). Neither will work stop on continuing to
build administrative and human capacity at central and municipality levels in the
organisations that will support implementation of ARDP 2010-13 (and then ARDP 2014-

8 Particularly getting rural economic operators to organise themselves more efficiently into public/private/3™ sector Local Action
Groups (made up of the administration, businesses and Civil Society), Producers’ Associations and Cooperatives.



20). All these activities will be progressed in line with the availability of funds (domestic
and donor) and increased absorptive capacity.

A critical and continuing priority is the need to increase farmers” and processors’ access
to commercial credit available through banks and micro-finance institutions. This
requires actions and a NAP (funded through KB) to help local financial institutions
manage better the risks involved in lending to farmers and food processors. This
requires continuing donor-funded technical assistance to support farmers and
Producers” Groups to adopt best practice technologies suitable for conditions in Kosovo,
(with advice being given by the Rural Advisory Service, NGOs and food processors). It
also requires consolidation of agricultural land, as well as the creation of a realistic land
market, so that land can be used as collateral for commercial loans.
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AGRICULTURAL AND RURAL DEVELOPMENT
CONTEXT

1.1 REVISION OF THE GENERAL CONTEXT

ARDP 2007-13 gave a detailed description of Kosovo’s agri-rural sector and its
geographical characteristics. It outlined the structure of Kosovo’s farming sector, as well
as its food processing industry. The forestry and pasture resources were documented,
along with the agro-environmental situation. Services to agriculture, land reform and
privatisation were documented. Information on minorities, gender and migration was
outlined.

1.2 OBJECTIVES OF ARDP 2010-13

The major objective of ARDP 2010-13 is to provide a framework that will help Kosovo
to:
A. restructure its agricultural sector in line with that of the EU, so that it can fulfill
its obligations in this sector when it become a member of the EU; and
B. improve the standard of living of its rural population in Kosovo, (including
reducing poverty, where it exists): this means narrowing urban and rural
disparities, providing increasing support to less developed areas, and narrowing
disparities between Kosovo and the EU.

These issues are discussed briefly below.

1.21 RESTRUCTURING THE AGRI SECTOR IN LINE WITH THAT OF THE EU

ARDP 2010-13 creates a medium term planning framework for development of Kosovo’s
agriculture sector. It takes into account: the current and changing nature of the EU’s
Common Agriculture Policy (CAP), in particular direct support like measures of the
Pillar I of the CAP the 4 Axes of the EU’s Rural Development strategy for 2007-13,
(competitiveness; environment and sustainable land use; quality of life and rural
diversification;, and community-based local development strategies); the EU’s
Instrument for Pre-Accession Assistance (IPA) for the Western Balkans; and the
European Partnership.
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Concerning CAP, this has undergone several reforms in the EU in recent years to deal
with the problems of production surpluses, market imbalance, financial burden and
pressure on the environment?.

The latest reform of the CAP accentuates efforts to reduce support prices, and apply
environmentally friendly production methods. In the light of both further liberalisation
of the world food market, and recent enlargement of the EU, support prices have been
further reduced (15% for cereals and 20% for beef) to align with world market prices.
Environmental protection requirements for agricultural production have been further
strengthened.

In that perspective, the main objectives of the latest CAP are to promote>:

e a competitive agricultural sector without excessive subsidy, while at the same
time ensuring a fair standard of living for the agricultural community;

e safe production methods capable of supplying quality products;

e vibrant, rural communities capable of generating employment and opportunities;

e environmentally sustainable agricultural production that preserves natural
resources and natural heritage;

e a simple and transparent decision-making process involving stakeholders at
central, regional, municipality and community levels; and

e aclear connection between public support for agriculture and the economic, social
and environmental benefits that are produced by it.

Each of the measures identified in ARDP 2010-13 fulfils at least one objective of the latest
CAP reform.

All measures relate to the CAP management mechanisms and administrative structures
(i.e. monitor agricultural markets, and implement support, structural and rural
development measures).

At the same time, the European Commission programme targets institution-building
related to requirements to reinforce the CAP management mechanism and
administrative structures.

* The 2008/9 CAP “Health Check” was a fine-tuning on the ways to calculate the entitlements for single farm payment and the
decision to continue the simplified area payment scheme for the new member states. All these are small changes in the 2003 CAP
implementation, but are not relevant to Kosovo at the present time. The idea of the Health Check was to tidy up some provisions
which were not well thought out in the 2003 reform. They could not proceed with more important changes as they had to stay
within the budgetary framework. If there will be important changes relevant to Kosovo, they might relate to the post-2013 CAP. They
are not known yet.

® Cf. fact-sheet from DG VI (www.europa.eu.int/comm/dg06/publi/fact/policy/index_en.htm).
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In the ARDP 2010-2013 the EU dimension of agriculture and rural development policy
was taken in to account.

With the objective to increases and stabilises farmers’ incomes allowing necessary
structural development and increased production of certain agricultural products, direct
support measures were included in ARDP 2010-13. The measures are mainly based on
provisions of Council Regulation73/2009 establishing common rules for direct support
schemes for farmer, support measures under the first pillar of the CAP (market policy).

Concerning the EU dimension of rural development policy (i.e. the second pillar), this
has been taken into consideration in ARDP 2010-13. This is important because such
policy:
e accompanies and complements current and further CAP reforms, and ensures
coherence with the instruments and the policies of the first pillar; and
e contributes to other EU policy priorities such as sustainable management of
natural resources, innovation and competitiveness in rural areas, as well as
economic and social cohesion.

ARDP 2010-13 strategy in the part of rural development has taken into account the
European Agriculture Fund for Rural Development (EAFRD) Council Regulation on
support for rural development for 2007-13 (Council Regulation 1698/2005). This
regulatory framework for rural development plans notes four major axes for future
European rural development policy for 2007-13. They are:
1. increasing the competitiveness of the agricultural sector through support for
restructuring;
2. enhancing the environment and countryside through support for land
management, (including rural development actions related to Natura 2000 sites);
3. enhancing the quality of life in rural areas, and promoting diversification of
economic activities through measures that target the farm sector and other rural
actors; and
4. integrating the LEADER+ bottom-up approach to preparation of local
development strategies.

Concerning the EU’s current assistance for the Western Balkans, Kosovo as a pre-
candidate country is eligible to benefit from Components 1 and 2 of the Instrument for
Pre-Accession Assistance (IPA). Kosovo expects to benefit from the other 3 components,
once it becomes a candidate country.

Concerning the European Partnership, this emphasises the need for Kosovo to adopt
short and medium term priorities that will:
e improve the competitiveness of agriculture and the agro-processing sector;
e improve planning, management and use of agricultural and forest land, as well as
the environment;
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e harmonise with the “acquis communitaire” and EU standards; and
e narrow the gap between Kosovo and the rest of Europe.

1.22 IMPROVING THE STANDARD OF LIVING OF THE RURAL
POPULATION

Rural-Urban Disparities

ARDP 2007-13 provided data that showed Kosovo’s rural area is poorer than its urban
counterpart.

Income from agriculture is around 10% of overall incomes of rural families. Most income
for rural families comes from family members who are employed and receive salaries,
supplemented by income from family members working abroad.

Whilst rural and urban families share the characteristic that income from abroad and
assistance from relatives within Kosovo is important, the difference is that all support is
higher in rural areas, with the exception of non-agricultural incomes and salaries. Better
employment opportunities offer higher employment incomes for urban families,
compared to rural families. Small farms in the subsistence sector do not meet the
majority of family needs. It is estimated that rural families fulfil only 70% of their
household needs from agricultural production.

Data suggest that around 75% of rural families spend less than 300 euros per month,
reflecting a higher level of poverty in rural areas when compared to urban areas.

Less developed areas

The World Bank’s Poverty Assessment of Kosovo¢ said that 37% of the population is
classified as “poor”, living on less than €1.42 per day, with 15% below the extreme
(food) poverty line of €0.93 per day.

However, income poverty is not spread evenly across all households and individuals.
Children, the elderly, female-headed households, the disabled, ethnic minorities, the
unemployed and precarious job holders are most at risk. In particular, joblessness is an
important cause of income poverty, as labour is usually the only valuable asset of the
poor. Poverty in Kosovo is shallow, meaning that the poor are close to the thresholds
that classify them as such’.

6 27 September 2005: material taken from: http://web.worldbank.org/WBSITE/ EXTERNAL/COUNTRIES/
ECAEXT/KOSOVOEXTN/0,,contentMDK: 20665819~menuPK:297788~pagePK:141137~piPK:141127~theSitePK:297770,00.html.
" Findings are based on the 2002 Household Budget Survey from the Statistical Office of Kosovo.
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Poverty is multi-dimensional. Alongside income poverty, education and health
conditions need to be improved. There are positive signs: for example, the gross primary
enrolment rate was just over 95% in 2003, and illiteracy 0.5% among children and youth.
This compares to an adult population where only half have completed primary
education, and 6% are illiterate. Early child care (pre-school) is extremely limited, and
enrolment rates drop substantially at secondary school. There is a persistent gender gap
in terms of education. The quality of education still remains a problem.

With insufficient space and classrooms (particularly in urban areas), children do not
have a full-day’s education. Many schools operate on 3-4 shifts per day. In health,
outcomes are among the worst in South East Europe. Infant mortality rates (18-44 per
1,000) are the highest in the region, and inadequate nutrition is a persistent problem.
Tuberculosis and disability are major issues.

Environmental pollution and contamination is widespread, and represents a serious
hazard to health. Contamination of soil and foodstuff by heavy metal, particularly in
Northern Kosovo, is a cause for concern. Environmental problems mainly come from
outdated mining practices, industrial infrastructure that ignored the impact on the
environment, poor housing conditions, a low quality of basic infrastructure services, and
weak environmental management systems.

Poverty is not distributed equally between the 30 municipalities for which data are
available, or within a given municipality. Some areas of Kosovo are less developed® than
others, particularly in municipalities that have disadvantaged and remote mountainous
areas, and/or where there is both poor economic/social infrastructure, and/or where
there are very limited employment opportunities. Using MAFRD’s assessment, as well
as the Human Development Index, the Human Poverty Index-1 and the Human Poverty
Index-2, this suggests that Less developed areas are to be found in (but not confined to)
the following municipalities®: Dragash, Novo Brdo and Malishevo, as well as Leposaviq,
Zubin Potok, Podujeva, Malishevo, Skenderaj, Theranda, Gllogovc and Klina: see Annex
1.

® The identified less developed areas have some elements of “Less favoured areas (LFAs)” defined in Articles 13-21 of COUNCIL
REGULATION (EC) No 1257/1999 of 17 May 1999 on support for rural development from the European Agricultural Guidance and
Guarantee Fund (EAGGF) and amending and repealing certain Regulations (EUR-Lex - 31999R1257 - EN.htm). However, for full
alignment of these less developed areas to the LFAs changes n the criteria use is needed. Less-favoured areas under CAP include:
mountain areas characterised by considerable limitation of the possibilities for using the land and an appreciable increase in the cost of
working it; areas that are in danger of abandonment of land-use and where the conservation of the countryside is necessary; and can
include other areas affected by specific handicaps, in which farming should be continued, where necessary and subject to certain
conditions, in order to conserve or improve the environment, maintain the countryside and preserve the tourist potential of the area, (or
to protect the coastline).

® This assessment will be updated regularly by MAFRD’s Policy Development Department. Further, as tasks of the Managing
Authority (see Chapter 8) include undertaking baseline surveys of rural areas in 2010 and 2014, these will pay special attention to
the impact of ARDP 2010-13 on rural households in less developed areas.
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The focus in Kosovo during 2007-9 on developing local action groups to develop local
development strategies (based on the principles of LEADER+) should help poorer
municipalities to identify priority actions that will help to lift them out of poverty. Grant
funding during 2010-11 (available through IPA 2009) should help to facilitate the
implementation of such actions.

1.3 THE CURRENT SITUATION OF THE AGRICULTURE AND RURAL
DEVELOPMENT

1.31 INTRODUCTION

A major problem currently is that available economic and social data concerning
conditions in urban and rural areas of Kosovo are seriously out of date. This limits the
extent to which it is possible to assess and compare urban/rural poverty, as well as
determine how to improve the standard of living of the rural population, reduce
poverty, narrow urban and rural disparities, and provide increased support to less
developed areas. Further, estimated disparities between Kosovo and the EU are
indicative.

Source of information

The data and information presented in this chapter are derived from the Agricultural
Household Survey 2007 and 2008 conducted by the Statistical Office of Kosovo (SOK).
The aim of this annual survey is to obtain information about agricultural households in
Kosovo.

The survey covers land farmed by agricultural households, living and farming in rural
areas. It does not include land belonging to agricultural households in rural areas that are
not farming or land belonging to agricultural households living in urban areas of Kosovo
or abroad unless rented by agricultural households located in rural areas.

Categorisation of farm types of the survey

The sample of selected agricultural households takes into account regional aspects to
obtain regional estimates and to ensure the full geographical coverage. The second level
of stratification has been the farm size to ensure representation of Kosovo's agricultural
households. After selection of the villages the agricultural households of the villages were
stratified into three size categories (using the land under cultivation as the value for
stratification). After stratification selected farmers were interviewed, Information and
answers gathered and processed to generate estimations for all agricultural households of
Kosovo.
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In absence of a complete farm register in Kosovo a list of all farms in Kosovo above a
certain threshold size of crop products (e.g. 10 ha for potatoes, 50 ha for cereals, 1.5 ha
orchards, 4 ha vineyards, 3 ha open horticulture, 0.3 ha covered horticulture) or
livestock numbers (35 cattle, 200 sheep, 40 goats, 4000 chicken, 35 pigs) was compiled.
With reference to a data set about 104 farms were identified and surveyed and
categorised as "large or specialised". These farms are not necessarily being commercial
farms. All other farms investigated in the frame of this survey so called "small farms" or
small agricultural households.

1.3.2 AGRICULTURAL POPULATION BY AGE GROUP AND LEVEL OF
EDUCATION.

The following table presents data on the agricultural households in year 2007 and 2008
with regard to number of rural dwellers, the age, gender and educational background.
The data are related only to households located and involved in farming activities in
villages (rural areas) which have been subject of the annually carried out survey by the
statistical office of Kosovo.

Table 1.1: age structure of agricultural households, 2007, 2008

Age group Number % Number %

2008 2008 2007 2007
up to 14 years 369,088 28.1 379,105 28.6
15 - 29 years 391,737 29.8 384,366 29.0
30 - 49 years 324,903 24.8 336,855 254
50 - 64 years 134,722 10.3 135,919 10.3
65 and over 92,198 7.0 88,428 6.7
Total 1,312,648 1,324,673

(source: agricultural household survey 2007,2008)

The number of population living in households active farming and located in villages
has decreased by 12,000 persons from 1,324,673 in 2007 to 1,312,648 persons in 2008. The
characteristics of Kosovo, as a country with a high share of young population, is also
continued in the agricultural sector where the generation between 15-29 years has the
highest share of the agricultural population with 29 %. Persons older than 65 years have
a share only of about 7 %.

Most of the agricultural households (56 %) count between 5-8 household members
which prove the agricultural households in Kosovo as quite large. The average of
agricultural households have 7.3 members. The size of the agricultural households has
been stable between the two years of investigation (2007, 2008).
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Table 1.2. Age structure of agricultural population by region, in 2008

Region Age group 2008

up to 14 15-29 30-49 50 - 64 65 and over | Total

Numbe | % Numb | % Number | % Numbe | % Numbe | % Number | %

r er r T
KOSOVO 369,089 | 28,1 391,736 29.8 | 324,904 | 24.8 | 134,722 103| 92,197 | 7.0| 1,312.648 | 100
Prishtina 83,560 | 28.1| 88,352 29.7 75,392 | 25.4| 29.566 99| 20497 | 69 297,367 | 100
Mitrovica 55,701 | 27.6| 62,916 31.2 47,483 | 23.5| 21583 | 10.7| 14152| 7.0 201,835 | 100
Peja 38,794 | 27.7| 42,037 30.0 33,817 | 241 | 14339| 10.2| 11,169 | 8.0 140,156 | 100
Gjakova 46,516 | 28.7| 47,437 29.2 42,895 | 26.5| 13.997 86| 11,276 | 7.0 162,121 | 100
Prizreni 66,751 | 30.2| 64,591 29.2 53,779 | 243 | 22201 | 10.0| 14,048| 6.3 221,370 | 100
Ferizaji 36,341 | 28.6| 37,182 29.2 32,097 | 253 | 13.480| 10.6 8,005| 6.3 127,105 | 100
Gjilani 41,426 | 25.5| 49,221 30.3 39,441 | 242 19556| 12.0| 13,050 | 8.0 162,694 | 100

(source: agricultural household survey 2008) 100

Over the years 2007 to 2008 the age structure of the agricultural population have been
changed only very limited, and the development of the regions of Kosovo do not show
any significant differences. A very slight trend of an increased share of the agricultural
population > 65 years can be stated in all regions of Kosovo, whereas the regions Peja and
Gijilani have the highest share of population > 65 years.

Table 1.3. Education level of the agricultural population by age groups (15 - 64 years), 2008

Education level Age structure

15 - 29 years 30 - 49 years 50 - 64 years

1.1.1.1.1 Total

Number | % Number | % Number | % Number | %
NON EDUCATION 4,184 1.1 9,124 2.8 13,492 10.0 26,800 3.1
Some primary 25,130 6.4 11,665 3.6 18,475 13.7 55,270 6.5
Primary completed 111,223 28.4 | 140,512 43.3 59,192 44.0| 310,927 36.6
Some secondary 75,912 19.4 6,988 2.2 1,586 1.2 84,486 9.9
Secondary completed 135,284 34.5| 130,963 40.3 29,499 21.9| 295,746 34.7
Some high school 3,540 0.9 1,399 04 830 0.6 5,769 0.7
High school completed 2,546 0.7 7,219 22 5,530 41 15,295 1.8
Some faculty 24,830 6.3 5,344 1.6 699 0.5 30,873 3.6
Faculty completed 9,073 23 11,689 3.6 5,420 4.0 26,182 3.1
TOTAL 391,722 | 100.00 | 324,903 100.00 | 134,723 100.00 85,348 100.00

(source: agricultural household survey 2008)

Most of the agricultural population in the active working age (which stipulated between
15 to 64 years) have primary (36,6 %) or secondary (34,7 %) education completed. Those
with non education (3.1 %) or faculty degree (3.1 %) count only a minority of the active
agricultural population.
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Table 1.4. Educational level of the agricultural population by gender (15 - 64 years), 2008

Male Female Total
Educational level Number % Number % Number %
NON EDUCATION 6,180 14 20,620 5.1 26,800 3.1
Some primary 20,570 4.6 34,699 8.6 55,270 6.5
Primary completed 11,594 25.0 199,334 49.2 310,927 36.6
Some secondary 49,626 111 34,860 8.6 84,486 9.9
Secondary completed 204,675 459 91,071 22.5 295,746 34.7
Some high school 3,717 0.8 2,052 0.5 5,769 0.7
High school completed 11,791 2.6 3,504 0.9 15,295 1.8
Some faculty 18,825 42 12,048 3.0 30,873 3.6
Faculty completed 18,569 44 6,613 1.6 26,182 3.1
TOTAL 446,547 100.00 404,801 100.00 851.348 100.00

(source: agricultural household survey 2008)

While the share of male agricultural population without education amounts only1.4 % of
the total number of men in the farming sector, the share of female agricultural population
without any education amounts 5,1 %. Moreover the table above shows that the majority
of 63 % of women in the agricultural sector has either no, some or completed primary
education. Which means that a high share of rural women dealing with agricultural
activities have a very low education level. In comparison to the male agricultural
population nearly 50 % of them have completed secondary education. This fact call for a
strong focus on general education and customised vocational training for women in the
farm sector.

Agricultural labour

Data about agricultural labour are important in order to assess to what extend
agriculture can absorb rural labour and the degree to which non-farm jobs are required
in rural areas. The latter can indicate that policies beyond agriculture, targeting rural
development are necessary. The survey collected information about the employment on-
farm household members depending on their commitment to farming, full-time or
occasional. Persons who worked at least 20 hours per week in agriculture were classified
as part-time engaged in farming. Those who worked around 56 hours per week were
considered as engaged full-time and persons who worked less than 20 hours were
defined as occasional labour.
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Table 1.5 The number of household members engaged on-farm in 2008

Full time
Age Male full time Female full time Total
Number % Number % Number %
less 16 years 738 78,3 205 21,7 943 100,0
16-65 years 57694 70,6 24046 29,4 81740 100,0
over 65 years 775 81,5 176 18,5 951 100,0
Total 59207 70,8 24427 29,2 83634 100,0
Part time
Age Male part time Female part time Total
Number % Number % Number %
less 16 years 1583 68,0 744 32,0 2327 100,0
16-65 years 96513 62,9 56989 37,1 153502 100,0
over 65 years 3131 76,3 973 23,7 4104 100,0
Total 101227 63,3 58706 36,7 159933 100,0
Occasional
Age Male Occasional Female Occasional Total
Number % Number % Number %
less 16 years 8921 63,6 5100 36,4 14021 100,0
16-65 years 102702 48,5 108854 51.5 211556 100,0
over 65 4941 53,9 4234 46,4 9175 100,0
years
Total 116564 49,7 118564 50,3 234752 100,0

(source: Agricultural household survey 2008)
1.3.3 LAND USE AND FARM STRUCTURE

The agricultural households survey contains data on the use of each land plot, owned or
farmed, including land left fallow. The data contain also those land which were rented
out or given for use to other farmers free of charge

Table 1.6 Land use

Land use area (ha) % area (ha) % change 2007
2007 2007 2008 2008 /2008

Arable land incl. kitchen gardens 133,514 37.8 138,813 39.8 +3.96
Orchards 4,277 1.2 4,207 1.2 -1.60
Vineyards 844 0.2 1,173 0.3 +38.9
Greenhouses 251 0.1 255 0.1 +1.6
Meadows 95,218 27.0 98,369 28.2 +3.3

234,105 66.3 242,817 69.6 +3.7
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Total cultivated land

Pastures 3,796 1.1 3,894 1.1 +1.2
Left fallow 21,970 6.2 17,454 5.0 -20.6
Total agricultural land 259,871 73.6 264,165 75.7 +1.6
Forests 76,171 21.6 70,922 20.3 -7.0
House yards 13,029 3.7 12,423 3.6 -4.6
Other 4,008 1.1 1,479 0.4 -63.0
Total 353,079 100.00 348,989 100.00 -1.2

(source: agricultural household survey 2007, 2008)

In the year 2008 about 75 % of the owned and / or operated land of agricultural
households were used as agricultural land. The remaining land is dedicated to forests,
house yards and other land. Most significantly changes from year 2007 to 2008 can be
stated for the vine yards and land left fallow. In comparison to the year 2007 the land size
dedicated to vineyards has been increased by more than 38 % from 844 ha (in 2007) to
1,173 ha (in 2008). On the other hand the left fallow land has been reduced from 2007 to
2008 by about 20 %. Overall the cultivated agricultural land has been increased by 3.7 %
from 234,105 ha to 242.817 ha in the time period 2007 - 2008.

Table 1.7. Irrigation of cultivated land by region, 2008

Region irrigated area not irrigated areas Total area
(ha) (ha) (ha)
Kosovo 42,226 195,575 237,801
Prishtine 3,741 51,624 55,365
Mitrovice 2,861 37,047 39,908
Peje 13,915 17,848 31,763
Gjakove 13,311 17,313 30,624
prizren 3,784 22,190 25,974
Ferizaj 2,833 18,680 21,513
Gjilan 1,781 30,873 32,654

(source: agricultural household survey 2008)

About 42,226 ha of cultivated land have been irrigated in year 2008 whereas in the
regions of Peje and Gjakove the irrigated land is covering the largest areas (about 27,200

ha).

Table 1.8. Agricultural land by farm size and farm structure, 2008
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Farm size Small farms Large and specialised farms Total
no.of | area (ha) % of no. of | area (ha)] % of no.of | area (ha) % of
farms farms farms farms farms farms
0.01 - 0.5 ha 38,635 | 11,064 21.9 11 3 45 38,646 | 11,067 21.9
0.51-1.0ha 45,084 | 33,812 25.5 19 15 7.7 45,103 | 33,827 25.6
1.01-1.5ha 43,531 | 52,749 247 13 16 5.3 43,544 | 52,765 24.6
1.51-2.0ha 14,836 | 25,684 84 15 28 6.1 14,851 | 25,712 8.4
2.01-3.0ha 18,702 | 45,626 10.8 27 67 10.9 18,729 | 45,693 10.6
3.01 -4.0 ha 6,353 21,674 3.6 15 52 6.1 6,368 21,726 3.6
4.01-5.0ha 3,401 15,062 1.9 16 72 6.5 3,417 15,134 1.9
5.01 - 6.0 ha 1,710 9,243 1.0 10 54 4.0 1,720 9,297 1.0
6.01 - 8.0 ha 1,926 13,145 1.1 18 127 7.3 1,944 13,272 1.1
8.01-10ha 903 8,000 0.5 22 195 8.9 925 8,195 0.5
>10 ha 1,374 24,140 0.8 81 3337 32.7 1,455 27,477 0.8
Total 176,455| 260,199 | 100.00 247 3966 100.00 | 176,702 | 264,165| 100.00

(source: agricultural household survey 2008)

The table above on the farm structure in year 2008 states that about 72 % of category of
"small farms " (in total 176,455) have a farm size between 0.01 ha - 1.5 ha and only 1.3 %
of the investigated "small farms" have more than 8 ha of agricultural land. The majority of
the "category small farms" namely 127,250 farms are representing this very small scaled
farm structure (0.01 ha - 1.5 ha) whereas only 43 farms out of the category "large or
specialised farms" belong to this very small scaled farm structure of 0.01 ha - 0.5 ha.

This extraordinary small scaled farm structure creates a significant hindrance of Kosovo's
agricultural sector to become more competitive and market orientated.

The following table presents a comparison of the agricultural land by farm size and farm

structure between the years 2007 and 2008.

Table 1.9. Agricultural land by farm size and farm structure,2007 and 2008

Farm size Small Farms 2007 Small farms 2008 Large and specialised Large and specialised
farms 2007 farms 2008

no.of | area (ha| % of | no.of |area(ha] % of | no.of |area(ha| % of | no.of |area(ha] % of

farms farms | farms farms | farms farms | farms farms
0.01-0.5ha | 37457| 11,755| 204 | 38,635| 11,064| 21.9 4 1.3 3.8 11 3 4.5
0.51-1.0ha | 51,480| 39,636| 281 | 45084| 33812 255 2 14 1.9 19 15 7.7
1.02 -1.5 43,135| 53,522| 235 | 43,531| 52,749| 247 2 2.8 1.9 13 16 53
ha 15,530 | 27,283 8.5 14,836 25,684 84 5 8.9 438 15 28 6.1
1.51-2.0ha | 20,043| 48921| 109 | 18,702| 45626| 10.8 10 26.1 9.6 27 67 10.9
2.01-3.0ha | 7,144 | 24,357 3.9 6,353 | 21,674 3.6 2 6.1 1.9 15 52 6.1
3.01-40ha | 3,175 | 14,059 17 3,401 | 15,062 1.9 10 44.6 9.6 16 72 6.5
401-50ha | 2,024 | 11,027 1.1 1,710 | 9,243 1.0 5 27.1 4.8 10 54 4.0
501-6.0ha | 1,967 | 13,412 1.1 1,926 | 13,145 1.1 9 64.2 8.7 18 127 7.3
6.01 -8.0 ha 531 4,697 03 903 8,000 0.5 10 924 9.6 22 195 8.9
8.01 -10 ha 696 10,419 04 1,374 | 24,140 0.8 45 3,159.0 433 81 3,337 32.7

>10 ha

183,182 259,088 100 | 176,455 260,199 100 104 | 3,434.0[ 100 247 3,966 100

(source: agricultural household survey 2008)

The comparison between the years 2007 and 2008 states that the number of categorised
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"small farms" has decreased from 183.182 farms in 2007 to 176,455 farms in 2008. At the
same time the land under farming of "small farms" stays nearly the same in the two years
of comparison. The most significant downwards trend of "small farms" can be recognised
within the farm size between 0.51 ha - 1 ha from about 51,480 farms in 2007 to 45,084
farms in year 2008. An increase of number of "small farms" can be stated for farm sizes
between 8.01 ha - 10 ha from 531 farms in 2007 to 903 farms in 2008 and > 10 ha from 696
farms in 2007 to 1.374 farms in 2008. On the other side the number of the category "large
and specialised farms" have increased from 104 farms in year 2007 to 247 farms in year
2008.

However, the structure of the agricultural sector of Kosovo stays very small scaled and
impedes the development of a commercial agriculture and perpetuates market orientated

farming.

Table 1.10 Agricultural land area by ownership and farm structure, 2008

Ownership Small farms Large and specialised Total
farms
area (ha) % area (ha) % area (ha) %

Owned 330,517 93.27 2,217 53.48 332,734 92.81
Rent from private individuals 14,762 417 1,192 28.76 15,954 4.45
Use private land for free 7,161 2.02 179 431 7,340 2.05
Rent from state 341 0.10 376 9.06 717 0.20
Use state land for free 1,433 0.40 181 4.38 1,614 0.45
Other 138 0.04 0 0.00 138 0.04
Total 354,352 100 4,145 100.00 358,497 100.00

(source: agricultural household survey 2008)

The table above presents data collected as regards the ownership status. It can be
concluded that the majority of the category of "small farms", namely 93 %, are farming
own land. Whereas the farms categorised as " large and specialised farms" own about 53
% of the farmed land and they are renting land by about 37 % for farming purposed.
Despite that fact the property rights of land titles is still not solved in Kosovo due to the
migration of land owners to urban areas of Kosovo or abroad. There is a high need to
register land titles and related land titles owner. This issue would become even more
important for the implementation of area based payments.

1.34 AGRICULTURE PRODUCTION
1.3.4.1 GENERAL OVERVIEW OF CROPS AND LIVESTOCK PRODUCTION
Crops

Agricultural Statistical survey presents data of 2008 on areas under cultivation by crop
(in hectares); production levels (in tones) and yields (in tones per hectare.
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These data show that wheat and maize are the most important crops in Kosovo in terms
of cultivated area and production. The most important vegetables are beans (particularly
as a mixed crop with maize), potato, pepper, onion and water melon. Within the group
of fodder crops hay (meadow) and lucerne have the largest areas and production. In the
orchards, the largest area is under apples and plums.

Table 1.11 Crop area, production and yield 2007, 2008

Crop 2007 2008
production | yield production | yield
area (ha) ® (t/ha) area (ha) ® (t/ha)
Cereals 102 364 114 975
Wheat 61222 207189 3,5 72131 293064 4,1
Rye 583 1446 2,2 689 1410 2,5
Barley 1329 3742 2,8 2110 6393 3,0
Malting barley 79 143 2,1 242 848 3,1
Oats 3937 7829 2,1 3 685 8865 2,5
Maize 18 207 36999 2,2 19 687 68424 33
Maize (mixed) 17 007 37451 24 16 432 58 495 3,6
Vegetables 17 704 16 553
Potato 4952 95124 16,5 3746 103958 21,4
Tomato 923 14696 19 903 20587 23,9
Aubergine 14 187 13,1 11 97 11,9
Pepper 2231 35959 18,2 2523 51274 21,7
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Pumpkin 52 662 16,3 81 1294 19,3
Pumpkin (mixed) 1236 5024 55 954 11567 8,6
Courgette 96 1363 19,2 123 2872 24,2
Mushroom 1 5,4 10,3 1 21 25,6
Cucumber 344 7088 224 278 9032 29,4
Water melon 901 15047 21,2 1029 24736 24,4
Melon 213 2082 13,1 229 2934 14,6
Cabbage 620 15424 20,7 703 19041 22,8
Cauliflower 30 837 17,1 8 158 21,1
Spinach 87 531 7,7 77 710 9,6
Lettuce 47 369 9,0 33 281 9,9
Beetroot 31 231 13,5 79 782 9,9
Parsley 9 57 8,2 12 76 9,7
Leek 95 1435 18,2 85 1618 20,2
Onion 1059 10936 11,8 1205 15987 14,1
Radish 5 22 6,8 1 7 6,2
Garlic 209 948 54 173 1323 8,1
Beans 388 527 3 226 635 4,6
Beans (mixed) 4050 2505 0,8 3987 6173 1,9
Peas 28 53 19 19 62 52
Carrots 58 443 10,0 48 422 11,5
Fodder crops 108 358 104 763

Hay (meadow) 76 226 174298 2,5 77 864 216515 3,0
Grass 6422 14915 2,6 4299 12879 3,8
Lucerne 17 623 57084 3,8 14 494 55970 43
Trefoil 1192 2802 2,1 2385 6819 2,8
Vetch 72 138 24 166 507 2,7
Wheat fodder (harvested green) 277 1170 4,7 215 942 7,7
Rye fodder (harvested green) 73 232 3,6 403 1530 4,6
Barley fodder (harvested green)) 50 189 3,8 81 412 4,3
Oat fodder (harvested green) 5211 22622 45 3 646 14759 4,4
Maize (harvested green) 1212 9700 7,6 1209 21603 17,6

(source: agricultural household survey 2008)

Over the years 2007 to 2008 the production structure of the agricultural in Kosovo has
been changed only very limited, and the development of the commodity sectors of the
agriculture do not show any significant differences. The data of the table 1.11 show a very
slight trend of an increased share of the agricultural area under grain. The applied
statistical method of data collection provides not always fully satisfactory information on
fruit production structure (table 1.12), since in some fruit sectors the size of the measured
plantations - for example apple, pear, plum etc - on the year-per-year basis fluctuate in
extreme boundaries.

Table 1.12  Crop area, production and yield in the fruit sector, 2007, 2008
2007 2008

Crop production | yield

area (ha) production (t)| yield (t/ha) area (ha) ® (t/ha)




Fruits 4 866 5096
Apple 1068 6307 8,6 1686 12612 9,8
Pear 301 1809 7,0 429 2867 9,2
Quince 61 319 8,7 52 425 99
Medlar 44 145 6,8 20 72 5,8
Plum 1835 7962 74 1378 10901 9,6
Apricot 47 201 8,7 27 164 7,7
Peach 59 235 6,1 65 265 6,4
Cherry 78 299 49 65 362 6,8
Sour cherry 117 397 6,4 84 419 6,9
Walnut 58 263 6,5 84 465 7,3
Hazelnut 10 11 1,3 6 14 2,7
Chestnut 121 15
Strawberry 123 750 6,0 59 439 9,0
Raspberry 1 3 7,8
Blackberry 4 4 3,5 1 8 10,0
Vine grape 357 2771 6,8 215 1903 7,5
Grape 506 3512 7 926 8601 9,0
Other 198 319

(source: agricultural household survey 2008)

Livestock

The livestock numbers presented in the table 1.13 are as of November 2007 and 2008.
Cattle’s are the major livestock, of which in 2008 56% are dairy cows. The average
number of milking cows per agriculture household was 1,04 in 2007 and 1,07 in 2008.
Cattle number in 2007 compared to 2006 indicates a fall and the data from 2008 prove a
regeneration in the sector.

Table 1.13 Livestock number, 2007 and 2008



R ik e R j'*"fg:
P Agriculture and Rural Development Plan 2010-13
September 2010

Total livestock number
Livestock type
2007 2008
Cattle 321623 341 608
Calves less than 6 months 68176 75476
Bulls and heifers 6 months to 1 year 43 090 50 206
Bulls and hejfers 1 year to 2 year 14177 17720
Bulls and heifers more than 2 years 4 832 5199
Milk Cows 189 706 191 529
Bulls 1368 1066
Buffalo 275 412
Pigs 39591 26 770
Piglets up to 6 months 27 895 17 874
Bearing Sows 10423 7312
Boars for Insemination 1273 1584
Sheep and Goats 151 813 180 128
Lambs 18 519 27 552
Sheep for breeding 108 184 124129
Rams for insemination 12 479 9672
Goats 12 631 8918
Milk Goats 9857
Horses and Donkeys 6152 5301
Horses 6147 4973
Donkeys 5 328
Poultry 2278129 2213 406
Chickens 2058 373 2 046 925
Other poultry 219373 166 481
Beehives 60 952 43 297

(source: agricultural household survey 2008)

The following graphs show the import and export data of agricultural commodities in the
crop sectors and have been prepared by USAid. It is presented in the Comprehensive
Agricultural Sector Evaluation Report September 24, 2010. Unfortunately data about the
commodities in animal sectors are not available in this kind of presentation.

This may illustrate the current importance of the foreign trade of the Kosovo agriculture
commodities in the important field of crop producrion. It is also a base for analysing the
current status of possibilities and needs for further development of Kosovo agriculture.



Graph 1:: Breakdown of Kosovo crop commodities import value by crop commodity type - 2004-

2008, in million euros

CAGR
Total {2004-2068)
155.3M
3.3% Qil Crops 59.7%
8.5% Spices & Stimulants 34.9%
o Processed Fruits &
10.6% y/ogetables 28.4%
22.2% Horticulture 30.2%
22.9% Cereals 54.9%
32.5% Processed Cereals 26.9%,

2004 2005 2006 2007 2008
Source: USAid (2010)

Import of agriculture commodities have graven in last in 4 years (2004 to 2008) 150% and
was 155,8 mio € in 2008. The most important commodities are processed cereals, (32,5%),
followed by cereals (22,9%) and horticulture (22,2%). Export of the commodities was
growing from 2004 to 2007 from 2,5 mio € to 11,9 €, but in 2008 the export of cereals
dropped from 4 mio € to 2,9 mio €.

Graph 2:: Breakdown of Kosovo Agricultural crop commodities export value by crop commodity
type — 2004-2008, in million euros

CAGR
2004-2008,
11.9M (2004-2005)
Total
0-5M - 3%  Oil Crops o7 5%
"2%  Spices and Stimulants -1.0%

- ~26% Cereals (includes processed cereals) 200.2%

26°% Processed Fruits and Vegetables 68.2%

"""43% Horticulture 26.9%

2004 2005 2006 2007 2008
Source: USAid (2010)
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Export has been growing in last 4 years, especially in 2007 (11,9 mio €), but in 2008 it
decreased to 11,2 mio €. The most important export commodity was horticulture (43%),
followed by processed fruits nad vegetable and cereals. A great progress of the export of
cereals was in 2007 (from 0,7 to 4 mio €.)

Graph 3: Relative share of destination markets for Kosovo Agricultural crop commodities exports
- 2004-2008, in million euros

CAGR Exports Main
11.7M Total (2004-2008) Trade Commodity
3% Other™™ 88.4%
6% Montenegro 145.5% Horticutture
1% ng::}:&g a 220.6% Horticulture
13% EU™ 12.9% Horticulture

Processed Fruits and
Vegetables, Horticulture

6.4M

13% Serbia 38.7%

o . Processed Fruits
21% Macedonia 113.8% and Vegetables
3.6M
32% Albania 107.8% Horticulture
1.3M
2004 2005 2006 2007 2008

Source: USAid (2010)

Graph 4: Relative share of importers of agricultural crop commodities into Kosovo — 2004-2008,
in millions euros

Total CAGR
472.6M {2004-2008)
26.6% Other 13.4%

3.7% Germany 36.7%
4.0% Austria 20.4%
4.1% Slovenia 28.3%
4.5% Croatia 40.0%
4.7% Bulgaria 47.2%

5.9% Hungary 43.2%
6.6% Turkey 29.5%

9.0% Brazil 33.1%

12.1% Macedonia 32.1%

18.9% Serbia 46.9%

2004 2005 2006 2007 2008
Source: USAid (2010)

The following presentation of the agricultural sectors are based on the Comprehensive
Agricultural Evaluation Reprt September 2010. The full text of this report in presented in
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1.3.4.2 ANALYSES OF THE CEREALS SECTOR

The total area of grains is 102,000 ha according to the Farm Household Survey of SOK,
the same figure is 144,000 from the survey of MAFRD. Wheat yields are 3.5-4 tons/ha,
corn yields are arount 4.5 tons/ha, even commercial producers do not have more than 5
- 5.5 tons/ha. C Production costs are hard to be estimated at present stage of FADN.

Subsistence farming dominates the cereal sector, 28.1 percent of agricultural land is used
by farms with an area between 0.5-1.0 ha. Average of agricultural land per agricultural
household is 1.43 ha. Only 1-2 per cent of arable land is used by commercial farms, and
one third of total arable land is used by agricultural households above 3 ha of arable
land.

Small farmers have risk aversion strategy, higher transaction costs, inadequate assets to
be able to access credit, and not enough land to produce enough to make it worthwhile
to enter the commercial market. There is no integration in cereal production, horizontal
co-operations does not exist, due to small farm size and land fragmentation the
efficiency of machinery is limited.

Table 1.14: Production of wheat, maiz and barley (2005-2009)

Year Area (ha) Yield (t/ha) Production (t)

Wheat Maize Barley | Wheat Maize Barley | Wheat  Maize Barley
2005 | 78,853 74,853 4,999 42 49 32| 331,182 331,182 15996
2006 | 73,640 74,092 3,212 3.1 4.6 24| 228,284 340,823 7,708
2007 | 76,752 69,767 2,488 3.9 47 29| 303,170 327,904 7,216
2008 | 76,358 73,774 3,485 4.5 5.0 23| 343,611 368,720 11,503
2009 | 68,891 65885 2,725 3.5 4.8 3.0 | 241,118 316,248 8,175

Source: Data collection of MAFRD (municipalities)

Wheat production

Kosovo plants between 70 000 and 75 000 hectares of wheat each year. The yield is
between 3,5 and 4 t / hectare depending on the agroclimatic and production conditions
of the country as well as on the agro-technique measures undertaken. The low level of
the technology, use of poor quality seeds, planting and care during the vegetation are
the main factors which currently have an impact in achieving low yields compared to
other countries.
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Kosovo can cover 60-70% of its consumption needs. Gross values added (GVA) in the
wheat sector reach the amount 22.5 mio €, if only seed and fertilizer expenses are
considered as variable costs. Therefore, GVA was around 326 € per ha. From the sale of
wheat, farmers received 2,7 mio €, while the value of imported wheat was 11 mio €. It
appears that farmers sell only a small share of their produce to the market (16,888 tons
out of a production of 241,118 tons).

From 2007 on, there is a rapid decline of areas sown with wheat for seeds, as a result of
the lack of support. Seed production is costly, starting from the provision of quality
seeds for multiplication, pre-culture, field inspections (seed certification), processing,
labelling and sampling of seeds and of other additional protection measures (pesticide
treatment). Whilst in the first 5 years after the war 30-35% of the country’s needs for
what seeds were covered, this year only 8-10% of the needs will be met this year.

Maize production

Maize is the second crop cultivated in Kosovo because is serves as a rotation crop with
wheat. Recent years it is planted in a much smaller area (60.000 to 70.000 ha) due to the
decreased livestock numbers and the closure of feed mills. The yearly maize production
is 300,000 to 350,000 tons, import is 20,000 to 30,000 tons.

Barley production
Barley is a traditional crop that is planted in all regions of Kosovo, both for beer

production and for animal feed. The history of barley for beer is closely linked with the
brewery in Peja, since this crop was planted for the needs of this brewery.

2.500-5.000 hectares of barley was planted. Yields were relatively high, quality was
good. Unfortunately, in the recent years the brewery in Peja stopped the cooperation
with farmers and covers its needs from imported barley and malt from the neighbouring
countries.

Other cereals

The agro-ecologic conditions of Kosovo are favourable for sunflower, nevertheles this
plant used to be cultivated on more than 10.000 hectares only (average yield of 2.5
tons/ha). oil. Oat also exists, produced on a very small hectares.

Cereal processing and trade

There is a large milling capacity in Kosovo (1.5 million tons of wheat/year) with 93
units. After the collapse of grain trade in the former Yugoslavia, the use of capacity
decreased, now 26 mills are not working, the rest processes approx. 380,000 tons/year.
Local demand for wheat is estimated to 420,000 tons/year, the use of capacities 25 per
cent. In the last 4 years wheat import was 80,000 to 130,000 tons, flour import was 30,000
to 40,000 tons with a growing tendency for both. The yearly wheat production is 250,000
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to 300,000 tons, largely depending on weather conditions. The storage capacity is 212,000
tons of wheat and 32,000 tons of flour. Quality assurance of milling seems to develop,
mills take part in a worldwide flour fortification initiative.

According to experts' estimations 70 per cent of locally produced wheat is not marketed.

There are 7 big bread factories with a capacity over 10,000 pieces/day, the rest of bread
is produced by small bakeries. Most of domestic maize is used by feeding livestock at
agricultural households.

MAIN FINDINGS

Wheat is dominant and strategic culture in cereal production, which does not cover the
country’s needs. Still, there is little import substitution potential of cereal production.
The surface of arable land is constantly decreasing, because of the lack of spatial

planning and regulations.

SWOT ANALYSIS FOR CEREAL SECTOR

Strengths

‘ Weaknesses

Opportunities

Threats

Production

Good climate and soil for
wheat

Experience and interest of
farmers in grain production

Land fragmentation, small
parcels

Lack of irrigation systems
for corn

High costs of imported
inputs

Lack of finance and
investments

Low share of high quality
inputs

Old machinery

No local seed production

Existence of subsistence
farming: local demand for
animal feedings
Continuous demand for
cereal products

Sufficient unused land for
grain production

High import substitution
potential

Investment subsidies from
EU and other donors

Grain export subsidies of
surrounding countries

Grain import

No stable prices

Processing

High technological level of
milling industry

Large grain storage
capacities

Large flour storage
capacities

Few processors dominate
the market (barley and oil
seeds) and reduce prices
Lack of vertical integration
Lack of co-operation with
processors of industrial
crops

No clear market conditions
for wheat (mill store the
flour and give back to
producers)

Continuous local demand
for flour and feed products
High import substitution
potential

No access to EU market
(no equal opportunities)

Administration, Governance

EU-conform legislation for
inputs

Weak implementation of
laws

No state intervention
(safety stocks)
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RECOMMENDATIONS
] Agricultural strategy for cereals must be focused on land consolidation, land

market and land rental market in order to help the most efficient family farms to
reach commercial size;

. The work of local authorities should be improved in order to make regular plant
health and fertilizer /chemical quality checks;

. The use of high quality inputs (seeds, fertilizers, pesticides, machinery) should be
improved together with training and advising of farmers;

. Support for wheat seed production, processing and packaging is recommended;

. Regarding barley, efforts should be made together with the Management of the
brewery in Peja to reach an agreement regarding the cooperation with farmers;

. System for mutual use of machinery and storage facilities should be set up:

. Investment subsidies: As far as possible, compound projects should be supported.
Training programmes shall be always part of the projects.
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1.3.4.3 ANALYSES OF THE HORTICULTURE SECTOR

Horticulture in Kosovo is considered among sectors of high priority. Even though this
sector for the time being is not well developed and is mainly oriented towards import
the latest development trends show that this sector is moving fast and aiming to change
the current orientation; import substitution with exports. Kosovo is, for the time being, a
great importer of fruits, vegetables and decorative plants starting from the planting
material to final products that this sector provides. Kosovo has an increasing growth
potential of export of fruits and vegetables in neighbouring countries and broader based
on these specifics:

e cheap labour and
e agro-climatic conditions that favour the production of high quality fruits and
vegetables.

Lack of investments for indoor cultivation have made farmers to largely focus on open
field production. This results with hyper-production during July, August and
September. The extension of the production period may be done by applying a more
advanced technology for the cultivation of fruits, vegetables and decorative plants in
greenhouses (indoor cultivation) through which:

e the domestic production will increase,
e the high level of import will decrease,
e possible export increase.

Good quality saplings are not produced in Kosovo. The quality of imported saplings is
also poor. Domestic nursery gardens and the import should be a subject of strict
inspections. During the production, more attention should be paid to the proper use of
pesticides.

FRUIT PRODUCTION

Each year Kosovo plants planting of 100 - 150 ha new orchards out of which some 40-50
ha with apple are considered as semi-commercial, commercial or household farms. The
pace of new plantings is still quite low compared to the country’s needs.

Table 1.15: Production of apple, plums and strawberries (2009)

Area (ha) Yield (t/ha) Production (t)
Applel0 1,398 10 16,776
Plum 1,835 8 14,680

10 Areas from 1398 apple plantations are categorised: 790 ha, belong to households (data source from MAD 2009) and 608 ha are
areas over 0.10 ha (source: Geo-land). Project Geo-land has registered: farmers’ name, surname, village, municipality, region,
cultivars, root-stocks and the age of the orchard)
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Strawberry 123 7 861

Total 3,356 32,317
Source: Data collection of MAFRD (municipalities)

Table 1.16: Import of selected fruits (2006-2009)

2006 2007 2008 2009
tons 1,000€ tons € tons € tons €
Apple 11,716 5,858 | 10,759 5,379 9,929 4,964 7,892 3.946
Plum 281 112 475 190 470 188 350 140

Source: Data collection of MAFRD (municipalities)

The import of apples decreased last 3 years from 11,716 to 7,892.

Fruit processing and trade

Normally, processors use second and third class products whilst the farmers do not
classify their products. Since most fruits are still being imported, farmers may get better
prices for their fruits in the free market (even with lower quality). Overall annual
consumption in 2001 was 22 kgs/per capita. Commercial farmers sell their apples to
wholesalers (48%), green markets (23%), supermarkets (20%), retailers (6%), export (2%)
and other traders (2%).

There is a significant preference for buying fruits produced in Kosovo. This is confirmed
by the perception that Kosovo productions are at least of the same quality as imported
products.

GRAPE AND WINE PRODUCTION

In the 80’s, export from Kosovo was 40 million litres per year; mainly to Germany
During the war the area of vineyards reduced drastically. Vineyards in socially owned
enterprises sector were totally destroyed.A full vineyard cadastre was completed in
2008/2009.

Table 1.17: Area of vineyards (2008-2010)

VINEYARD 2008 | 2009 NEW 2010 PERCENTAGE
AREA PLANTATIONS

2010
Rahovec 1,967 | 2,140 140 2,280 71.3
Suhareka 946 | 606 58 664 20.61
Prizren 320 | 151 2 153 4.75
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Malisheva 88.5| 515 0 51.5 1.6
Gjakova 55| 374 1.3 38.7 1.3
Peja 33 7 15 8.5 0.27
Istog 16 5 0 5 0.17
Total 3,437.5 | 3,006 201.8 3,209.7 100

Source: Vineyard cadastre (2008/2009)

The vineyard area in Rahovec is the most important vineyard area followed by the
vineyard area of Suhareka. Both of them together comprise over 91% of the overall area.
The price of grape for processing has not changed in the last three years, processing is
set according to the grape variety and quality. This price of grape is between 0.11 and
0.50 cent per kg depending on quality.

Average yield of grapes is between 8.5 t/ ha and 9.5 t/ha. Wine prodiction arised from
5,6 mio litters in 2007 to 6,6 mio litters in 2009

Grape processing and trade

Home processing of grape into wine is also important. There is a relatively large number
of processors which are not licensed and conditions of processing are very poor in terms
of hygiene and technological equipment. In vineyards production the profit is very low
and depends a lot on the quality. For the time being farmers are not facing any
marketing problems in selling table grapes.

The current market is characterised with poor quality wine, with low prices since
commercial wines have to compete with home made products. In order to have a better
return of investments in the sub-sector, a better quality is required as well as a clear
profile of the marketed wine compared to home made wines.

VEGETABLE PRODUCTION

There are around 14,500 ha of vegetables. Potato cultivation comprises round 28% (4,100
ha), tomato with 12%, cucumber 10%, onions 9%, cabbage 8%, watermelon 8 % etc. Since
the end of the war the number of greenhouses has tripled: Now 644 farmers have
greenhouses bigger than 250 m2. Altogether make 152 ha - with an average of 0.24 ha. In
this strategy, the production, open fields and greenhouse production were treated
separately. Pepper and cabbage were treated as marking crops for open field
production. For greenhouse production the most important crops are tomatoes,
cucumbers and peppers.

Table 1.18: Areas, yield and production of vegetables (2009)

Crops Vegetable cultivation in open fields ‘ Vegetable cultivation in greenhouses
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Area(ha) Yield(t/ha) Production(t) | Area(ha) Yield(t/ha) Production(t)
Pepper 3,200 22 70,400 20 80 1,600
Watermelon 1,200 35 42,000
Cabbage 1,260 30 37,800
Cucumber 40 50 2,000
Onions 1,470 20 29,400
Tomatoes 140 150 210,000
Total 7,130 107 179,600 200 213,600

Source: Data collection of MAFRD (municipalities)

Since after the war a lot was invested in greenhouses and there is still possible to
enhance the capacities mainly by extending the production period. An additional area
for greenhouses is foreseen (170 ha); most of it (100 ha) should be greenhouse with
medium level technology (MTL).

Table 1.19: Area of greenhouses (2005, 2008, 2011)

(Ha)
Greenhouse type 2005 2008 | 2011
Simple tunnels 55 115 141
MTL 6 13 32
Block-system 12 24 31
Total 73 152 203

Source: Data collection of MAFRD (municipalities

Vegetable processing and trade

Processing of horticultural products is becoming more important as the market demand
for fresh quantities of some of the fruits and vegetables is starting to be saturated by
local production. The industries included large, medium, and small scale/subsistence
scale operations. Supermarkets and wholesale markets are like the “pulse” of the local
food industry and visits were made to several of these as well. It appears that there is a
stiff competition between locally processed fruit and vegetable products and imported
products from neighbouring countries, and it is feared that the local products are losing
the competition. There are several likely reasons for this, which are: cost disadvantage,
poor “presentation”, poor quality of locally produced products, and a virtual monopoly
or over abundance of imported products in the market place.

A major challenge Kosovo faces in the development of appropriate market/distribution
channels is the lack of financial resources. Looking at the fast development of the
supermarkets in the country, producers in Kosovo have to get prepared for a different
retail system, in which much more attention have to be paid to quality and consistency
(meeting standards). The situation of farmers in the EU and in countries exporting to the
EU shows that especially small farmers benefit from joining marketing
cooperatives/groups. The low level of organization/integration and the inappropriate
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contracting environment are therefore a further challenge for the development of the
sector in Kosovo.

The processing units are operating far below their capacity due to a lack of raw
materials. The overhead costs could be reduced by keeping the units in operation all
year round or increasing productivity through product diversification. The problems are
the poor sanitary conditions, particularly at small and small scale/subsistence
operations, which contribute to quality and food safety issues.

MAIN FINDINGS ON HORTICULTURE

The most important findings are:

e Limited access to wholesalers and supermarkets caused by small supply quantities
and limited harvesting period;

e Kosovo growers are still not aware of the importance of the quality of fresh
vegetable products for successful marketing; the attention is on the production side.
Much less attention is being paid to the quality of fruits in terms of uniformity of
size, shape, colour, ripening stage, and shelf life;

e Supply contracts are always based on oral agreements; special quality demands are
missing

e Local storage facilities which grade, package, and label local products (collection
centers) are planned;

e Greenhouse production is increasing.

SWOT ANALYSIS FOR HORTICULTURAL SECTOR

Strengths | Weaknesses | Opportunities Threats

Production
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Strengths

Weaknesses

Opportunities

Threats

Good agro-climatic
conditions for crop
production

Increased awareness of the
population on the
consumption of domestic
products

Great demand for domestic
production and a (still)
large absorbing capacity
Sufficient cheap labour

Young population.

Fragmentation of the
agricultral land.

Building of greenhouses
with low technology

Cultivation of traditional
varieties

Lack of warehouses for
fruit preservation

Obsolete technology

Poor management skills
of farmers

Poor market organisation

Education, training and
extension services not at a
satisfactorily level

High prices of agro-inputs

Increased consumption of
vegetables

Introduction of new
varieties

Extension of seasonal
production

Cultivation of industrial
varieties

Fesh and good quality
products

Possibilities for integrated
and organic production

Supply contracts with
growers to supply
vineyards with grape
according to the
standards of the specified
quality and quantity and
payments accoerding to
the quality

Unfair competition-
Subsidizing the export of
fruits and vegetables from
the countries in the
region.

Unfavourable credit
conditions

Uncontrolled use of
chemicals and fertilizers

Processing

Building storage rooms

Expanding processing
capacities

Administration, Governance, HR

Favourable fiscal policies
Government support
policies for the
development of the
horticulture sector

Legal infrastructure

Support of the
development of the
horticulture sector by EC
and other projects

Government’s support for
Horticulture

RECOMMENDATIONS

Fruit sector

e To raise modern nursery gardens;
e To increase the areas planted with fruits (apple) with an improved variety
structure an in line with agro-ecologic conditions of various areas of the

country;

e To increase the areas of commercial and semi-commercial orchards;

e To promote the production of fruits and vegetables and to improve the
marketing for the purpose to increase the fruit consumption;

e To establish a sustainable market information system;
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e To build new greenhouses with medium level technologies and increase the
areas for the cultivation of soft fruits, especially strawberries in greenhouses;

e To increase the yield per unit (introducing new cultivars) especially by using
the biological potential of varieties;

e Supply with quality inputs and advanced technology;

e To fulfil the marketing standards and implement good agricultural practices.

Grape sector

Identification and organisation of grape growers that supply wineries in order to
train them on the technologies on grape cultivation including the selection of
varieties, vineyard management and vintage techniques in order to optimise the
quality and consistence of supply;

Development of skills in wineries for the management of the wine process, using the
latest scientific techniques in order to maximise the quality and present the
classification of wine according to the grape variety and quality;

Improved marketing and distribution techniques including the selection of brand
names, labelling, packaging, promotion techniques, channel management, pricing
strategies etc.

Vegetable sector

Preparation of an inventory of production as information for potential customers;
Initiating the collection and provision of seasonal production information on
group/village base as up-to-date information for the markets;

development of a marketing channel, market management, especially for Pristine
hostelling;

information on storage technologies for different crops to inform potential investors;
Support to traders and wholesaler association with regard to organizational
development;

Preparation of market studies on EU exports and market requirements;
encourage farmers to focus on organizational development, capacity building,
product and quality improvements and marketing.

1.3.4.4 ANALYSES OF THE LIVESTOCK SECTOR

Generally, livestock production is seen as a backbone of Kosovo’s agriculture,
considered as an activity with considerable social and economical importance.
Furthermore the livestock sector is the most demanding sector in terms of costs of
meeting the hygienic, environmental, animal welfare and food safety standards.
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Kosovo has over 83,000 livestock farms, most of which are small size, mainly subsistent
and semi subsistent farms. Typical farm feature is a high level of land fragmentation.
Livestock products constitute a main source of food and a high share of production still
serves subsistence purposes.The small livestock farms have poor hygienic and zoo-
technical conditions. Livestock breed structure is unfavourable to the high production
breeds. Commercial farms and some of the semi commercial farms have more advanced
breeding condition, but there is a lack of knowledge on the practices, equipment and
machinery required for animal breeding in commercial farms too.

The largest part of the livestock sector is cattle production (approx. 59%), followed by
small ruminant livestock sector (goats and sheep) with 28%. Poultry and pig production
have less share. Other livestock sub-sectors in Kosovo are aquaculture and bee keeping.

Feeding basis is insufficient and of poor quality which is reflected in the decline of
genetic production potential and farmers” income.

MILK PRODUCTION

The majority of milk producers are semi-subsistence farming households. The
commercialmarket (mainly cow milk) is characterized by the existence of informal
(direct selling from farmers) and formal market channels (collection & distribution by
dairies).

Due to the significance of livestock and milk production, MAFRD has selected the milk
sector as a policy priority.

Cow milk

There are around 151 000 milking cows or 52% of the cattle fund. The predominant size
of cow milk farms is 1-5 heads which comprise most cows in milk production (76%),
24% is comprised by farms that have over 5 heads of milking cows and only 5.3% is in
farms over 10 cows. Farms with 5 and over 5 heads of milking cows are the main
suppliers of the processing industry with raw milk.

Table 1.2: Milk cow farms according to the size

Farm size - heads Average No. of farms No. of heads Share (%)
5-10 7 3,896 27,272 92
11-20 18 277 4,986 6
21-50 33 62 2,046 1.5
50 < 50 3 151 0.5
Total 4,238 36,501 100

Source: Data collection of MAFRD (municipalities)

The domestic milk production of Kosovo is 381.896 tons which means 2520 litres milk
yield per head. Major part (49%) of the milk is used on farm for consumption or for
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feeding calves covering the needs of the household, another large part (41%) is sold on
green markets and only 10% is processed (according to estimations, in total only about
3,000 farmers (about 3.6% of dairy farms) supply milk to the commercial dairies). The
per capita consumption is 170 litre milk equivalents.

Sheep milk

1 081 farms in Kosvo has more then 30 heads of sheeps. The biggest share is to farms
with a size between 50 and 100 (403), followed by the group of size between 100 and 200.
(see table below)

Table 1.21 : Sheep farms according to the size

Farm size - heads | Average | No. of farms | No. of heads | Share (%)
30-50 40 244 9,760 22.6
51 - 100 73 403 29,419 37.3
101 - 200 150 301 45,150 27.8
201 - 300 240 78 18,720 7.2
301 - 500 340 55 18,700 5.1
Total - 1,081 121,749 100

Source: Data collection of MAFRD (municipalities)

Around 100,000 heads of sheep are in lactation whilst milk production in lactation is on
average 80 1. Annual production of sheep milk is 8.000 tons. Sheep milk is mainly used
for cheese production with geographic origin “Sharri Cheese” and full-fat ‘kos” in the
traditional or industrial way. These products are mainly sold in the domestic market.

Goat milk

Kosovo produces around 3.900 ton of goat milk and has around 14.600 heads of goats in
lactation. There are around 226 goat farms with a size above 20 heads, of which the
biggest share is of the farms with a size between 20 - 50 heads. Goat milk is mainly sold
in the market as diet milk and a relatively small amount of it is processed into cheese.

Milk processing and trade

Large farms and households through milk collection centres (MCC) supply with milk to
one 19 licensed milk processors. In large commercial farms milk is collected directly by
milk processors whilst small-scale farmers and households through MCCs. The quality
and hygiene level of collected milk is generally low. Processors are aware of this
problem and try to improve the quality of milk delivered by the system of higher prices
paid for good-quality milk. Problems also arise due to significant variation in milk
production on farms (low production in winter and high production in summer).
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Out of 19 licensed milk processors currently only two have HACCP certification. The
capacity of the milk processing industry is 353,500 1 /day. The level of use of this
capacity is 20 -30%.

The milk processing industry currently has a limited assortment of products. Main
products of the milk consumed in Kosovo are: milk, fermented milk products (yoghurt,
kos and ayran), white cheese and Sharri cheese.

The consumption of cheese consists primarily of cottage type white cheese and hard
cheese such as Kashkaval, Gouda, etc. However, the majority of this latter type of cheese
is imported. Kosovo imports 26 100 t of milk products (mostly UHT, and fruit yogurts).
Export of dairy products is very limited and is mainly for Albania.

MEAT PRODUCTION

The beef industry is primarily a by-product of the dairy industry. Only several farms are
focused on intensive fattening with a relatively low number of heads. Small farm
operators prefer the Simmental breed because it is a moderate milk producer as well as a
good beef animal. Producers sell to traders at rural livestock markets that rotate on a
weekly basis (58.177 t), and also there is a significant amount of import (12.514 t. in
2009). There are 30 meat processors and 37 slaughterhouses, as well as many small meat
shops. Only two slaughterhouses have technological lines for the slaughtering of small
ruminants. Only the larger processors are registered, the rest of the processors/shops
operate unregistered.

Red meat, especially beef, is a popular product and offers opportunities for import
substitution.

Table 1.22: Meat consumption (2009)

Type of meat Amounts (ton) (%)
Domestic production: 31,308
- Cattle 28,832.55
- Small ruminants 1,275.8
- Pig 2,329.8 32
- Fish 496
- Chicken 1,979
Import 65,905
- Cattle + live animal (carcass) (12,514+ 16,881) = 29,395
- Chicken 35,792 68
- Pig 655
- Sheep 57
- Fish 6
Total 97,213 100

Source: MAFRD, Kosovo’'s Customs
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Cattle

Cattle is the main meat production sector and the most demanded meat. 127,449 heads
of cattle are slaughtered each year in Kosovo out of which 112,294 or 88% are calves and
15,155 or 12% are cows released from milk production. 28,832.55 tons of cattle meat is
produced each year out of which 25,907.64 tons / year or 89.85% are veal.

Quite a large amount of cattle meat is provided by animals imported for slaughtering
purposes. In 2009 Kosovo imported 6,321 heads of cattle for slaughtering.

Meat production being a secondary milk production activity is characterised with a
specific element, i.e. early slaughtering of heads. Most heads slaughtered are 8 - 12
months old. Slaughtering at this age is not economical.

Sheep and goats

Sheep production is mainly referred to lamb whilst meet production of older sheeps is
relatively low. Lambs slaughtered are 5 - 6 months old at 22-25 kgs. Annually, around
100,000 heads of lambs are slaughtered whilst the annual production of lamb meat is
1,200 tons.

Lamb meat production has many problems which is reflected in the overall business of
sheep farmers as a result of the unsafe lamb meat marketing, especially its exports.
During the season of lamb meat marketing, in May-June, because of the lack of interstate
agreements etc. meat marketing still relies on domestic production and the low export.

The kid meat comprises most of the goat meat. It is usually consumed as fresh meat for
consumption. Around 10.000 kids are slaughtered each year, mainly when they are 5-6
months old with an average weight of 20 kg. The annual production of kid meat is 130
tons.

Lamb and kid meat is quite demanded for direct consumption, however, around 50-60%
of the total quantity may be exported.

Pork

Pork is consumed by Christian communities which comprise around 10%. In 2003
Kosovo had a pig population of 53,000 heads, mainly in the households. The pork
production is also modest 2,329.8 tons.

Poultry

Poultry meat production is actually based on the hens released from egg production and
chicken from households. Only one domestic producer produces broilers. Every year
1,979 tons of chicken meat are produced out of which 10 tons are broilers.

Broiler (meat) production has a production potential and tradition and this has to be
taken into account. The current demand for this type of meat is assessed to be 30.000
tons/year or 18.000.000 broilers.
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Meat processing and trade

Kosovo has sufficient capacities for animal slaughtering but only a low number of heads
are slaughtered in slaughterhouses, most heads are slaughtered in households and in
public places without taking into account food safety requirements. The using of the
capacities of slauther houses are very low. In 2009 35.000 heads of cattle were
slaughtered in licensed slaughterhouses including 6.321 heads from imports. Animal
slaughtering according to the legislation and best hygienic practices is an important
factor in the chain of food safety.

Slaughterhouses capacities for slaughtering small ruminants are insufficient and partly
functional.

Currently, the meat industry processes products from imported meat. Only few of the
small processors, mainly of the traditional salami use fresh domestic meat. There are 30
industrial meat processors that process with meat products. Meat products produced are
mainly various types of salami, including traditional salami and proshute (cattle ham).
Only one of the factories produces cattle meat slices (alb. rriské gjedhi) and the pate (alb.
pashteta) packaged in metallic conserves which is classified as a conserved meat dish.

Capacities of the meat industry are sufficient for the processing of around 300 tons meat
/ day whilst the level of their use is around 20% of the installed capacity. Apart from the
meat processing in industrial conditions some of the traditional meat products are also
produced from small processors at the level of shops specialised for meat products.

In general, the meat industry has the required technology, mainly for producing salami
and proshute. The technological side is very well, however until now only one meat
processing factory has implemented the food security system.

OTHER LIVESTOCK
Fish

Fish production for economic purposes is focused only on aquaculture. Aquaculture is
currently a production focused for catering (hotels, restaurants). The types of fish
produced are Trout and Carp, out of 26 fish ponds 23 produce trout and 3 produce carp.
Acquaculture production is estimated to around 496 tons of fresh fish meat.

Eggs

Production of eggs in the country is over 300,000,000 eggs whilst the laying hen fund in
commercial farms is around 900,000 laying hens / year. Also, there are hatching
capacities with an annual production of 70,000 chicks for industrial needs of egg and
meat production.

Taking into account the overall developments of egg production it can be said that this is
a well consolidated sector with a growth tendency. Farms with less than 10.000 units are



ok

AT

» Agriculture and Rural Development Plan 2010-13
September 2010

a good basis for a rapid development of production. In general, the egg producing
technology is obsolete.

Honey

Currently, Kosovo has 6,453 beekeepers with 70,664 beehives. Out of the total number of
beehives only 15 of them are with over 300 bee families.

The beekeeping production increases the value of rural areas and contributes to the
incomes of the rural population. Honey is of very good quality and is mainly sold as a
natural product.

Beekeeping as an economic activity is mainly developed in rural areas with a very rich
variety of honey

Honey and honey products are products with an export potential, it could be a great
opportunity for the bee keeping sector in Kosovo.

MAIN FINDINGS

Investments are needed to realize an expansion of the meat and dairy sectors, which
have good import substitution potential. Investment in dairy farms are needed. Lamb,
goat meat and their milk and milk products could play an important role in the future
rural life, especially in organic farming. Feeding sheep and goat is based on grazing,
which means lower feeding costs. These pastures are located mainly in the mountainous
area.

Currently there is only export of live animals. In order to exploit the export possibilities

to the neighbouring countries, establishing the slaughterhouse that meets EU food safety
and quality standards has a priority.

SWOT ANALYSIS FOR MILK SECTOR

Strengths Weaknesses Opportunities Threats
Production
Long tradition with Small scaled farm structure Better access to EU | High share of
livestock production in and prevailing subsistence internal market; import;
general; farming; Consumers preference | Agricultural
Still large share of young | Low milk yield per cow / to local products; labour force
population in rural area; | sheep and goats; outmigration;
Improving technical and | Overall low production Restrictive fiscal
managements skills of efficiency; policy;
farmers ; Low raw milk quality; Climate change;
Low labour costs; Low production capacity of
Emerging dynamic sector | native cattle breeds and
of commercial farmers; problems with animal health

control;

Labour intensive production
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Weaknesses

Opportunities

Threats

system with low
mechanisation;

Lack of manure storage
capacity on farm;

Lack of interest and motivation
of youth to consider farming as
main occupation;

Low share of labour force at
farm level with specialised
education and technical know-
how;

Limited vocational training
and specialised advisory
services;

Difficult access to credit /high
cost of credit;

Processing

Relatively well developed
processing sector-
increasing investments in
dairy and meat
processing sectors;
Emerging experience in
modern production
techniques;

Lack of mutual trust and
cooperation among producers,
between producers and
processors/ traders;

Weak links among actors in
the value chain (commodity
systems), especially between
farmers and processors (milk
collection systems);

Low level of mechanisation at
farm level and limited
application of modern
technologies along the agri-
food chain;

High and growing
domestic demand for
high value products;

Increasing
international market
for organic products;
Market outlets -
supermarkets - are
looking for certified
products;

Increased
competition from
foreign products;

Administration, Governan

ce

Recently established legal
and institutional frame
for food safety;
Improved policy
formulation and
government concerns for
the development of the
sector’s competitiveness
(Strategy for
development of icultural
sector prepared by
MAFRD);

Government financial
support for milk sector

Weak enforcement of the food
safety and environmental
legislation;

Government/EU
subsidy schemes;
Government policy to
improve consumer
protection (support to
fighting zoonotic
diseases);
Opportunities to
obtain experience
through diverse
donors support and
contacts with EU
partners;

High inerest rate
remains as an
obstacle for
investments
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Strengths Weaknesses Opportunities Threats
developed for 2010;

SWOT ANALYSIS FOR MEAT SECTOR

Strengths Weaknesses Opportunities Threats
Production

Long tradition with Small scaled farm structure Better access to EU High share of
livestock production in and prevailing subsistence internal market; import;
general; farming; Consumers preference | Agricultural
Still large share of young | Mostly primitive stables to local products; labour force
population in rural area; (especialy for the small outmigration;

Improving technical and
managements skills of
farmers

Low labour costs;
Emerging dynamic sector
of commercial farmers;

ruminant) not respecting
animal welfare standarts;
Breads more suitable for milk
than for meat

Overall low production
efficiency

No clear specialization
between milk and meat
production on the farm;

Low production capacity of
native breeds (for the cattle,
sheep and goat and less
profitable cross-breed and
other breed in pig sector) and
problems with animal health
control;

High feed cost;

Low share of labour force at
farm level with specialised
education and technical know-
how;

Limited vocational training
and specialised advisory
services;

Lack of knowledge and skills
about EU standards and
modern farming practices
Difficult access to credit /high
cost of credit;

Restrictive fiscal
policy;
Climate change;

Strengths Weaknesses ‘ Opportunities Threats
Processing

Relatively well developed | Limited implementation of High and growing Increased
processing sector- veterinarian inspections and domestic demand for | competition from
increasing investments in | sanctions procedures; high value products; foreign products;
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Strengths

Weaknesses

Opportunities

Threats

dairy and meat
processing sectors;
Emerging experience in
modern production
techniques;

Growing consumption of
chiken meat and eggs;

Overall poor conditions in
slaugtering not matching even
national standarts;
Unregistered slaugtering;
Lack of mutual trust and
cooperation among producers,
between producers and
processors/ traders;

Increasing
international market
for organic products;
Market outlets -
supermarkets - are
looking for certified
products;

Administration, Governance

Recently established legal
and institutional frame
for food safety;

Weak enforcement of the food
safety and environmental
legislation;

Government/EU
direct and investment
subsidy schemes;

High inerest rate
remains as an
obstacle for

Improved policy Government policy to | investments;
formulation and improve consumer
government concerns for protection (support to
the development of the fighting zoonotic
sector’s competitivenes; diseases);
Government financial Opportunities to
support for obtain experience
slaughterhouse premiums through diverse
for the meat sector donors support and
proposed for 2011; contacts with EU
EU support scheme in partners;
2010 for investment in
milk/meat processing
enterprices;
RECOMMENDATIONS
Milk
J Enforcement of the food safety legislation;
. Better integration and cooperation of farmers and processors (technology,
knowledge, collection, milk contracting etc.);
J Investment support to realise an expansion of the dairy sector, which has good
import substitution potential;
o Investments in equipment and improvement of herd management and

husbandry skills to level with higher genetic potential, as well as investments in
improving the breed (Breeding of animals with a high genetic potential), through
breeding programmes;

. Investments for improving hygienic and zoo-technical conditions, through
financial support, in the modernisation of existing sheds and the building of new,
in order to meet the needs on farm:

J Improvement of marketing for the milk products;
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J Improving the feeding base and the rational use of pastures.

° Implementation of incentives for milk, subsidies for milk producers, subsidies of

credits for livestock farmers

Meat

e Improving the breed, the feeding basis and breeding conditions.

e Support in establishing farms specialised in fattening and production
differentiation;

e Intensification of the control of animals to be slaughtered and of the slaughtering;

e Improvement of the safety and quality of products including the supply network;

e Establishing the required infrastructure for exporting lamb meat (modernisation
of slaughterhouses, accreditation);

e The system for controlling imported meat, by strictly respecting the law on
consumer protection;

e Promoting broiler meat, through investment support;

1.3.5 FORESTRY

Forestry is an important sector in Kosovo for economic, environmental and social
reasons. Around 41 percent of the total area of the land of Kosovo is with forest and forest
land. In the Survey information was gathered from households on forests in the
agricultural household sector, wood usage and types of wood used.

Table 1.23. Wood utilization by region in cubic meters in 2008

Region Fire wood m3 Technical, Industrial m3 Total used
Kosovo 451 735 6248 457 983
Prishtine 86 618 - 86 618
Mitrovice 120 323 230 120 553
Peje 42797 1792 44 589
Gjakove 34 428 1266 35 694
Prizren 54 762 208 54 970
Ferizaj 51 394 2703 54 097
Gijilan 61413 49 61 462

(source: agricultural household survey 2008)

Table 1.23 indicates reported wood utilization by region. Most firewood is used in the
region of Mitrovica. Wood utilization incorporates two categories, firewood and
technical/industrial wood. Around 98,6 percent of wood used as firewood.
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1.3.6 AGRICULTURAL INPUTS
Agricultural machinery and equipment

In the survey data were collected about agricultural inputs, namely agricultural
machinery and equipment, fertilisers and manure. Around 40% of the households own
different tractors and associated machines and equipment. The value figures (unit values)
refer to the owner’s judgment on how much they could get for the machine if they sold it.
It is supposed that for various reasons the owner’s judgment tends to underestimate the
market value. However the data from table 1.24 undoubtedly justify the necessity of
setting up an agricultural development programme in Kosovo.

Table 1.24 Machinery and equipment in agricultural households in 2007

Small farms Large and specialized farms
Type of equipment Number Unit value (in Number Unit value (in

owned Euro) owned Euro)
Tractors & associated machines
Large tractor (over 40 HP) 26 847 3.706 88 14 321
Small tractors 50 768 3 004 67 4.476
Plough 64 579 253 127 1727
Disk harrow 17 209 328 43 1143
Tooth harrow 32116 265 54 530
Trailer 54 580 831 99 1532
Sowing Machine 4905 707 52 3848
Miller machine 4 094 635 38 1421
Fertiliser spreader 3373 308 43 901
Manure spreader 482 726 12 1567
Sprayer 2177 455 45 983
Mower 9474 661 53 1139
Hayrack 5554 429 39 649
Corn silage machine 513 946 16 2533
Potato lifter (with cleaning drum) 697 1136 14 4421
Hay baler 1639 2 682 24 3400
Intertillage implements 175 1028 6 1043
Motocultivator and associated
machines 13 454 1210 18 1306
Motocultivator 4802 168 5 120
Plough 7988 362 8 463
Trailer 8314 235 11 245
Miller machine 2745 281 5 160
Mower 954 148 1 2200
Intertillage implements
Other machinery and equipment 837 7169 26 13 929
Combine harvester 4388 292 33 1599
Mill (larger for farm use) 2120 500 24 1677
Water pump (large capacity) 879 391 29 4180
Milking machine 945 1035 11 5 864
Other

(source: agricultural household survey 2008)
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The survey indicates that NPK is used by 60,6 percent of small farmers and 74,1 percent
of large farms. Table 1.25 shows the use of mineral fertilisers in agricultural crops. The
amount and the average use are presented in gross terms. The net use of active substance
is not aveable. Average amount of fertilisers used in small farms is 260 kg/ha while in
large farms is 324 kg/ha in 2007. The average of the used manure is 1553 kg/ha.

Table 1.25 Use of fertilisers by groups in 2008

(source: agricultural household survey 2008)

1.3.6

FARM EXPENDITURE

Fertilizer
Crop Total
groups Area | NPK | NPK | NAG | NAG | URE | URE | Other | Other | (NPKNAG,
(ha) URE,Other)
ton | kg/ha| ton | kg/ha| ton | kg/ha| ton | kg/ha kg/ha
Grains 98543 | 27883 283 | 12803 130 | 12319 125 | 3297 3 541
Vegetables | 11613 | 4180 360 | 2480 214 991 85 96 8 667
Fruits 5096 | 1274 250 268 53 188 37 35 7 347
Forage 104763 | 6354 61| 2842 27 | 3934 38| 130 1 127
Plants
Other 319 50 157 28 89 4 14 2 5 265
Total 220334 | 39741 180 | 18442 84 | 17437 79 594 3 346
(source: agricultural household survey 2008)
Table 1.26 Use of manure by crop groups in 2008
Crop group Manure
Area (ha) Ton kg/ha
Grains 98543 284281 2885
Vegetables 11613 98686 8498
Fruits 5096 21367 4193
Forage Plants 104763 221203 2111
Other 319 1346 4212
Total 220334 626883 2845

Table 1.27 presents the main categories of farm expenditure. Fertilisers, contracted
services, rent paid for hired machinery, fuel, animal feed and purchase of livestock and
seeds account around 80 percent of the total expenditure for the sector. The very low
share of interest paid for loans among expenditures sheds a light on necessity to develop
agriculture’s financing.
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Table 1.27: Structure of farm expenditure in 2008

Small farms Ijarge and Total

Expenditure type specialized farms
Euro % Euro % Euro o
(000) (000) (000)
Fertilizers 31752 27,2 856 17,8 32608 26,8
Manure 1046 09 18 04 1064 0,9
Chemicals 3246 2,8 132 2,7 3378 2,8
Seeds 10429 8,9 407 8,5 10836 8,9
Animal feed 12891 11,0 1064 22,1 13955 11,5
Livestock purchase 11420 9,9 334 6,9 11754 9,7
Veterinary services 3782 3,2 67 1,4 3849 3,2
Wages and salaries 3390 29 630 13,1 4020 3,3
Fuel 14178 12,1 495 10,3 14673 12,1
Machinery repairs&maintenance 3407 29 93 1,9 3500 29
Contracted services&rent for machi 14780 12,7 103 2,1 14883 12,2
hire 933 0,8 85 1,8 1018 0,8
Maintenance & repair of farm build. 1945 1,7 267 5,6 2212 1,8
Rental of farm land and buildings 676 0,6 66 1,4 742 0,6
Electricity, telephone etc. 784 0,7 67 1,4 851 0,7
Interest on loans 2039 1,7 125 2,6 2164 1,8
Othert operative expenditures 116698 100,0 4809 100,0 | 121507 100,0
Total

(source: agricultural household survey 2008)

14 ANALYSIS OF DISPARITIES WITH THE EUROPEAN UNION

An attempt has been made to contrast the situation today in Kosovo with that in the EU.
Data comparing Kosovo with the EU-15 and EU-25, as well as with Bulgaria and
Romania, are given below!l. The analysis of disparities suggests that it will take

1 These will be updated annually by MAFRD’s Policy Development Department, including the situation in countries of the Western
Balkans.



considerable time to close the gap between living conditions in Kosovo and the rest of
Europe.



Table 1.28: Comparison of Kosovo and EU Data

17
18

19

20
21
22
23
24

25
26
27
28
29

Indicators, 2006

Basic data (DRAFT)

Area

Population

National accounts

Gross domestic product

GDP per capita (PPS)

Growth rate of GDP at constant prices
Employment growth (2006)
Labour productivity growth

Unit labour cost growth (2006)
Labour productivity, PPS
Agriculture (share of total GVA)
Industry (share of total GVA)
Construction (share of total GVA)
Services (share of total GVA)
Final consumption expenditure

Final consumption expenditure household and NPISH

Final consumption expenditure, Gg
Inflation rate

CPI growth

FDI

Public finance

General government deficit/surplus
Financial indicators

Money supply M1

Money supply M2

Total credits by MFI to total residents
Lending Interest rates per annum
Deposit interest rate

External trade

Trade balance

Value of exports

Value of imports

Exports to EU 25

Imports to EU 25

Units

thousand sq. Km
Millions

EUR 1000 Million

EU 27 =100

(UnitX1)

(% over previous year)
(UnitX1)

(UnitX1)

GDP PPE: EU27 =100
(UnitX1)

(UnitX1)

(UnitX1)

(UnitX1)

share of GDP

share of GDP

share of GDP

relative to previous year
1000 million euro

% of GDP

million euro
million euro
million euro

million euro

million euro (1000)
million euro

share of total exports
share of total imports
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EU15
3,234
389.5

112.1
29
1.6

-0.7
110.4
1.8
20.3
6.4
71.5

22

-13

-69.2

1,173.0

EU25
3,976
463.6

11.622.716
103.9
3.1
1.6
1.44
-0.9
103.8
1.8
20.2
6.2
71.8
78.6
57.8
20.8

22

-105.8
1,070.8

Bulgaria
111.0
7.719

25.238
36.7
6.3
3.3
2.88
-3.8
34.8
8.5
241
6.8
60.6
87
70.4
16.6

74

3.0

-3,677
11,748
15,425

Romania
238.4
21.7

97.718
38.8
7.9
2.8
4.93
1.8
39.1
8.8
27.5
8.4
55.2
85.5
68.9
16.6

6.6

-22

-14,896
25,850
40,746

Kosovo
10.9
2.1

3.093
1.521
3.0

19
10
65
147
93.5
47.2

0.7
340

1270.7

13.37
2.97

-1259
249
1508
28.4
34.7

57
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30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

47
48
49
50
51
52
53

54

55
56

57

58

Indicators, 2006

Basic data (DRAFT)

Export of food, drinks and tobacco
Export of food, drinks and tobacco
Import of food, drinks and tobacco
Import of food, drinks and tobacco
Demography

Natural growth rate

Infant mortality

Life expectancy at birth male

Life expectancy at birth female
Population density

Population by age class

Population by age class

Population by age class

Population by age class

Population by age class

Population of less than 15 years
Population of 65 years and more

Total fertility rate

Labour market

Economic activity rate (15-64)
Employment rate (15-64)
Unemployment rate

Agriculture, forestry and fishing
Industry

Construction

Services

Social cohesion

Inequality of income distribution
Standard of living

Number of passengers cars /population
Number of main telephone lines(fixed)/ population
Number of subscriptions to cellular mobile telephone
services/ population

Infrastructure

Density of railway network (lines in operation),Kosovo-length-
km

billion euro
% of total export
billion euro
% of total import

per 1000 live births

Years

Years

per sq. Km

% of total population 0-14
% of total population 15-24
% of total population 25-49
% of total population 50-64
% of total population 65-79
Thousand

Thousand

Number of children

(%) 2005
(%) 2005
share of total employment
share of total employment
share of total employment
share of total employment

ratio of top quintile to lowest quentile

per 1000 (2004)
per 1000

per 1000

per 100 km2

EU15 EU25 Bulgaria  Romania Kosovo
59,018 1,178 0.05
23 15 9
67,404 380 0.2
4.6 3.2 29
12.7
43 4.6 11.6 16.8 12
76.6 75.6 68.9 67.7 67
822 81.7 76.0 75.1 71
195
16.3 16.4 13.8 15.9 33
12.2 127 13.7 15.5 19
36.6 36.6 35.4 36.9 36
17.9 17.9 19.9 17.0 6
12.8 125 14.0 123 6
18.2 17.6 17.8 14.8
65.2 63.8 55.8 57.6 26.5
7.9 7.1 10.1 7.7 414
72.6 70.3 51.8 15
23.7 24.7 27.6 10.4
3.7 5.0 20.6 9.5
16.9
495 463 314 149
300
4.6 5.0 3.9 4.8 430
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59

60
61

62
63
64

65
66

67

68
69
70
71
72
73
74
75

76
77
78
79
80
81
82
83
84

Indicators, 2006

Basic data (DRAFT)

Length of motorways, Kosovo, asphalted roads-km

Industry and agriculture

Industrial production volume index (2000=100)

Agriculture production volume indices of goods and services at
producer prices (previous year 100)
Innovation and research

Spending on human resources
education)

Gross domestic expenditure on research &development
Percentage of households who have internet access at home
(16-74)

Environment

Total greenhouse gases emission, CO equivalent 1990-100

(public expenditure on

Share of renewable energy in electricity consumption

Road freight transport as a share of total inland freight
transport (modal split of freight transport)
Rural indicators

Rural areas

Population in rural areas
Population density in all areas
Gross value added of agriculture
Gross value added in agriculture
Subsidies on products
Agricultural employment
Labour force in agriculture
Agricultural structures data
Utilised agricultural area

Forest land

Utilised agriculture area

Arable land

Permanent grassland

Permanent crops

Cereals

Wheat

Barley

as a share of GDP
relative to GDP
%

2003

Production at primary energy % of
total

% of total inland freight transport in
ton - kilometre

% of total area

% of total population
persons per km?
million EUR

% of the total economy
million EUR

% of total employment
1000AWU

thousand hectares
Thousand hectares
% of total area

% of total area

% of total area

% of total area
million tones
million tones
million tones

EU15 EU25 Bulgaria  Romania Kosovo
1666
16.4
2.0 1.9 0.5 0.4
98.3 92.0 50.0 53.9
124 2
79.2 76.5 66.9 66.7
90
60
195
625
5.9 8.1 30.6 14.6
6290 9804 792 2700
130,547 164,051 10,863 22,998 570
177 464
47.8 62 56)
28.5 39.1 31
17.3 204 14
17 1.8 0.3
5,632 15,759 200
0.274
0.014



85
86

87
88
89
90

91
92
93
94
95

96
97
98
99
100
101

102
103
104
105

106

107
108

Indicators, 2006

Basic data (DRAFT)
Potatoes

Grain maize

Vegetables, harvested area
Fruit trees, harvested area
Slaughtering of bovines
Slaughtering of pigs
Production of cow milk
Agricultural yields
Wheat

Barley

Grain maize

Potatoes

Milk yields

Structure of utilised agricultural area

Final agricultural output
Crop products
Livestock products
Crop products

Animal products
Average farm size
Public finance

Expenditure on social protection
Expenditure on social protection

Total household consumption expenditure
Total public expenditure on education

Energy price

Environment protection expenditure
Internet access for households

million tones
1000ha
1000ha
million tones
million tones
million tones

tonnes per hectare (common wheat)
tonnes per hectare

tonnes per hectare

tonnes per hectare

kg per cow

million EUR

million EUR

million EUR

% of agriculture output
% of agriculture output
Hectare

per capita PPS

% of GDP (2006)
% of GDP (2004)

% of GDP

EUR /kwh

% of GDP
Percent
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119.8

6.57
4.53
8.61
35.1
6,661

28.3
56.8
49

142.02

5.76
414
7.86
26.9

6,359

28.0
56.9
49

Bulgaria
386

1.29

3.14
2.94
4.53
15.8
3,710

3.9

Romania
4016

497

2.75
2.33
3.62
14.4
3,036

66.9
34

Kosovo
0.088
0.143
17.33
4.924

0.96

3.9
2.5
3.9
23
1,800

20.27

22

122.6
19.3
16.4

0.063 -

0.086
0.1

Sources: Key figures on Europe, 2006; EuroStata, EU-25 Agriculture Statistics, 2004; Kosovo in Figures, 2004, Riinvest, Kosovo Rural Development, 2004, AHS 2005, Pasqyra e shpenzimeve MEF 2006, SOK,

CBAK 2006, IMF Reports, UNMIK Economic Unit Reports 2006.
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Table 1.29: Comparison of Kosovo and EU Data - New Indicators

New Indicators, 2008 Units
EU15 EU27 Bulgaria  Romania Kosovo
1 Total government revenue Euro/Inhabitant 12,137 11,171 1548 1598 713
2 Total government % of GDP 45.5 44.9 48.8 33.1 314
Total government expenditure by COFOG functions
3 Social protection % GDP 19.3 18.7 13.0 10.8 19.3
4 Education % GDP 5.0 52 42 41 16.4
5 Health % GDP 6.5 6.4 42 5.8 10.7
6 Environment protection % GDP 0.7 0.7 0.8 0.2 0.1
7 Public order and safety % GDP 1.6 1.8 20 24 7.8
8 General public services % GDP 7.0 6.5 51 34 23.7
9 Total general government revenue Million Euro 3’851'83 5,236.911 9,942 32,230 1113
10 Main components of general Gov. Revenue Million Euro
10 Taxes (Kosovo - Custom tax and Tax inside) Million Euro ;’337'70 3,350.454 7,113 24,139 620.47
. S — —_— 1,354.50
11 Social contributions (Kosovo - Non tax contributions) Million Euro 6 1,673.219 2,500 12,927 63.79
12 Property Income (Kosovo - Municipality taxes) Million Euro 85,889 122,203 414 1,168 27.75
Main types of tax revenues of general government and EU
institutions
13 VAT % GDP 6.8 7.0 124 7.9 15
14 Taxes on Income % GDP 11.6 123 6.3 5.8 20
15  Social contribution % GDP 15.4 13.7 8.7 10.4 10
16 Taxes on consumption % GDP 10.8 111 18.9 12.0 -
17 Implicit tax rate % GDP 194 19.9 25.9 17.7 =
18 % of total taxation % GDP 26.7 27.8 54.8 41.9 -
19 Taxes on labour % GDP 20.7 19.6 10.0 10.9 -
20  Utilized agricultural area per holding Ha 119 5.1 3.3 22

Sources: Eurostat (http:/ /epp.eurostat.cec.eu.int), Key figures in Europe, 2007, and EU-25 Agriculture Statistics 2006

62
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1.5 BOTTLENECKS

In order to restructure the agricultural sector in line with that of the EU, and improve
the standard of living of the rural population in Kosovo, key bottlenecks remain to be
eliminated in both the rural sector in general, and the agriculture sector in particular.

Kosovo’s agricultural and rural development context continues to be much the same in
2010 as it was in 2009.

Concerning the agriculture sector the following key bottlenecks continue to exist:

1. low level of efficiency and use of outdated farm technologies;

2. small average farm size and fragmented agricultural production;

3. low quality of agricultural produce;

4. food quality and control not in place;

5. processing of agricultural products is fragmented, characterised by over-capacity
and the need to improve quality, food safety and environmental requirements;
low average income of agriculture households;
over-dependence on agriculture as the main source of income in rural areas;

8. future investments in agriculture will decrease employment/income
opportunities in rural areas;

9. low level of education among farmers;

10. intensification of agriculture could impact negatively on the environment;

11. insufficient attention is being given to sustainable forest management;

12. unregulated building on agricultural land; and

13. lack of protection at the border against cheap imports.

14. poor irrigation system, and limited in coverage and technology;

N o

Key bottlenecks that continue to apply to the rural sector generally include:

1. low standard of living in rural areas, in terms of physical and social
infrastructure

2. weak rural infrastructure: poor (though improving) roads, limited access to
drinking water and poor disposal of waste, limited telephone, electricity and IT
facilities;

3. limited access to mountain areas: underdeveloped, poor access to infrastructure
and pastureland in less developed areas;

4. unaffordable commercial bank and micro-finance credit;

5. limited domestic investment in agricultural production and processing;

6. limited application of new technologies and modern business skills;

7. improper land use, and limited land consolidation;

8. limited marketing and small number of collection points for all commodities;

9. limited numbers of producers” associations, and lack of regulations;
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. limited support for gender, youth, ethnic minority, community and agro-
environmental issues;

inadequate rural advisory services, and lack of consistency in technical messages
disseminated;

incomplete SOE privatisation; and

weak public administration at central and municipal levels.

11.

12.
13.

These bottlenecks will be overcome by identifying and implementing a programme of
specific actions that will allow Kosovo to build on existing strengths, overcome
weaknesses, take advantage of available opportunities and mitigate against identified

threats.

1.6
ANALYSIS)

STRENGTHS, WEAKNESSES, OPPORTUNITIES AND THREATS (SWOT

In preparing ARDP 2007-13, consultations were held with key MAFRD policy makers
and donors, as well as with more than 250 municipality/local level operators in the
regions of Pristina, Peje, Prizren, Gjilan and Mitrovice, of which 40% were municipality
staff, and 60% were farmers, agro-processors, input suppliers, micro-finance institutions,
NGOs, consumers and other representatives of civil society. This process of partnership
with key stakeholders at both central and local levels led to the identification of a
detailed SWOT analysis for Kosovo’s agri-rural sector that was included in ARDP 2007-

13.

This analysis has been updated by MAFRD staff for 2010-13.

SWOT ANALYSIS FOR AGRICULTURE

STRENGTHS

WEAKNESSES

OPPORTUNITIES

THREATS

J Agricultural and food
sector are important for
national economy in
terms of both production
and employment.

[ Agriculture is seen as
an attractive sector for
jobs and small business in
rural areas by the
Government

L1 Suitable agro-climatic
conditions for most types
of agricultural production
[ Sufficient land suitable
for agricultural
production

[l Natural resources: Total
agricultural land 260.000
ha, total cultivated land

[l Unfavourable farm
structure (many small
plots: 7 on average and
small farms on average
farm size 2.2 ha);

[l Migration from rural
to urban areas

[ Lack of
implementation of good
agriculture practices;

[ Insufficient basic
knowledge of farmers
for innovations in
agriculture;

[l Contamination of
ground water sources
because of poor
handling of animal
waste and absence of

[ Develop secure land
market and land tenure
system

U] Identify Kosovo
comparative advantage

in agriculture, and develop
these sub-sectors: (fruits
and vegetables, as well as
dairy and meat);

[l Promote and develop
comparative advantage in
certain types of production
U Inland fishery sector as farr]
diversification option

[J Promote increased
understanding & use of
modern technologies in
farm practices

U] Introduce policies to

1 Lack of political will to
support land reform and
attract necessary
investment;

[] Spatial planning does
not efficiently protect
agricultural land in
conversion for other
purposes

1 Farmer commitment to
self-sufficiency rather
than marketable
production

1 Farmer resistance to
innovate and adjust
traditional farm practices
[ Lack of human
resources and financial
capital and income




234.000 ha, arable land
incl. kitchen
gardens133.000 ha, and ha
forestry 76.000

(1 Cheap labour and
Human resources
potential: (60% of

the population is under
age

of 30)

[ Sufficient water
resources

for irrigation

[ Potentials for
production

of added value products:
fruits, vegetables through
favourable climate
conditions

[0 Overall national
economy is improving

[ Free market economy
(even though there are
obstacles in trade with
Serbia, especially on
export).

{1 Framework roadmap
developed to strengthen
institutional structures
and general consensus
established on way
forward

[1 Increasing budget
support to the sector

[] Range of new laws
developed and approved
[ Favourable conditions
for agro-inputs

(0% duty and VAT)

[ National road
infrastructure is under
reconstruction, including
rural and inter-village
roads

[] Increasing awareness of
international standards,
food quality standards
and the need for
improved
competitiveness

rural sewage facilities;

U Productivity levels
below levels achieved by
main competitors in
neighbouring Western
Balkans countries and
the EU

[0 Low volume of
marketable surplus from
primary production and
limited investment
capital available for on-
farm processing

[ Lack of collection
points, cold storage and
other post harvest
facilities

[ High prices of agro-
inputs.

[ High cost of electricity
and frequent black-outs
[ Lack of (local)
infrastructure (roads,
warehouses, collection
sites etc);

[ Lack of experience in
designing and
implementing policies

[l No comprehensive or
reliable information
statistics, systems or
services in the
agriculture, food or rural
sector

[ Lack of capital
investments in the
agriculture sector;

{1 Unfavourable credit
conditions (less than 3%
of bank credits are given
for agriculture with an
interest rate of 15%)

[ Remittances from
migrant labour have
been focused on
consumption and house
construction, rather than
non-house investment

[1 Limited size, scale and
efficiency of food
processing sector and
severe underinvestment
in new processing
technology

[ Poor quality of

increase farm size and halt
further land fragmentation
[ Develop sector
competitiveness strategy
and action plan

1 Develop network of
services to support delivery
of action plan

[ Establish comprehensive
agriculture,

food and rural sector
statistics / information
systems and services

[ Improvement of fiscal
policy regarding VAT,
taxation, interest rate and
customs

U Promote Agricultural
Advisory Service

U Provide vocational and IT
training for rural young
farmers and rural
population regardless
gender and ethnicity

U Improve productivity
levels through introduction
of innovative market
support policies and
services

(1 Enhance production of
high value added crops
(through the use of quality
seeding materials, irrigation
and best farm practice);

[ Improvement of Food
and Agricultural products
Quality

[ Promote investment in
new processing technology
through new policies and
structural support
measures

[] Promote partnership
funding programmes
through innovative policy
design and involvement of
private sector stakeholders
in the policy formulation
process

[0 Upgrade water supply,
sewage, telephone, internet
and other key infrastructure
in rural areas

[J Rehabilitation of the
irrigation infrastructure

generating opportunities
to increase farm size and
small agri-business

0 Lack of knowledge or
interest in international
standards/ requirements
on food quality

0 Lack of funding or
commitment of
governments and donors
to support new rural
service development

[ Continuing electricity
supply problems

1 Uncontrolled pollution
of irrigation water and
agricultural land

0 Lack of storage,
logistics and domestic
packaging industry

0 Lack of quality
products to promote and
export abroad

[ High costs of
investment in
development of an
effective sanitary and
phytosanitary system

[ High costs of
investment in
development of national
and regional
infrastructure
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domestic products

[ Limited progress in
improvement of
competitiveness or
alignment of sector with
international standards
[ Agri-food trade deficit
is dramatically
increasing in last 3 - 4
years due to low import
protection

[ Loss of traditional
markets in former YU

[ Develop and implement
pollution strategy to
address problems caused
from mining, agro-
chemicals, poor handling of
animal waste

[l Engage in a programme
of adequate sewage
facilities in towns and
villages, including (low
cost) treatment plants

U Implement a pilot project
to improve manure storage
[J Harmonisation of
legislation in priorities
areas with EU standards
and norms

[ Advantage of CEFTA
Full membership

[ Introduce policies to
promote export of
agricultural and food
products like lamb and
Sharri cheese export

SWOT ANALYSIS FOR RURAL DEVELOPMENT

STRENGTHS

WEAKNESSES

OPPORTUNITIES

THREATS

Rural development

[ Attractive countryside,
landscape, wildlife,

rich and diverse natural
resource base and biodiversi
U Rich cultural heritage and
tradition in rural areas

[J Initiatives on local level
for rural

development programmes
for prioritised less
developed areas

(1 Abandoning
agriculture especially in
hilly areas

[l Minimal rural
diversification of
income generating
activities in rural areas
[ Rural households in
less developed areas, in
remote and distance
mountain areas with
poor or no
infrastructure

[l Weak and under-
resourced governance
structures, information
systems and services in
support of rural areas

[ Limited staff capacity
in key areas related to

[ Develop more targeted
rural development policies
to slow the trend in rural-
urban migration

[ Ensure rural households
in less favoured areas get
access to resources available
under ARDP 2009-13

[ Growing interest in organic
farming

U Increase resources to
strengthen sector
governance, information
systems and services

[ Increase investment and
promotion of Local Action
groups (LAG'’s) and systems
for increasing information
flow between state and
private rural stakeholders

(1 Lack of cooperation
between state and
non-state rural
stakeholders and lack of
capacity to implement
bottom-up project
/programme
identification at all levels
{1 Lack of political
commitment to develop
integrated rural
development
programmes at entity or
state level

[0 Unwillingness /
inability to effectively
target vulnerable poor
rural population
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improving sector
competitiveness and
development of rural
areas

[] Introduction /
institutionalising of bottom
up project / programme
identification in RD
planning processes

UJ Stimulation of on farm
rural diversification in
agriculture, forestry, inland
fishery, agritourism and
services

SWOT Analysis Sub-sector

Milk and Milk products

STRENGTHS

WEAKNESSES

OPPORTUNITIES

THREATS

U Diary farms are importal
for Kosovo contributing
around 50% of total annu
agricultural production
value

U Natural conditions for
fodder production

U Sufficient basic dairy
capacity for processing

of milk

U Increasing of
government financial
support to milk and
livestock production

[ Small number of milk
farms with large cow
herds giving economies of
scale;

[J Large number of small
farms makes collection
expensive and quality
/hygiene difficult to
achieve;

[J No existence of
consumer preferences for
domestically produced
dairy products;

[1 Existing breeds have
low milk productivity and
potential for
improvement;

[l Lack of breeding
organisations and
systematic collection of
milk data

[l Inadequate advisory
and extension services

[1 Bad hygiene levels on
farms and in dairy
enterprises because of
ignorance, poor
equipment and lack of
investment;

[0 Neglect of animal health
and welfare;

[ Farmers’ resistance
towards changes;

;{1 Low levels of dairy
capacity utilisation

1 High proportion of milk
kept on farms for own use
or non-cash trading;

[ Internal systems for
hygiene and quality
control in processing units

0 Existing processing
capacities able to process
all increased milk
production;

0 Rural labour force
sufficient to meet
additional demands for
employment;

U Support of higher
quality of raw milk
through instalment of
milking and cooling
equipment

[ Support usage of
pastures and better animal
feeding

[ Improve management
and husbandry skills for
managing breeds with
higher genetic potential
1 Trade agreements
(CEFTA/EU) give tariff
advantages in SEE and
regional markets;

1 Growing consumer
demand for nationally-
produced milk and milk
products through
increased consumer trust;
1 Increasing political
willingness to support
agriculture and rural
development with
government funds;

{1 Donor assistance will
continue to develop and
strengthen co-operation
and improved health,
hygiene and traceability in
the food chain for milk
and milk products.

0 Limited demand and
hence supply networks for
concentrated and
compound feeding stuffs;
0 Long-standing under-
utilisation of dairy
capacity increases risks of
closure and

foreclosure (for debt)
leaving insufficient
capacity;

[ Trade preferences
cannot be used because on
non-compliance with
hygiene and animal
disease requirements of
importing countries;

1 Commercial and micro-
finance credit for farming
continues to be limited by
lack of security and
perceived high risk;

1 Consumers demand
only imported high value
products because of lack of
trust in

Kosovo standards of
production, marketing and
labelling;

1 Farm structure (many
small farmers, high
collection costs for small
amounts of milk)

may make marketed milk
production uncompetitive
with milk and milk
products imported from
countries with larger,
more economical farms
and dairies;

[] Cost of compliance with
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(e.g. HACCP) well below
standards required for
export to EU and other
international markets;

EU-aligned environmental
laws and requirements
will reduce
competitiveness;

U Inadequate funding for
dairy sector research and
development to improve
production and product
diversity. Very poor
structures for involving
industry in setting R&D
priorities and needs;

I Poor border control and
enforcement increases
amount of illegally
imported milk and milk
products.

SWOT ANALYSIS SUB-SECTOR

Meat and Meat products

STRENGTHS

WEAKNESSES

OPPORTUNITIES

THREATS

[ Favourable natural
conditions for livestock
production;

[ Numbers of livestock
increasing

[] Increasing political
willingness to support
agriculture and rural
development with
government funds;

(] Donor assistance will
continue to develop and
strengthen co-operation
and improved health,
hygiene and traceability
in the livestock sector.

) Small number of
specialist livestock
farms;

[1 Large number of small
farms makes marketing,
slaughter and processing
expensive and quality/
hygiene difficult to
achieve;

U] Existing breeds have
low productivity and
potential for
improvement; due to
emphasis on milk
production.

U Poor feeding practices
(lack of concentrates

and poor grass
conservation) depress
animal health, production
efficiency and meat
quality;

[ Bad disease control
farms because of
ignorance, poor
equipment and lack of
investment;

U] Farmers’ resistance
towards changes;

(] Inadequate advisory

[] Basic knowledge and
tradition of livestock
farming on all farms;

U Improve management
and husbandry skills for
management herds with
higher genetic potential;

[ Support of construction
of new or renovation of
existing stables to reach
international hygiene,
animal health and welfare
standards;

] Modernization of
slaughter houses,
especially for sheep and
goat to export

U] Sufficient basic
processing capacity exists
to produce sufficient meat
and basic meat products to
meet domestic and export
demand;

1 Marketing campaign to
foster preferences of
consumers for
domestically produced
meat and meat products;
1 Growing possibilities
for export of live animals

U Limited demand and
hence supply networks for
concentrated and
compound feeding stuff;

[ Long-standing under-
utilisation of
slaughterhouse and meat
processing capacity
increases risks of closure
and foreclosure (for debt)
leaving insufficient
capacity;

[ Trade preferences
cannot be used because on
non-compliance with
hygiene and animal
disease requirements of
importing countries;

1 Commercial and micro-
finance credit for farming
continues to be limited by
lack of security and
perceived high risk;

{1 Consumers prefer
imported high value
products because of lack of
trust in standards of
production, marketing and
labelling in Kosovo ;

] Farm structure (many
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services; and meat (e.g. lamb) small farmers, high
0 Low levels of meat [ Systems for hygiene and | collection costs for small
processing and internal quality control amounts of meat)
slaughterhouse capacity (HACCP) improved or may make marketed meat
utilization including low established production uncompetitive
level of hygiene standards | [J Compliance of food compared with meat and
; safety standards and meat products imported
U Internal systems for norms with EU from countries with larger,
hygiene and quality regulations more economical farms
control (e.g. HACCP) well | [ Higher levels of and dairies;
below standards government support for [ Cost of compliance with
required for export to EU | milk and livestock EU-aligned environmental
and other international production. laws and requirements
markets; will reduce
[ Low demand for lamb competitiveness;
in Kosovo U Inadequate funding for
U Government and meat sector research and
industry quality standards development to improve
not aligned with more production and product
demanding EU standards; diversity. Very poor
[ Traceability and animal structures for involving
health controls; industry in setting R&D
noncompliant with EU priorities and needs;
export requirements [ Poor border control and
enforcement increases
amount of illegally
imported meat and meat
products and animal
disease;
SWOT ANALYSIS SUB-SECTOR Cereals (incl. Potatoes)
STRENGTHS WEAKNESSES OPPORTUNITIES THREATS
(1 Favourable [1 Small size of most (1 Large scope to (1 Relatively few
climatic conditions; farms and fields; increase share of market | farms sufficiently
(1 Large amounts of | [J Predominant demand for cereals and | large and
suitable land subsistence farming in | cereal products which is | mechanized to
(1 Sufficient cereals with no currently being met by | produce cereals at
capacities for horizontal co- imported cereals, internationally
processing operation [J Limited use of competitive levels,
0 Increasing ] Low yields, labour | fertilizers and crop [ Non existence of
demand from bakery | productivity and protection chemicals local seed varieties,
and confectionary profitability; give fast-track seeds of high quality
producers [ Poor growing and possibilities to get in sufficient amount
harvesting and on- approval for organic and reasonable prices
farm storage and environmentally- for production
technology; friendly production (1 High price and low
[1 Poor seed quality; with higher value availability
0 High input prices, added; fertilizers, crop
low availability, poor | [J Strong demand from | protection chemicals;
knowledge of use of makers of bakery and [ Poor infrastructure
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high-technology
fertilizers and control
of pests and diseases;
[l Inadequate
horizontal and
vertical integration in
food chain between
farm and retail level;
[ Low efficiency and
competitiveness of
processing industry
(low level of

confectionary products;
[0 Increase production of
cereals & potatoes
through Agricultural
Advisory service

[ Promote R&D in new
varieties of seeding
materials and support
local seed production

(] Intensifying high
value crops by
guaranteeing

production, availability of quality
outdated technology, | seeds and irrigation

low level of capital supply

investments), [0 Develop special

0 training programmes for

farmers on new
technologies and good
agricultural practice

and inadequate legal
control over safe use
of agrochemicals
risks

SWOT ANALYSIS SUB-SECTOR

Fruits & Vegetables

STRENGTHS

WEAKNESSES OPPORTUNITIES

THREATS

U] Favourable agro-
environmental and
climate conditions;

U] Large areas suitable
for orchards and
vegetable production;
[J Some products are
price competitive (e.g.
berry fruit), (e.g.
potatoes)

U] Possibilities for
environmentally
sound/organic
production and its
increased demand;

[J Availability of cheap
labour;

U] Tradition of
production;

UJ Increased demand
from food processing
industry

1 Growing demand of
urban population for
domestic fresh fruits and
vegetables

[J Limited access to
wholesale and
supermarkets because of

U Availability of traditional
varieties for organic
production

appropriate quantity of U Producing both early and
standardized quality late production of vegetables
products gives the advantage for

U] Fragmented, small scale | Kosovo produce;

production [ Increase production of

U] Low level of price vegetables through
competitiveness; supporting greenhouse

(] Outdated equipment production

and processing
technology;

[] Outdated varieties;

[1 Low mechanisation;

U] Relatively high input
prices and low availability
of modern production
technology;

U] Limited availability of
commercial credit;

[ Little horizontal and
vertical integration;

[1 Excessive reliance on
sales to seasonal markets
for fresh fruit and
vegetables

] Limited numbers of

UJ Current low input
production methods

make it relatively easy to
comply with standards for
environmentally sound and
organic production;

U] Replace imports on
domestic market;

1 Growth of export
possibilities;

[ Opportunities for
development of local
production and processing
enterprises

(] Continued availability of
EU and government support
for production and rural

¢ Current and
prospective trade
agreements will
increase levels of
competition on
domestic and export
markets too quickly for
Kosovo producers to
compete;

¢ Lack of willingness of
horizontal co-operation
* Neglect of
environmental issues;

* Effect of slow plant
health and product
standards alignment
with international
standards and poor
enforcement on access
to export markets and
impact on availability
of EU funds for sector.
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processing outlets;

U Lack of refrigerated or
atmospherically controlled
storage facilities;

development;

0 Provision of very basic
extension services and R&D
will give increases in
competitiveness and
production efficiency
compared with EU
companies
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| CHAPTER 2 |

STRATEGY, OBJECTIVES AND PRIORITIES

Based on the updated SWOT analysis presented in Chapter 1, detailed actions have been
identified that will allow Kosovo to build on existing strengths, overcome weaknesses,
take advantage of available opportunities, and mitigate against identified threats. The
actions have been integrated into ARDP 2010-13 in the form of:

> a general strategy for agricultural and rural development;

> a series of donor-funded projects in support of eight key measures and related
institutional support;

> a National Agriculture Programme (NAP) funded through the Kosovo Budget
(KB) that will complement donor funding;

> a complementary policy framework/matrix that will enable the rural private
sector to develop;

> a legislative and administrative framework for implementing ARDP 20010-13,
backed up by a programme of Twinning and TAIEX;

» aprogramme of cross-border and regional development activities; and

> detailed sub-sector strategies for key commodities that will be underpinned by
donor and national funding, as well as by the policy, legal and administrative
frameworks outlined.

2.1 GENERAL AGRICULTURE AND RURAL DEVELOPMENT OBJECTIVES, 2010-
13

The overall vision for agriculture and rural development in Kosovo (i.e. the mission
statement) is to:

“make a balanced contribution to the economic, environmental, social and
cultural well-being of rural areas, and Kosovo as a whole, through effective
and profitable partnerships between the private sector, central/local
government and local communities within the European context.”

ARDP 20010-13 translates this overall vision into the following general objectives for
agricultural and rural development in Kosovo:

e additional income for farmers and rural dwellers, leading to improved living
standards and working conditions in rural areas;
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e improved competitiveness and efficiency of primary agricultural production, in
order to achieve import substitution and take advantage of export markets;

e improved processing and marketing of agricultural produce, through increased
efficiency and competitiveness;

e improved on-farm/in-factory quality and hygiene standards;

e sustainable rural development and improved quality of life (including
infrastructure) through promotion of farming and other economic activities that
are in harmony with the environment;

e creation of employment opportunities in rural areas, particularly through rural
diversification; and

e alignment of Kosovo’s agriculture with that of the EU.

The general strategy for achieving the objectives of ARDP 2010-13 is to:

1. undertake actions that will overcome the bottlenecks that are holding back
sustainable rural development in Kosovo, (that were outlined in the updated
SWOT analysis in Chapter 1); and

2. start aligning Kosovo's agriculture policy with provisions of CAP

To achieve this twin strategic approach of resolving domestic bottlenecks and starting to
align Kosovo’s agricultural policy direct support measures and rural development
measures according to the four axes of the EU rural development strategy were
identified.

They are:

Direct support measures:
e Sheep and goat sector
e Dairy sector

Beef sector

e Crop sector

Rural development measures
Axis 1 - Competitiveness
* Development of vocational training to meet rural needs (Measure 1)
e Restructuring physical potential in the agri-rural sector (Measure 2)
* Managing water resources for agriculture (Measure 3)
* Improving the processing and marketing of agricultural products (Measure 4)

Axis 2 - Environment and improved land use
e Improving natural resource management (Measure 5)

Axis 3 - Rural diversification and quality of rural life
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e Farm diversification and alternative activities in rural areas (Measure 6)
e Improvement of rural infrastructure and maintenance of rural heritage (Measure
7)

Axis 4 - Community-based local development strategies
e Support for local community development strategies (Measure 8)

ARDP 20010-13 is an important instrument for securing the viability and
competitiveness of Kosovo’s agriculture sector and rural areas in the medium term. It
covers nationally funded actions, as well as those financed by multilateral, bilateral and
NGO organisations. Implementation of the measures is being supported through a
coordinated package of activities.

The national agriculture and rural development objectives” hierarchy is set out in Figure
1.
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Actions identified in ARDP 2007-13 and previous revisions to allow Kosovo to build on
existing strengths, overcome weaknesses, take advantage of available opportunities, and
mitigate against identified threats remain the same in ARDP 20010-13, as does the
general strategy for agricultural and rural development. The detailed sub-sector
strategies for key commodities that are underpinned by donor and national funding, as
well as by the Plan’s policy, legal and administrative framework, remain the same as for
ARDP 2007-13.

2.2 DONOR-FUNDED PROJECTS, 2010-13

ARDP 2010-13 identifies priority donor-funded projects that are required to support
farmers and rural economic operators in the private sector during the implementation of
the RD measures!2.

Donor-funded projects are also required to strengthen the key public sector institutions
at central and municipal levels that are responsible for setting the policy, legislative and
regulatory framework under which the private sector must operate and can develop
profitably. This umbrella must approximate the “acquis communitaire”, and ensure that
it is enforced.

Priority projects funded by donors that can be identified at the present time are
summarised in Annex 3. It summarises projects implemented in 2008, (including an
implementation carry-over to 2009), 2009-11 (the current Public Investment Programme
and Medium Term Expenditure Framework time-frame), as well as 2011-13 (although it
is not possible to identify the exact nature of the projects that will be funded from 2010
onwards!3).

2.3 NATIONAL AGRICULTURE PROGRAMME, 2010-13

The donor-funded projects identified in ARDP 2010-13 need to be supported by the
implementation of a National Agriculture Programme (NAP) for 2010-13 that is funded
through the Kosovo Consolidated Budget (KCB). The NAP will complement and re-
enforce donor funding, and be targeted on helping both to restructure the agri-rural
sector and strengthen administrative capacity.

12 In EU members states and accession countries, the rural development plan will have a specific and comprehensive government
budget disaggregated by axes, measures and operations to be supported. This is not yet the case in Kosovo where ARDP 2010-13 has
a large percentage of projects funded by international donors.

¥ These will depend on: the priorities that exist at that time; the success or otherwise of previously implemented projects and capacity
building; whether the EU enlargement process for the Western Balkans is quickened or slowed down, with a consequent knock-on
effect for pre-accession activities; and better quality data and time series that may suggest that ARDP rationale and focus of
expenditure needs to be modified.
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NAP 2010-13 will support (but not be limited to) the following areas of targeted
expenditurel:

1. Animal identification and registration programme combined with livestock

breeding;

Improved veterinary/plant border posts and controls;

Support for veterinary laboratories (buildings/equipment);

Hygiene inspection and disease control;

Provision of consulting advice and technical/business training for farmers

delivered by the Rural Advisory Service;

Support for forestry surveillance and forest thinning;

Quality control of agricultural products;

Income support measures

Support for R&D programme at KIA (experimental plots and demonstration

farm);

10. Purchase of laboratory equipment for KIA;

11. Support for land consolidation;

12. Support for irrigation infrastructure; and

13. Grant programme covering horticulture, vineyards, dairy cows, sheep, food
processing, manure storage and local development initiatives.

IS

O XN

24 POLICY FRAMEWORK

We must acknowledge that Kosovo will increasingly be making an approximation
policy with the EU since its aim is to join the EU. Therefore we must approximate and
implement the “acquis communitaire” for CAP and relevant directives as a condition for
joining the EU.

Whilst donor-funded projects and targeted public expenditure are necessary conditions
for achieving the objectives set out in ARDP 2010-13, they are not sufficient. An enable
policy framework is required to allow the profitable development of the rural private
sector.

A detailed policy matrix for rural development measures 2010-13is presented in Annex 4
that gives specific policies for each of the 8 measures included in ARDP 2010-13. The
emphasis is on using each of the 8 measures to contribute to raising competitiveness in
the agri-rural sector, in order to increase exports and import substitutes, (in line with
Axis 1). This is because Kosovo relies on food imports, and has low agricultural exports.
Kosovo therefore has to trade its way out of its current financial difficulties.

¥ Note that areas 1-4 are under the responsibility of Kosovo‘s Food and Veterinary Agency, the responsibilities of which were
transfered in 2009 from MAFRD to the Prime Minister‘s Office.
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The policy matrix is complemented by specific actions to strengthen public sector
institutions in the agri-rural sector, including a programme of Twinning/Twinning
Light identified in Annex 5.

2.5 LEGISLATIVE AND ADMINISTRATIVE CONSEQUENCES OF ARDP 2010-13

Implementation of ARDP 20010-13 will depend on effective coordination, as well as
cooperation between the public and private sectors. This can only happen if there is a
legal and administrative framework in place to facilitate this. Annex 6 summarises the
priority steps that have to be taken by Government concerning approximation to the
“acquis communitaire”, as well as the administrative changes that are required.

2.6 PROGRAMME OF CROSS-BORDER AND REGIONAL DEVELOPMENT
COOPERATION ACTIVITIES

So far in this chapter, ARDP 2010-13 has focussed on unilateral activities that address
Kosovo’s domestic agenda of: overcoming bottlenecks and inefficiencies; and starting to
align Kosovo's agri-rural sector with CAP.

However, ARDP 2010-13 has identified a programme of cross-border and regional
development activities that are complementary to those focussed on domestic issues?>.
These include:

1. Bilateral activities (cross-border cooperation); and
2. Multilateral activities (Western Balkans regional cooperation).

An outline programme of cross-border and regional development activities is
summarized in Annex 7.

2.7 SUB-SECTORAL STRATEGIES, OBJECTIVES AND SCENARIOS FOR 2013

In order for the donor-funded projects and NAP to make an impact, (supported by the
policy, legal and administrative framework), it is important to clarify MAFRD's
strategies and objectives for each commodity sub-sector. The measures ARDP 2010-13
and NAP, as well as the supporting policy, legal and administrative frameworks, are
focussed on increasing the commercialisation of Kosovo’s agriculture following the sub-
sector strategies, objectives and scenarios set out in ARDP 2007-13, Annexes 9 and 10%6.

15 The programme has been identified during various study trips made by MAFRD staff to visit Ministries of Agriculture in
Montenegro, Albania and Macedonia held since October 2006.

16 A key factor in determining future agricultural policy is that Kosovo is a small territory with a significant rural population (60% of
the total population) involved in agriculture and rural activities. Rural and farming areas are based on family units in village
communities with a strong history of, and focus on, village committees and family/clan solidarity. With the size of holdings in Kosovo
averaging 2.23 ha per family, and with over 90% of agricultural farming units with no more than 2.5 ha, future policy and strategy of
MAFRD must support the formation of Producers® Associations, Groups and Cooperatives, as well as Young Farmers® Association
and Women‘s Groups, that relate to this structure of production. Future policy must also acknowledge the current level of farm
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Since that document was prepared in 2006, MAFRD has subsequently prepared sub-
sector strategies for horticulture, livestock and forestry.

A major effort was made in 2009 to build up MAFRD’s capacity in the area of agro-
environment, so that Kosovo can increasingly align itself with both the Common
Agriculture Policy and the EU’s agro-environmental policy. This led to the
establishments of a MAFRD agro-environmental working group and the preparation of
a position paper on agro-environmental policy issues relevant to Kosovo (see Annex 8).

2.8 SPECIFIC SUPPORT ACTIVITIES

Restructuring the agri-rural sector during 2010-13 is taking place through
implementation of eight donor-funded measures, supported by the NAP. This section
summarises the specific support activities to be used for individual agricultural
commodities, in order to assist the different rural economic operators involved in
production, processing, marketing, distribution, sales and import/export.

Detailed actions to be implemented in the forestry sector during 2010-13 are outlined in
the 2009 forestry strategy that was produced by MAFRD and KFA.

management, general farming practices and the existence of a strong village community leadership structure. Many rural households
still live off the land as subsistence farmers, and consider agriculture and farming not as a business, but as a way of life. However,
subsistence is mitigated by the fact that rural households receive remittances from relatives working abroad.



Table 2.1: Fruit/Vegetable Sector

Subsistence
farmers who leave farming

Supported through
vocational training, and
development of rural
diversification initiatives,
including village and/ or
eco-tourism

Subsistence farmers who
remain in farming

Supported through Rural
Adpvisory Service (RAS)
technical and business
training, as well as
extension support that
focuses on helping farmers
to achieve higher yields
through moving towards
best practice standards and
improved farm
management, e.g. capital
investment in new
technology, machinery,
green houses, using proper
varieties/better seeds,
producing better quality
products, establishing
producers” groups,
offering grants (through
the Rural Support Fund)
for using new technology,
and teaching farmers to
grow and market organic
products
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Semi-commercial farmers Commercial farmers

Supported through measures provided to farmers to help
them move towards meeting necessary best practice
criteria and standards, where measures include support
for:

e  developing farmers” associations and
cooperatives; collection centres;

e  offering training in technical performance,
marketing, business planning, accounts and
FADN;

e  establishing nurseries and mother gardens;

e  offering grants to encourage planting orchards,
using new technology (machinery),
establishing soft fruits plantations and building
proper storage for fruit/vegetables

¢  undertaking approved RAS training
programmes;

. facilitating land consolidation;

e  training farmers to use high quality seed,
proper varieties, and proper fertilizers;

e teaching farmers to grow organic products,
improve marketing, sorting and packaging of
products, invest in plastic tunnels and
greenhouses, irrigation, heating, hydroponics,
cold stores; and

e facilitating visits to other countries in the
region, as well as Turkey, Spain, Italy and
France.

- 80 -

Processors

Restructuring the single privatised large
processor; re-equipping it to handle larger
volumes; setting up long term purchase
and delivery contracts; improving product
marketing; assisting it with business
planning, to achieve HACCP compliance,
trial shipment and market research

Measures provided to small-medium
processors:
o  Promotional programmes for
new start-ups and new products
o  Promotional programmes to use
the new technology in processing
of fruit and vegetable
o  Assistance to support promotion
of local (traditional) processed

products

o  Assistance in forming
associations

o  Assistance with achieving
HACCP compliance

o  Study tours to visit small
processors in other countries

Other

Approximate EU
legislation

Enforce legislation

Implement Kosovo’s
Horticulture Strategy

Implement donor projects

Implement ARDP 2010-13



Table 2.2: Cereals/Fodder Sector

Subsistence
farmers who leave
farming

Supported through

vocational training,
and development of
rural diversification
initiatives, including
village and/or eco-
tourism

Subsistence farmers who
remain in farming

Supported through Rural
Adpvisory Service (RAS)
technical and business
training, as well as
extension support that
focuses on helping farmers
to achieve higher yields
through moving towards
best practice standards and
improved farm
management, e.g. capital
investment in new
technology, machinery,
using proper

varieties/ better seeds,
producing better quality
products, establishing
producers’ groups, offering
grants (through the Rural
Support Fund) for using
new technology, teaching
farmers to grow organic
products, change cropping
patterns from cereals to
high value crops.

Semi-commercial farmers
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Supported through measures provided to farmers

to help them move towards meeting necessary best

practice criteria and standards, (see Annex 8 for
selected commodities), where measures include
support for:

developing farmers’ associations and
cooperatives; collection centres;
providing training in technical
performance, marketing, business
planning, accounts and FADN;

visiting growers in other countries
undertaking approved RAS training
programmes

encouraging land consolidation
encouraging re-equipping (production
and storage)

using high quality seed, proper varieties,
and proper fertilizers

offering grants through the RSF to
encourage using new technology
(machinery),

introduce direct support measures, area
payments

Commercial farmers

Processors

Flour mills: Restructuring privatised
processors; training staff to introduce
and operate HACCP; re-equipping to
handle larger volumes; setting up
long term delivery contracts; and
improving product quality and
marketing

Feed mills: Restructuring privatised
processors; training staff to introduce
and operate HACCP; re-equipping to
handle larger volumes; setting up
long term delivery contracts; and
improving product quality and
marketing

Malt producer: Restructuring
privatised processors; training staff to
introduce and operate HACCP; re-
equipping to handle larger volumes;
setting up long term delivery
contracts; and improving product
quality and marketing

Breweries: Restructuring privatised
processors; training staff to introduce
and operate HACCP; re-equipping to
handle larger volumes; setting up
long term delivery contracts; and
improving product quality and
marketing

Other

Approximate EU
legislation

Enforce legislation

Implement Kosovo's
Livestock Strategy

Implement donor
projects

Implement ARDP 2010-
13
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Table 2.3: Meat Sector

Subsistence farmers
who leave livestock
farming

Supported through

vocational training, and
development of rural
diversification initiatives

Subsistence farmers
who remain in
livestock farming

Supported through
general Rural Advisory
Service (RAS) technical
and business training,
as well as extension
support focusing on
helping farmers to
achieve higher yields
through better farm
management e.g. better
feed, breed, hygiene
and waste management.

Semi-commercial
livestock farmers

Supported through measures provided to farmers
to help them move towards meeting necessary best

Commercial
livestock farmers

practice criteria and standards, where measures
include support for:

developing farmers’ cooperatives;
establishing meat collection centres;
re-equipping;

improving breeds through Al;
providing training in technical
performance, marketing, business
planning, accounts and FADN
offering grants to encourage using new
technology (machinery),

introduce direct support measures for
cattle, sheep and goats as animal
premiums per head
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Slaughterhouses/
meat processors

Restructuring slaughterhouses; re-
equipping them to handle larger
volumes; setting up long term
purchase and delivery contracts;
improving product marketing;
assisting them with business
planning, to achieve HACCP
compliance, trial shipment and
market research

Promoting local (traditional)
processed products by small
processors e.g. specialist smoked
meat producers that are HACCP
compliant

Other

Approximate EU
legislation

Enforce legislation

Implement Kosovo's
Livestock Strategy

Implement donor
projects

Implement ARDP 2010-
13

-82-



Table 2.4: Dairy Sector

Subsistence farmers
who leave dairy farming
Supported through
vocational training, and
development of rural
diversification initiatives

Subsistence farmers who
remain in dairy farming

Supported through
general Rural Advisory
Service technical and
business training, as well
as extension support
focusing on helping
farmers to achieve higher
yields through better farm
management e.g. better
feed, breed, hygiene and
waste management,
organically produced
milk-based products

Semi-commercial dairy Commercial
farmers
Supported through measures provided to farmers

to help them move towards meeting necessary best
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farmers

practice criteria and standards, where measures
include support for:

developing farmers’ cooperatives;
establishing milk collection centres;
re-equipping milking facilities;
improving breeds through AL
providing training in technical
performance, marketing, business
planning, accounts and FADN
introducing direct support measures as
premium per head

offering grants to encourage using new
technology (machinery)

improving milk quality

increasing dairy hygiene standards
improving manure storage facilities

dairy

Dairies

Restructuring privatised dairies;
training staff to introduce and
operate HACCP; re-equipping to
handle larger volumes; setting up
long term delivery contracts; and
improving product marketing

Promoting local (traditional)
processed products by small
processors e.g. specialist cheeses
that are HACCP compliant

Other

Approximate EU
legislation

Enforce legislation

Implement Kosovo's
Livestock Strategy

Implement donor
projects

Implement ARDP 2010-
13
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Table 2.5: Wine and Grape Sector

Subsistence farmers
who leave grape
production

Supported through

vocational training, and
development of rural
diversification initiatives

Subsistence  farmers
who remain in grape
production

Supported through
general Rural Advisory
Service technical and
business training, as
well as extension
support focusing on
helping farmers to
achieve higher yields
through moving
towards best practice
standards and farm
management, e.g. using
proper varieties, better
seeds, producing better
quality products,
establishing producers’
groups

Semi-commercial farmers

» Agriculture and Rural Development Plan 2010-13
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Commercial farmers

Supported through measures provided to farmers to
help them move towards meeting necessary best
practice criteria and standards, where measures
include support for:

developing best practice standards;
developing farmers’ associations and
cooperatives/ ollection centres;

providing training in technical performance,
marketing, business planning, accounts and
FADN;

establishing nurseries and mother gardens;
offering grants to encourage using new
technology (machinery), planting vineyards
for wine and table grapes;

undertaking approved RAS training
programmes;

facilitating land consolidation;

training farmers to use high quality
seedling, proper varieties, and proper
fertilizers;

teaching farmers to grow grapes
organically;

improving the marketing, sorting and
packaging of table grapes

using irrigation, hydroponics, cold stores;
and

facilitating visits to other countries in the
Balkans, as well as Spain, Italy and France

Wineries

Restructuring privatised SOE wine
producers; training staff to
introduce and operate HACCP;
helping them to re-equip to handle
larger volumes; setting up long
term delivery contracts; improving
product quality and the
marketing/packaging of wine;
promoting local and export wine
sales

Restructuring privatise wine
producers; training staff to
introduce and operate HACCP;
helping them to re-equip to handle
larger volumes; setting up long
term delivery contracts; improving
product quality and the
marketing/packaging of wine;
promoting local and export wine
sales

Other

Approximate EU
legislation

Enforce legislation

Implement donor
projects

Implement ARDP 2010-
13
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Table 2.6: Summary of Main Measure Focus

7 Subsistence  farmers
Subsistence farmers . .
. who remain in
who leave agriculture .
agriculture

Measure 1 (Vocational Measure 1 (Vocational

training) training)

Measure 6 Measure 2

(Rural diversification) (Restructuring physical
potential)

Measure 7 (Rural
Heritage) Measure 3 (Managing
water resources)

Measure 8 (Local

community Measure 5 (Natural
development) resource management -
pastures)
Measure 6

(Rural diversification)

Measure 8 (Local
community
development)

Semi-commercial
farmers

Measure 1 (Vocational
training)

Measure 2
(Restructuring physical
potential)

Measure 3 (Managing
water resources)

Measure 5 (Natural
resource management -
pastures)

Measure 8 (Local
community
development)

Direct support
measures
(coupled payments)

Commercial farmers

Measure 1 (Vocational
training)

Measure 2
(Restructuring physical
potential)

Measure 3 (Managing
water resources)

Measure 5 (Natural
resource management -
pastures)

Measure 8 (Local
community
development)

Direct support
measures
(coupled payments)

Processors

Measure 4 (Processing and
marketing)

Forestry

Measure 5 (Natural
resource management -
forestry)

Measure 6
(Rural diversification)

Measure 8 (Local
community
development)

-85 -
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2.9 FUNDING OF ARDP 2010-13

The measures being implemented under ARDP 2010-13 are co-financed to varying
degrees by donors, national government, municipalities and the private sector. The
funding rates vary between the different measures and the sources of finance.

Activities to be implemented under the NAP 2010-13 are being financed through the
Kosovo Consolidated Budget, with additional budgetary support from donors, where
possible.

Measures supported under ARDP 2010-13 have been outlined to ensure that the plan is
financially feasible. Costs have been disaggregated by possible sources of finance, and
phased during each of the Plan’s five years.

The funding of ARDP 2010-13 has been based on the assumption that projects funded by
donors will increasingly involve a grant component, particularly as IPA 2009 starts to
come on stream (say, in 2010), and when Kosovo becomes eligible for Rural
Development support (Component 5 of IPA), disbursed through IPARD once it becomes
an EU candidate country.

For this ARDP update the indicative financial plan in provided for period 2011 - 2013
and is estimated for 100 million euro over 3 years. It is foreseen to be be co-financed by
government, municipalities, the private sector and donors. The final cost will depend on
several factors e.g. the timing of the implementation of the measures (and related
institutional support), the availability and type of donor and government funding, the
rate of growth in the economy, and the capacity locally to absorb donor assistance. The
financial plan for the implementation of ARDP 2011 - 13 represents the update of the
original 2007-13 ARDP, and has been prepared after considering possibilities for public
revenue and donor support over the 3 year period.

Funding details for ARDP 2011 -13 are summarised in Chapter 7.

2.10 IMPLEMENTING ARDP 2010-13

Implementation of ARDP 2010-13 will depend on cooperation between the public and
private sectors.

A public/ private partnership (PPP) has been established?” to facilitate a constructive and
continuous dialogue and communication between all key stakeholders in the total food
chain i.e. producers and their associations, input suppliers, processors, wholesalers,

" Based on the Partnership outlined in Chapter 10 and the Monitoring Committee (see Chapter 9).
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retailers, supermarkets, exporters, importers, advisory services, banks, processors,
donors, research institutes, government ministries and bodies, chambers of commerce,
consumers, NGOs and other representatives of civil society.

The purpose of the PPP is to make sure that, as the main public sector partner, MAFRD
is listening to the problems that are holding back development of private
entrepreneurship in  Kosovo’s agri-rural sector, and taking appropriate
policy/legal/institutional action that will eliminate inefficiencies in the food chain, and
create an enabling environment within which the private sector can develop and
prosper.

The Managing Authority, the Monitoring Committee and Grant Management
Committee (and technical sub-committees) have been established by the Minister of
Agriculture in 2009 to facilitate implementation of ARDP 2010-13. In 2010 the measures
implementation functions of the Grant Management Committee were transferred to the
newly established Paying Unit within the Ministry, as a pre-runner of the Paying
Agency.

2.11 GEOGRAPHIC SCOPE OF ARDP 2010-13

ARDP 2010-13 is being applied in all areas of Kosovo, including less developed areas,
with the exception of municipal centres and Pristina. Exemption to this rule is provided
for agro-processors, since some of these enterprises (directly or indirectly related to the
development of rural areas) are located in urban areas.

2.12 EXPECTED IMPACT OF ARDP 2010-13

Development in the agriculture sector and rural areas is being intensified as a
consequence of implementing ARDP 2007-13. Modernisation of agricultural holdings,
including land consolidation, soil analysis, investment in machinery, provision of
improved seed, feed and livestock, as well as in human resource development and
technical /business training, are leading to increased agricultural competitiveness and
farm profitability. Efforts to raise farmers” performance towards best practice levels, as
well as offering them “seeing-is-believing” visits outside Kosovo, are having positive
impacts on efficiency, competitiveness, income levels, living standards and employment
opportunities. Direct support measures contributed to increased and stabilised farmers
income. Annex 9 outlines examples of comparative best practice for selected
commodities.

Although there are many unknown variables that could affect overall development in
Kosovo's agri-rural sector up to 2013, the indicators in Table 2.7 represent a reasonable



scenario of targeted change!s. Further, MAFRD’s assessment is that the implementation
of ARDP 2010-13 will lead to fulfilment by the end of 2013 of the general and specific
objectives set out in Figure 2.1.

8 A task assigned to the Managing Authority is to update all indicators annually (as well as to add new ones) in line with those
benchmarked by recent accession countries and current candidate countries: see an example in Chapter 9. This task can be out-
sourced to local universities and policy institutes, working in close cooperation with MAFRD's Policy Department.
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Table 2.7: Scenario of Targeted Change

Indicator Unit 2004 Base 2006 201319 Source (2004/6)
Competitiveness and Efficiency
Commercial bank loans for agriculture % of total loans 2.0 4.0 12.5 BPK
Irrigated area % of total arable land 51 8.5 20 10U MAFRD
Average small farm size Ha 1.6 15 1 AHS 2004/2005
193 AHS, S0
Average large farm size Ha 15.0 30 MAFRD
Dairy cow in large farm Unit/large farm 44 5.45 20 AHS
Productivity
Wheat grain To/ha 3.8 3.9 5 AHS
Potato To/ha 21.1 23.0 35 AHS
Number of tractors >40HP Units 19,956 25,236 30,000 AHS
Quality of main agricultural produce
Milk grade A (dairy processing plant VITA) | % raw milk sold 30 50 100 KAMP
Rural society
Agricultural population: Secondary school completed | % 34.4 34.1 75 AHS
Agricultural population (Age group 30-49) % of total 241 241 50 AHS
Household income
Average wage Public sector Euro/month 182.1 190 600 MLSW
Cash wages and salaries net of tax Rural area Euro/month 125.9 176.2 HBS/WB
Cash wages and salaries net of tax Urban area Euro/month 207.6 215.1 HBS/WB
2,000 FADN,
Profit/Loss Potato farm Euro/ha/y 1,500 3,500 ISMAFRD
214 FADN,
Profit/Loss Dairy farm Euro/cow/y 126 500 ISMAFRD
1.06 AHS,
Dependence on Agricultural sector Farm revenue/Farm expenditure | 0.8 2 ISMAFRD
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2.13 ASSUMPTIONS

—_

Agricultural employment will decline by 5% per year

Proportion of young farmers will grow as elderly farmers retire/die: higher
levels of support for young farmers will encourage them to take up farming
activities

Growth of rural household disposable income will catch up with national
average.

Productivity of main agricultural production will increase because of (a)
investment in agricultural holdings, and (b) inefficient farmers leave the sector

2.14 ARDP 2010-13: PROVIDING CONTINUITY

It is important to note that ARDP 2007-13 is not a new ,box of tricks”. The eight rural
development measures identified are already being supported to varying degrees in
Kosovo’s municipalities and in 2009 and 2010 by the KCB. Furthermore, direct support
was granted to farmers in two consecutive years from the KCB in 2009 and 2010.

ARDP 2007-13 provides for ongoing continuity and offers an umbrella under which
projects can be funded by donors on a rational and consistent basis. It also creates a
medium term planning framework for development of the agri-rural sector that:

links ARDP 2007-13 with important national planning activities e.g. the MTEF;
identifies a policy framework (matrix)? that links on a rational and consistent
basis domestic actions, (including import substitution and export strategies for
selected commodities), with priority donor-funded projects related to the Plan’s
RD measures;

addresses the present domestic financial situation, and helps government to
target better its NAP funded through the KCB;

helps Kosovo’s agri-rural sector to prepare for candidacy and the complex EU
pre-accession phase;

identifies the administrative and legal capacity building (including Twinning
and TAIEX) that is required in the key institutions responsible for implementing
ARDP 2010-13;

outlines possible areas of cross-border and regional development cooperation, in
order to increase access to markets, as well as facilitate dialogue and
reconciliation; and

20 This will enable the rural private sector to develop, covering key issues such as access to commercial credit, land consolidation, and
negotiating access to job opportunities in other parts of Europe through a managed policy of outward migration from rural areas.
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takes into consideration the need to support local communities, as well as cross-
cutting issues such as ethnicity, gender, youth, migration and the agro-
environment.

2.15 IMMEDIATE PRIORITIES

Concerning priorities, these have to be linked in 2010-13 (as in 2007-13) to available
financial resources and implementation capacity. Domestic financial resources are still
limited. Further, absorptive capacity continues to be weak, and is still dependent on
outside technical assistance, (though less than in 2007).

To be specific, the Minister of Agriculture said at the 16t» STM meeting in Pristina on 12
June 2009 that the immediate challenges in 2009-11 are to address the short and
medium-term priorities of the European Partnership for Kosovo’'s agri-rural sector,
(including forestry and fisheries). These include the following actions:

1.
2.

Implement secondary legislation related to the approved Food Law (Done);

Use the Kosovo Food and Veterinary Agency to reorganise relevant institutions
to implement this law i.e. establish an unique organisation of central, municipal
and border inspectors (phytosanitary, sanitary and veterinary) (Done);

Amend Law on Agriculture and Rural Development (in preparation) and
related secondary legislation (Partly done);

Create (a) MAFRD as the Managing Authority, (b) a Monitoring Committee for
ARDP, and (c) transferee the tasks of the Grant Management Committee to the
Paying Unit within the MAFRD as the fore-runner of the Paying Agency (to be
named the Kosovo Rural Development Agency) (Done);

Agree criteria for the selection of 2010 KB grant beneficiaries (Done);

Address major constraints related to incomplete land consolidation and the
unregulated use of agricultural land for commercial building purposes (Under
implementation); and

Create an inter-ministerial working group to fformulate a strategy to upgrade
agro-processors to European standards, based on an EC check list (Done);

Focus implementation of ARDP 2010-13 on the following priorities:

a. restructuring the agricultural sector, including providing grants for
farmers and implementing land consolidation (RD Measure 2);

b. increase income for farmers and rural dwellers, leading to improved
living standards and working conditions in rural areas (Direct support
measures)

c. supporting irrigation, particularly tertiary irrigation, as well as irrigation
providers and water users” associations (RD Measure 3);

d. modernising agro-food establishments that have high potential for export
and import substitution (RD Measure 4); and
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e. implementing local community development strategies based on the
principles of LEADER+ (RD Measure 8)2.

Outlining the immediate priorities for 2009-11 does not mean that work will stop on
implementing the Plan’s four other key measures to improve: vocational training to
meet rural needs (RD Measure 1); natural resource management, environment and land
use (RD Measure 5); rural diversification (RD Measure 6); and economic, social and
cultural infrastructure in rural areas (RD Measure 7). Neither will work stop on
continuing to build administrative and human capacity at central and municipality
levels in the organisations that will support implementation of ARDP 2010-13 (and then
ARDP 2014-20). All these activities will be progressed in line with the availability of
funds (domestic and donor) and increased absorptive capacity.

A critical and continuing priority is the need to increase farmers’ and processors” access
to commercial credit available through banks and micro-finance institutions. This
requires actions and a NAP (funded through KCB) to help local financial institutions
manage better the risks involved in lending to farmers and food processors. This
requires continuing donor-funded technical assistance to support farmers and
Producers” Groups to adopt best practice technologies suitable for conditions in Kosovo,
(with advice being given by the Rural Advisory Service, NGOs and food processors). It
also requires consolidation of agricultural land, as well as the creation of a realistic land
market, so that land can be used as collateral for commercial loans.

2 particularly getting rural economic operators to organise themselves more efficiently into public/private/3™ sector Local Action
Groups (made up of the administration, businesses and Civil Society), Producers’ Associations and Cooperatives.
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|| CHAPTER 3||

THE PRIOR APPRAISAL OF ARDP 2007-13

The prior appraisal of ARDP 2007-13 has not been repeated for the 2010-13 update.
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|| CHAPTER 4 |

MEASURES

4.1 DIRECT SUPPORT MEASURES

In order to achieve the major objectives of ARDP it was necessary, that in parallel to
structural measures within rural development policy, direct support measures have
been introduced in Kosovo. Direct support measures provide income incentives to
encourage farmers to intensify the agriculture production in identified priority areas. By
granting direct support structural adjustments are enhanced. Furthermore, direct
support measures have a stabilization effect in terms of market volatility, enabling
farmer a better planning. By introducing targeted eligibility criteria direct support
measures also contribute to improving food safety and food quality of marketed
production.

To tackle the current situation in Kosovo agriculture sector, characterized by low level of
efficiency, fragmented agricultural land, lack of access to credit and quality inputs,
coupled direct support measures have been introduced. Identified priority sectors are
livestock, milk and crop production.

Successful implementation of this measure is contributing also to the achievement of
rural development objectives of the ARDP.

In 2009 and 2010 the following measures of direct support have been implemented:

e Per head premium for milking cows and heifers;
e Per head premium for sheep and goats;

e Area payment for wheat;

e Fuel subsidies for harvesting cereals.

From 2011 onwards it planned to extent the scope of measures to slaughtering
premiums for sheep, goats and cattle and area payments for corn and potatoes.

The introduced direct support measures are not entirely in compliance with CAP
support under the first pillar, since the CAP has undergone a process of decoupling.

Therefore, these national direct payments will have to be adjusted in the long term.

4.1.1. DIRECT SUPPORT MEASURES IN THE DAIRY SECTOR
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Due to natural conditions livestock production is the most important sector in Kosovo.
There are 83.289 livestock farms in Kosovo where cattle is the major livestock with
291.434 head, of which 52% (151.546 head), is dairy cows. Adjusting to the size of the
holdings the average number of milking cows per households is 1-4 cows. The majority
of dairy farmers (93.8%) have up to four cows. Only less than 1% of farmers have more
than 10 cows.

The domestic milk production of Kosovo is 381.896 tons which means 2520 kg milk yield
per head. Major part (49%) of the milk is used on farm for consumption or for feeding
calves covering the needs of the household, another large part (41%) is sold on green
markets and only 10% is processed. According to estimations, in total only about 3,000
farmers (about 3.6% of dairy farms) supply milk to the commercial dairies. Quality and
hygiene level of collected milk is generally low since Good Milk Handling (GMH)
standards are not applied. Problems also arise due to significant variation in milk
production on farms, (low production in winter due lack of quality feeding stuff and
high production in summer).

Despite the listed problems the dairy sector in Kosovo has substantial development
potential.

The objectives of direct support measure in the dairy sector:
- Increase farmers’ incomes whereby creating incentives for keeping production
and necessary structural adjustments in the dairy sector,
- Utilisation of pastures,
- Improving milk quality and hygiene standards.

Implementation status in 2009 and 2010

Direct support to dairy cows as a payment per head was introduced in 2009. In the first
year 1259 farmers received 0,6 million EUR. In 2010 the number of farmers who applied
for support, increased substantially to 4.238, with an overall funding of 1.1 million EUR.

In order to target commercial production of milk, direct support was granted only to
farmers with a defined number of milking cows and who deliver milk to processing
facilities. Furthermore, only registered animals were eligible in order to promote
identification and registration of animals.

4.1.2. DIRECT SUPPORT MEASURE IN THE BEEF SECTOR

The beef sector has to be seen primarily as a by-product of the dairy sector. The value of
production of beef amounted to some 82 million. Euro in 2006 - about twice as much as
the value of wheat produced. Small farm operators prefer the Simmental breed because
of its combination for milk and meat production.
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Red meat, especially beef, is a popular product and offers opportunities for import
substitution, since the self sufficiency rate is only 47%.

Major drawbacks for the beef sectors are low hygiene standards due to uncontrolled
slaughtering in non registered processing facilities. Furthermore, for increasing
production it would be necessary to implement more efficient forage systems.

In order to increase availability of red meat of domestic production on the market, it is
necessary to support slaughtering in controlled slaughtering facilities by improving the
hygiene conditions and marketing standards (carcass classification).

The objectives of direct support measure in the beef sectors:
- Increase farmers’ incomes whereby creating incentives for keeping/increasing
production and necessary structural adjustments in the bovine sector,
- Improving hygiene conditions of slaughter
- Utilisation of pastures,
- Provide standardized meat for market.

Direct support payment will be firstly introduced in 2011 as a slaughtering premium for
all types of cattle. In order to improve hygienic standards only animals slaughtered in
registered slaughterhouses will be eligible.

4.1.3. DIRECT SUPPORT MEASURES IN THE SHEEP AND GOATS SECTOR

Kosovo has good natural conditions for sheep and goat production. Sheep production is
reasonably profitable on a commercial scale (150 sheep). Feeding sheep and goat is
based on grazing. Therefore it is extremely important in mountainous and areas less
favoured for other intensive types of agriculture production. Sheep and goat raring
could also play an important role in organic production.

Unfortunately the number of sheep and goats declined during the war. In the year 2005
the number of sheep and goat was 151,880 heads compared to a number between
400,000 and 600,000 before the war. The small farms have on average 17 sheep and goats,
whilst the large farms have much higher numbers of animals.

In Kosovo the demand for lambs (meat) and Sheep and Goat cheese is relatively low.
The estimated consumption of retail weight sheep meat is 1,725 mt and the per capita
consumption is estimated at 0.78 kg/capita. Like in the beef sector food safety standards
and animal disease prevention are an issue.

In order to address these shortcomings in 2009 and 2010 sheep and goat premiums were
granted for all animals with the following objectives:



= £ e
= s W e o e
= g > Agriculture and Rural Development Plan 2010-13

September 2010

- Increase farmers’ incomes whereby creating incentives for production
development and necessary structural adjustments

- Improving hygiene conditions of slaughter

- Utilisation of pastures.

- Provide standardized meet for market

For 2011 and onwards it s planned to grant two types of direct support. Premiums per
head will be granted just to milking sheep and goats above a certain number of animals
(like the premiums for sheep and goats under the CAP). In order to address food safety
standards additionally a slaughtering premium is foreseen for the other animals. To
achieve improvement of hygiene standards the payments will be granted only to
animals slaughter in registered slaughter facility.

Implementation status:

The Sheep and goat premium as a payment per head was introduced in 2009. In the first
year 1366 farmers received in total 1.4 million EUR for 140 300 animals. In 2010 the
number of supported farmers increased to 1503, with overall funds of 1.26 million EUR.

In order to target commercial production of milk, direct support was granted only to
farmers with a defined minimum number of sheep and goats.

4.1.4 DIRECT SUPPORT MEASURES IN CROP PRODUCTION

In Kosovo the main crops are wheat for human consumption, as well as maize, hay and
alfalfa. Maize is becoming more and more important as silage feeding in the dairy and
beef sector.

The total area under grains amounts 102,000 ha according to the Farm Household
Survey of SOK and 144,000 ha according to the survey of MAFRD. There is discrepancy
in the data base for maize area between 35,000 to 68,000 ha in different databases.

Wheat yields are 3-3.5 tons/ha, maize yields are around 4 tons/ha, even commercial
producers do not reach more than 5 - 5.5 tons/ha.

Subsistence farming dominates the cereal sector, 28.1 percent of agricultural land is used
by farms with an area between 0.5-1.0 ha. Average of agricultural land per agricultural
household is 1.43 ha. Only 1-2 per cent of arable land is used by commercial farms, and
one third of total arable land is used by agricultural households above 3 ha of arable
land.
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Small farmers apply risk aversion strategy, have higher transaction costs, inadequate
assets to be able to access credit, and not enough land for commercial production. There
is no integration in cereal production, horizontal co-operations do not exist, and due to
small farm size and land fragmentation the efficiency of machinery is limited.

Scale efficiency is very important in this sector. According to most studies cereal
production is not competitive on a few hectares of arable land therefore substantial
efforts are needed to promote land consolidation and to bring large area of abandoned
land (15-20% of UAA) back into production.

Even though yields can be raised, due to the lack of commercial grain quantities, storage
capacities and logistics, Kosovo grain producers still have comparative disadvantages to
the neighbouring countries with efficient grain production.

In order to address the shortcomings direct support payments as flat rate payment per
ha were introduced with the following objectives:
- Increase farmers’ incomes whereby creating incentives for production
development and necessary structural adjustments;
- Reducing competitive disadvantages due to neighbouring countries policy
measures
- Utilisation of abandoned/unused agricultural land;
- Improvement of inputs (certified seeds).

By limiting direct support payments to farmers with a minimum area of at least 2
hectares under the supported crops, market production can be enhanced. Furthermore,
the obligation to use certified seed should lead to increased yields and reducing risk for
plant diseases.

Implementation status:

In 2009 area payments as payment per hectare were granted to wheat producers for
winter sowings. Support was granted to 5224 farmers for 23.566 hectare of winter wheat
amounting to 2.1 million euro. It is planned to implement the same direct support for
winter wheat also in 2010.

Support was granted to semi commercial and commercial farmers by introducing a
minimum threshold of 2 hectare winter wheat sown.

Additionally to area payments the cereal sector was supported by granting subsidies for
fuel for harvesting machines. The total amount granted in 2009 was 0.4 million EUR
and 0.5 million EUR in 2010. Every owner of a registered harvesting machine was
entitled to buy 1200 1 of subsidized fuel (35% of price was subsidized by MAFRD in
2009 and 30% in 2010).
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In 2009 support was granted to 1227 harvesting machine owners and in 2010 to 1362
owners. Since farmers received this support indirectly, it is estimated is that in
equivalent 68.000 hectares of cereals were supported.

For the future it is planned to merge those two measures to only one area payment in the
crop sector. In this way support would be granted directly to farmers and administrative
burden would be substantially reduced.

4.2 RURAL DEVELOPMENT MEASURES

The eight RD measures being implemented under ARDP 2010-13 are summarized below.
Physical and performance indicators for monitoring progress in implementing the
measures are being developed by MAFRD: (see Chapter 8).

In addition, a short summary is given below of the implementation status of each
measure.

Each measure has a current priority status of either Very High or High. This reflects the
priorities outlined by the Minister of Agriculture to the STM meeting held in Pristina on
12 June 2009.

4.2.1. MEASURE 1 - DEVELOPMENT OF VOCATIONAL TRAINING TO MEET
RURAL NEEDS (PRIORITY STATUS - HIGH)

Kosovo’s agriculture sector plays an important role in the rural/national economy, as
well as in social life. Presently, the sector contributes one quarter of Kosovo’s GDP, and
employs two thirds of the total adult population. Kosovo’s agriculture has to improve its
competitiveness, productivity, efficiency and product quality, in order for the sector to:
make a significant contribution to economic growth and employment; guarantee
adequate and stable incomes for the rural population; and face competition (in due
course) in the EU’s Single Market. An important area of focus for this measure will be to
provide critical support to the rural/agriculture extension system through consideration
of different service models which will likely include direct service provision by the Rural
Advisory Service of MAFRD, contracting arrangements with specialized providers, as
well as creating key linkages to other entities in Kosovo engaged in agriculture
experimentation, testing, and research such as the Peja Institute and the Faculty of
Agriculture at the University of Pristina.

The sector is tackling major drawbacks: for example, a low level of efficiency,

fragmented agricultural land/production, and poor quality of produce. Human resource
development is vital if these problems are to be overcome. Therefore, this measure will
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strongly focus on continued development and dissemination of critical knowledge
related to agricultural production, high value crop selection, and creating linkages
between “lead” farmers and other important market actors such as wholesalers,
processors, and exporters. Technical, business and IT training is being provided under
Measure 1 to help farmers (particularly young farmers) to:

e modernize their operations, with the aim of creating competitive businesses;

e restructure their activities, in order to improve the viability of farm businesses;

e ensure farms comply with EU requirements;

e set up new, but profitable farms;

e introduce improved breeds and seeds;

e implement quality and hygiene standards;

e market their output in line with clearly defined grades and standards;

e improve the traceability, storage and hygienic handling of produce;

e meet environmental requirements;

e re-orientate agricultural production towards organic foods;

e improve animal welfare;

e improve the handling and storage of farm waste;

e establish Producers” Associations

e improve business viability and coordination of existing associations; and

e improve access to, and use of, market information through an efficient market

information and intelligence system (supply, demand, quality and price);
e improve access to, and use of, market information (supply, demand, quality and
price).

Whilst the objective of vocational training is to increase the number of viable farms,
increased competition will lead to withdrawal of a large number of inefficient farmers
from the agriculture sector. Therefore, it is necessary to give them training to acquire
skills with which they can create alternative business and/or employment opportunities.
Employment creation is through on- and off-farm diversification, development of micro-
enterprises and SMEs, agri-processing of new products, rural tourism and development
of other rural-based services, including forestry, fisheries and hunting. Local level
community strategies that are focused on rural initiatives that have been developed by
Local Action Groups are facilitating this: (see Measure 8).

Measure 1 is building on the updated SWOT analysis of Kosovo’s agri-rural sector
outlined in Chapter 1.

Measure 1 is directed at improving human potential in the agri-rural sector, particularly
helping young farmers to establish themselves as new businesses. Assistance includes
the design and delivery of vocational training courses by the Kosovo Rural Advisory
Service and other accredited organisations that offer advice (e.g. input suppliers,
consultants and NGOs). Training covers improved farm management, accounting and
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business planning procedures. Further, Measure 1 is assisting farmers in least developed
areas, as well as helping those that wish to make the transition from subsistence to semi-
commercial farming, and from semi-commercial to commercial farming. Identifying and
working through “lead” farmers and other rural associations, including input dealers,
traders, wholesalers, and other agricultural commodity chain actors will be an important
aspect of linking new potential in rural areas to downstream market opportunities.
Establishing linkages and communicating the activities of these different players to the
wider rural sector will likely be the most efficient way to gain adoption of new crops, as
well as imitation of best, or at least better, practices.

Concerning vocational training under Measure 1, specific operations are preparing
farmers for: the reorientation of production to focus on quality; the value of adopting
new high value crops, the application of production practices compatible with the
maintenance and enhancement of the landscape; the protection of the environment,
hygiene standards and animal welfare; and the management of an economically viable
farm. Vocational training courses include, but are not limited to:

e new technologies of agricultural production;

e post-harvest handling to ensure delivery of quality output;

e business management practices and some basic accounting;

e environmental protection, and eco-friendly/organic farming;

e alternative businesses in rural areas i.e. diversification;

e producers’ cooperatives, market linkages and business development;
e information technologies; and

e language skills.

A website will be created to offer vocational training courses on-line that can be accessed
through Rural Advisory and Business Advisory Centres in the municipalities, as well as

at home.

Successful implementation of Measure 1 is contributing directly to, and serving
achievement of, objectives under Measures 2-8.

The specific objectives of Measure 1 by the end of 2013 are to provide targeted
vocational training courses in each municipality to all farmers, rural households and
rural economic operators who qualify for support: see Chapter 6. A vocational training
website will be created through which trainees can access training materials.

Donor-funded projects in support of Measure 1 are presented in Annex 3.

Implementation status of Measure in September 2010
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Little progress has been made in implementing Measure 1 fully. Although training and
technical advice are given by the Rural Advisory Services to beneficiaries, there is no
comprehensive vocational training action plan to implement this measure. In 2010 under
this scheme 198.000 € is going to be contributed. The company has already contracted
120.000€ by the end of September. A major requirement is for a multilateral/bilateral
donor to take responsibility for helping MAFRD to prepare and implement such an
action plan during 2010-13. In particular, such a plan must facilitate the early retirement
of existing older farmers.

Measure 1 is being supported through various projects:

e support for Private Rural Advisory Services (88.387 € in 2009 and 200.000 € in
2010, KNB)

e support for VET/ Agriculture Secondary Schools (DANIDA, Luxembourg)

e support for Secondary School (Norway)

e USAID Agriculture Opportunities Strategy (AgStrat) initiatives on strengthening
the extension system

e Involvement of NGOs.

4.2.2 MEASURE 2 - RESTRUCTURING PHYSICAL POTENTIAL IN THE AGRI-
RURAL SECTOR (PRIORITY STATUS - VERY HIGH)

Measure 2 is helping to restructure physical potential in the agri-rural sector by
promoting investments and related activities that will improve farm business efficiency
and competitiveness. Measure 2 is promoting capital investment in farm machinery,
equipment, buildings and other production facilities relevant to livestock, field crops,
fruit and vegetables, including grapes for table and wine. Measure 2 is providing
support for economically viable family farms, producers” groups and other agricultural
holdings.

Particular focus is being given to supporting young farmers and farm businesses in less-
developed areas. Measure 2 is planning to provide support to agricultural holdings
involved in order to mitigate against possible negative environmental impacts caused by
more intensive agricultural activities.

Measure 2 is building on the updated SWOT analysis of Kosovo’s agri-rural sector
outlined in Chapter 1.

The overall objective of this measure is to improve the structure of agricultural holdings

and improve efficiency. This is being done by: reducing the costs of production;
encouraging the acquisition of modern equipment and technologies; using better seeds
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and breeds; improving the quality of production; consolidating land; and ensuring
research and higher education are focused on increasing competitiveness.

Specific operations being applied under Measure 2 include:

e investment in machinery/equipment at farm level (including building
renovation and new building), as well as improved inputs, funded through the
allocation of KCB-funded grants, as well as increased credit available from
commercial banks and micro-finance institutions, particularly targeted at young
farmers; and

e land consolidation?

This measure is in compliance with CAP objectives, such as: a competitive agricultural
sector, safe production with quality products, vibrant rural communities generating
employment and opportunities, and environmentally sustainable production.

Measure 2 is aimed at semi-commercial/commercial farms and groups of smaller
farmers whose financial and economic viability can be demonstrated, where investments
can be justified by greater returns resulting in sustainable development of economically
strong agricultural units.

Successful implementation of this measure is directly contributing to, and serving
achievement of, objectives under Measure 4.

Specific objectives are to build a food industry that can compete successfully in domestic
and external markets, as well as meet EU and national environmental, hygiene and
health standards. Targets by the end of 2013 under Measure 2 are to support farms that
invest in new equipment and facilities. Young farmers, Producers” Groups and farmers
in less developed areas are being targeted for assistance. This measure is also conceived
to support MAFRD’s objectives of promoting the tradability of agriculture output
through promotion of market-led investments in intermediate aspects of the commodity
chain such as collection centers, pack houses, and cold storage facilities.

Donor-funded projects in support of Measure 2 are presented in Annex 3.

Implementation status of Measure 2 in September 2010

Substantial progress has been made in implementing Measure 2. Donor support is
focused on supporting horticulture (Switzerland/Denmark and Italy). Sub-sector
strategies are available for horticulture and livestock. A KCB-funded grant programme
for 2009 totaling 0,65 million euro has been targeted on horticulture, vineyards, dairy,

22 This could include the establishment of a land fund for Kosovo (e.g. to buy up temporarily and manage land purchased
under a future early retirement scheme under Measure 1: this land can be sold again through the land consolidation
programme and related projects).
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manure storage and local development initiatives23. The KCB grant programme will
increase from 2010 onwards to 1,8 million euro, supported by a grant programme to be
funded through the IPA 2009 programm.

The importance of investment support is reflected in increasing numbers of
beneficiaries. In 2009 investment support was granted to 227 farmers in 2010 the
numbers almost doubled to 582 farmers (mainly in milk, fruit and vegetable sectors)
receiving public support for investments.

A major requirement is for multilateral/bilateral donors to take responsibility for
helping MAFRD to prepare and implement sub-sectoral action plans (other than
horticulture) during 2010-13. This in fact will be a key focus of a new USAID funded
program (2011-2014) of supporting new sources of rural agricultural growth and
competitiveness by promoting adoption of crop diversification based on high value
crops and varieties.
Measure 2 is supported through the following KCB-funded projects in support of:

e Land Consolidation

e Vineyard cadastre

e Matching investments grants: greenhouses, vineyards, dairy
Additionaly, Measure 2 is supported through USAID AgStrat initiatives on improving
the cadastral system, and developing agricultural facilities such as greenhouses, and
storage and packing houses.

4.2.3 MEASURE 3 - MANAGING WATER RESOURCES FOR AGRICULTURE
(PRIORITY STATUS - VERY HIGH)

The establishment of a sustainable, competitive and environmentally friendly agri-rural
sector cannot be implemented without rational and profitable use of water resources.
This will require the rehabilitation, restructuring and development of the irrigation
infrastructure.

Considerable further investment in rehabilitation of irrigation infrastructure is required
to achieve the 1991 level of total area under irrigation . Similarly, but to a much lesser
extent, additional investment is needed to enable farmers to benefit fully from previous
donor support of irrigation. Such investments need to be directed primarily towards
easing production constraints for farmers with land under the command of rehabilitated
primary, secondary and tertiary level irrigation infrastructure.  In addition, this
measure draws a distinction between the large scale (primary) irrigation system and the
small scale (secondary and tertiary) system run by municipalities and particular villages.
Regarding the former, investment issues will be addressed alongside a comprehensive
approach geared toward demand management, forecasting, and prioritizing
investments in line with a thorough consideration of funding models and cost reovery

% Orchards will be supported during 2010 onwards.
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plans. On the latter, a focus will be directed to appropriate technologies, pilot schemes
through small grants, providing support to water users associations, and developing
technical assistance packages that target both suppliers and farmers to ensure proper
usage, as well as monitoring mechanisms to monitor improvements in yields.

The medium term irrigation strategy 2007-132* is to:

1. improve water management in the supply and distribution network, as well as in

the field, moving towards the achievement of international best practice;

improve water fee and/or water tax collection;

improve spatial planning and law enforcement;

4. require the municipalities to develop irrigation, drainage and flood protection
schemes, (where technically and financially feasible), on the basis of approved
land suitability maps;

5. work closely with the Advisory Service to promote the development of high
value-added irrigated crops;

6. promote further investment in the irrigation sector, initially in rehabilitation
works; and

7. strengthen the institutions in charge of irrigation, drainage and flood protection
(capacity building, human resource development, data collection, technical
studies, investment planning, training on-the-job and twinning).

@

The strategy aims to create the best environment and conditions for all irrigation
schemes. This first requires a strong commitment and involvement by the municipalities
and farmers in the collection of water fees and undertaking regular operation and
maintenance (O&M) of the irrigation infrastructure, prior to all rehabilitation and/or
upgrading works. Without this commitment/involvement, no sustainable water
management by farmers, water users’ associations (WUAs) and irrigation providers
(IPs) will be achieved. The improvement of water management will require: upgrading
of traditional schemes; investment in local expertise (IP staff); organisation and
strengthening of the WUAs; and the commitment of the authorities (municipalities, river
basin authorities and MAFRD/KPA /MESP).

Further, the successful development of profitable, high value-added irrigated crops
requires: properly trained agricultural extension services; clear technical advice for
farmers; availability and correct application of appropriate agricultural inputs;
development of food processing facilities that meet international standards; and the
possibility to sell produce to new markets. In this regard, Measure 3 will take steps to
ensure strong connections to the vocational and extension training aimed at different
agricultural associations mentioned in Measure 1, as well as the supports to boost the

# Developed in April 2006 by a MAFRD-coordinated Irrigation Working Group, supported by the EC-funded AMPK project: (the
strategy is available from MAFRD’s Irrigation Department).
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supply-side and productivity of farm and other agriculture-related businesses that are
the focus of Measure 2.

Measure 3 is building on the updated SWOT analysis of Kosovo’s agri-rural sector
outlined in Chapter 1.

Specific operations? being applied under Measure 3 are:

e investment in overall irrigation systems (primary and secondary level);

e investment in irrigation systems at farm level; and

e provision of support for IPs, existing WUAs, and the creation of new
associations.

Measure 3 is linked with the following measures of ARDP 2007-13:

* Restructuring physical potential in the agri-rural sector (Measure 2)

e Improving the processing and marketing of agricultural products (Measure 4)

e Improving natural resource management (Measure 5)

e Improvement of rural infrastructure and maintenance of rural heritage (Measure
7)

e Support for local community development (Measure 8)

Specific objectives for Measure 3 by the end of 2013 are to rehabilitate selected primary
and secondary irrigation channels, as well as tertiary irrigation facilities, as detailed in
the medium term irrigation strategy. Further, investment in other forms of irrigation:
bores, pumps etc. will be undertaken. It is anticipated that commercial / semi-commercial
farms and smaller farmers working in Producers” Groups will benefit from support for
irrigation.

Donor-funded projects in support of Measure 3 are presented in Annex 3.

Implementation status of Measure 3 in September 2010

Substantial progress has been made in implementing Measure 3. A KB-funded grant
programme for 2009 totalling 1.5 million euro has been targeted on irrigation schemes
within 20 projects. The KB grant programme will increase to 2 million euros from 2010.
A major requirement is for a multilateral/bilateral donor to take responsibility for
helping MAFRD to prepare and implement a comprehensive irrigation sub-sector action
plans during 2010-13.

25 These operations are being supported further by operations under Measure 1 (training of farmers in relation to irrigation and
training of members of WUAS), and under Measure 8 (LAGs — Community Area Development Plans).
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4.24. MEASURE 4 - IMPROVEMENT OF PROCESSING AND MARKETING OF
AGRICULTURAL PRODUCTS (PRIORITY STATUS - VERY HIGH)

Processing is important to Kosovo’s industry and rural areas. The agricultural sector is
strongly dependent on the agri-business industry, as it usually processes local
agricultural produce. Kosovo’s processing industry is fragmented. It is characterised by
capacity utilization problems and various inefficiencies.

Measure 4 is aimed at improving the quality and marketing of processed food products,
(as well as fresh produce), and progressively adapting them to meet EU standards.
Producers and processors are being helped to participate in food quality schemes that
promote the quality and safety of food products. From an institutional standpoint, the
Kosovo Food and Veterinary Agency established in 2009 is facilitating implementation
of Measure 4.

To build a competitive food industry, specific operations being implemented under
Measure 4 are to:
e support innovation and modernization in the agro-processing sector;
e restructure the agro-processing sector;
e develop higher value-added products that fulfil international hygiene, food
safety and quality standards for consumers;
e planning and communication around trade-related logistics and infrastructure;
e institutional strengthening around market and export promotion;
e market-led and government regulated grades and standards;
» food safety and quality control labs that are internationally certified;
e introduce environmentally friendly technologies;
e improve efficiency;
e improve the marketing and labelling of quality products (processed and fresh)
through enhanced export promotion activities; and
e improve the structure for, and enforcement of, quality, sanitary, veterinary and
plant-health controls.

Processors are being assisted to: increase the efficiency, quality and value of their
products; invest in minimum waste technologies; meet EU and national environmental,
hygiene and health standards; and provide a better service to their farm suppliers.
Further development of the meat processing industry depends on the
establishment/rehabilitation of slaughterhouses that comply with EU requirements, as
well as the establishment of an animal waste product rendering plant.

The main objectives of Measure 4 are to improve the quality of processed products,
introduce innovative and effective production methods, and make progress towards
achievement of EU hygiene, phytosanitary, sanitary and veterinary requirements, at the
same time as supporting the restructuring (concentration, rationalisation and
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modernisation) of the agri-food industry. This measure’s support to improving the
quality of agricultural output and animal products according to internationally
recognized food safety and quality standards are also linked to a comprehensive set of
marketing and export promotion activities. Support is contributing to increased
competitiveness and higher added value of agricultural products. The measure covers
the dairy, meat, grain, fruit and vegetable sub-sectors, as well as bottled water, wine and
malt/beer. Support is helping to improve by-products” utilisation, the introduction of
higher value added products, the creation of local level collection centres, the
introduction of HACCP-based food safety management systems, improved marketing
and labelling of fresh and processed food products, and upgrading production lines and
related facilities to meet EU requirements, including laboratory and quality control
equipment modernisation.

Measure 4 is building on the updated SWOT analysis of Kosovo’s agri-rural sector
outlined in Chapter 1.

This measure is being carried out in compliance with CAP objectives, such as achievement
of a competitive agricultural sector and safe production with quality products. It
demonstrates a clear connection between inputs to agriculture (support) and outputs
(benefits to society).

Specific objectives are to assist farmers, food processors and Producers” Groups in all
production/processing/marketing supply chains (e.g. milk, meat, cereals,
fruit/vegetables etc.) to meet EU requirements on hygiene, food safety, health, quality
and environment. The measure will assist all food processing enterprises (e.g. dairies,
slaughterhouses, bakers, bottling plants etc.) that can demonstrate financial viability
whilst meeting EU requirements. The measure is seeking finance to establish one
rendering plant that meets EU requirements.

Donor-funded projects in support of Measure 4 are presented in Annex 3.

Implementation status of Measure 4 at in September 2010

Substantial progress has been made in implementing Measure 4. The Food Law has been
passed, and the Kosovo Food and Veterinary Agency established. The USAID Public
Enterprise Programme is supporting private sector activities, including food processing
during 2010-13. Investment support in 2009 was granted to 13 beneficiaries amounting
in total 55.295 euro support. For 2010 the interest among beneficiaries has increased and
more than 60 applications were submitted. It is planned to substantially increase the
necessary funds to 5 million euro in order to tackle large scale investments in the food
processing sector.

Measure 4 is supported through the following projects:
e food safety and quality standards for consumers (200,000 euro, KNB)
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e creation of local level collection centres (NGOs)

e introduction of HACCP-based food safety management systems (USAID)

e improved marketing and labelling of fresh and processed food products (EC,
GTZz)

e matching grant scheme (KNB)

e USAID AgStrat initiatives on improving food safety and quality, and marketing
of products to facilitate access to markets.

425 MEASURE 5 - IMPROVING NATURAL RESOURCE MANAGEMENT
(PRIORITY STATUS - HIGH)

Measure 5 is focusing on ensuring the sustainable use and management of natural
resources, particularly pastures, that part of forests used for firewood, and Natura 2000
sites, as well as increasing awareness of environmental issues and bio-diversity. The
measure is supporting smaller producers, as well as producers’ associations and
cooperatives which use municipality lands for pasture grazing through improved
management and fodder production plans, as well as best land-use practice so that
marginal land can be used on a sustainable basis. This includes identification of
integrated rural development and village re-vitalisation components that address
community support, SME development, agro-tourism, alternative land use, farm
enterprise diversification, and agro-forestry-environmental activities. Measure 5 is also
focussing on decreasing the negative impact of agriculture on the environment such as
through assisting MAFRD as well as the rural sector in promoting a more rational use of
pesticides and other agricultural inputs, restoring traditional landscapes and increasing
bio-diversity.

Concerning forestry development and afforestation, these are alternatives for the use of
agricultural land. Furthermore, forestry is an important economic activity in
mountainous areas?, and can provide new long-term employment opportunities. As

% The unique communities and environments in mountainous areas, (often less-developed areas), risk being abandoned. Integrated
development of all sectors - especially the role played by nature protection - and diversification of livelihoods is addressing mountain
predicaments, constraints and challenges. Further, the illegal cutting of firewood is being addressed so that maximum value can be
extracted from timber resources on a sustainable basis. This requires creating an impetus for more effective and broader rural policies
that take account of environmental and bio-diversity issues.

Measure 5 is being used in part to examine what are the most effective policies for releasing the potential of mountain, remote and
forested rural areas in Kosovo. This includes improved pasture management, improved private sector afforestation, use of thinning to
avoid illegal cutting of firewood, development of national parks and Natura 2000 sites, and creation of local bio-diversity action plans.
Questions being asked (and answered) under Measure 5 include:

e Which sustainable agriculture and rural development policies will strengthen the livelihoods of the population of these
areas?

How can rural, agricultural, forestry and environmental policies become more integrated?

What are the best environmental and sustainable development practices?

What training, education and research activities are required in support of mountain areas?

What new business opportunities exist to diversify and add value to mountain areas?

How can the human potential from all ethnic groups be energised, and what is the role of women and youth in this process?
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private forestry is underdeveloped, Measure 5 is supporting sustainable economic,
environmental and social use of forests in rural areas, including national parks, with
particular emphasis on afforestation of abandoned agricultural land, and improvement
of forest infrastructures. The measure is assisting afforestation and the establishment of
agro-forestry systems, particularly in Natura 2000 areas. The measure is protecting the
forest environment, restoring forestry production potential, and introducing actions
against illegal cutting, as well as providing support for non-productive investments in
the forestry sub-sector. As a relatively large number of private forest owners are farmers,
forestry is one of the solutions to enhance rural development. Some farmers may see an
opportunity to shift from agricultural production to forestry. Increased afforestation of
abandoned agricultural land is an important activity, both to reduce dependency on
agriculture and improve environmental conditions in rural areas. This will positively
influence landscape diversity and stability. In a broader international perspective, a
modification of land-use towards an increased share of land with a more permanent plant
cover will contribute positively to present policies on climate change through carbon
sequestration, and by promoting sustainable forest management. Also, bio-diversity can
be positively affected.

Measure 577 complements activities being implemented under Measure 6 and Measure
8, (as well as Measure 4 in the area of saw milling and timber processing).

Specific operations being implemented under Measure 5 are to support on a pilot
basis?8, particularly in less developed areas:

e first time afforestation on agricultural land in areas with low agricultural
production value;

e change of land use in Natura 2000 areas (by implementation of Natura 2000
protection schemes) ;

e improvements in bio-diversity in existing forests; and

e the establishment and operation of Pasture Users’ Associations.

e the development and continual updating of pesticide use guidelines requiring
proper licensing for sale and distribution, along with links to extension services
to illustrate proper usage;

. How can Kosovo prepare for changes arising from reform of the CAP?
. How can domestic, cross-border and wider regional cooperation be developed in mountain areas?

7 Measure 5 is the only measure in ARDP 2010-13 that is related directly to Axis 2 in the Plan. According to Council Regulation
1698/2005, article 17, at least 25% of the total ARDP budget should be used for Axis 2 measures and operations. As these are under-
represented in ARDP 2010-13, this will be corrected in due course following review by the Management and Monitoring Committees:
see Chapter 9).

2 |t is important to tread carefully under this measure. Undertaking activities on a pilot basis will allow MAFRD (and MESP) to
identify sustainable actions, and stop quickly those actions that are not anticipated to be net contributors to natural resource
management.
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A review of saw milling and timber processing capacity in Kosovo was undertaken in
2007/8 by the technical assistance team that implemented the EC-funded project on
Sustainable Forestry Management.

Measure 5 is building on the updated SWOT analysis of Kosovo’s agri-rural sector
outlined in Chapter 1.

Targets by the end of 2013 include:

1. starting pilot integrated rural development schemes in mountain areas and
designated areas of special concern, especially where there are cross-border
possibilities;

2. afforesting selected areas in line with recommendations developed by the EC-
funded Sustainable Forestry Management project; and

3. designing, and identifying donor funding for a project that will upgrade saw
milling and timber processing to meet EU requirements.

Donor-funded projects in support of Measure 5 are presented in Annex 3.

Implementation status of Measure 5 in September 2010

Progress has been made in implementing Measure 5. The two-year EC-funded
Sustainable Forestry Management project finished at the beginning of 2009, and will be
consolidated through further support under IPA 2009. A forestry strategy for 2010-20
has been completed. SNV opened an office in Kosovo during 2009 to help develop
private sector forestry (and agro-enviro-forestry-mountain area tourism).

A pilot KCB-funded grant programme for 2009 totaling 40,000 euro is under
implementation to improve manure storage in Prizren municipality. MAFRD developed
an agro-environmental policy in 2008-9 (including EC-recommended indicators), and is
developing organic agriculture with an outline plan consisting of short, medium and
long-term priorities. The KCB grant programme will increase up to 500.000 Euro from
2010 onwards.

A major requirement is for a multilateral/bilateral donor to take responsibility for
helping MAFRD to prepare and implement a comprehensive natural resource
management sub-sector action plan during 2010-13.

Measure 5 is supported through the following projects:
e Reforestation (158,000 euro, KNB)
e Special Preparatory Programme pilot project on manure storage in Prizren
Municipality, (40,000 euro, KNB)
e USAID AgStrat initiatives on protecting the environment against pesticide
misuse
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426 MEASURE 6 - FARM DIVERSIFICATION AND ALTERNATIVE
ACTIVITIES IN RURAL AREAS (PRIORITY STATUS - HIGH)

Structural changes in the agricultural and food processing sectors affect rural
employment. It is important therefore to create favourable conditions for farm
diversification, in order to stimulate new businesses, employment opportunities and
additional incomes in rural areas. Support under Measure 6 is focused on encouraging
alternative farm and rural enterprises involving non-surplus products e.g. inland water
fisheries. Further, rural tourism that exploits natural and cultural resources also
represents potential for additional income and the creation of new job opportunities in
rural areas. Apart from on-farm diversification, rural dwellers are being encouraged to
undertake new, non-farm activities. Support is being provided for the development of
small firms, craft enterprises and local services, as well as the marketing of
fresh/processed local agriculture, forestry, fisheries and hunted products. In addition to
diversification issues in rural areas, this measure is also concerned with the overall
energy efficiency of the rural sector through alternative energy approaches in such ways
that this can boost living standards and the quality or rural life through more
competitive and diverse rural businesses. The expected outcome will be more
sustainable forms of rural and agricultural development.

Development of rural businesses and alternative activities in rural areas is slow, and has
much to do with the attitude of rural inhabitants. Countryside activities are still viewed
as a way of life rather than a business. Also, as farmers often lack basic farm
management, business and marketing skills, this limits their potential to diversify.
However, in certain areas of Kosovo, where natural conditions impose constraints to
natural agriculture, alternative rural business activities have advanced, and such
positive trends are being encouraged.

Measure 6 is supporting non-traditional activities and services in rural areas, in order to
create additional employment and generate additional income for rural inhabitants.
These include organic farming as well as alternative, non-agricultural activities e.g.
tailor, hairdresser, agro/eco tourism services, hunting, inland fisheries and non-timber
forest products e.g. berries, mushrooms, soft fruits, honey and medicinal plants.
Activities under Measure 6 are being implemented in close coordination with Measure
1, Measure 4 and Measure 8.

Measure 6 is building on the updated SWOT analysis of Kosovo’s agri-rural sector
outlined in Chapter 1.

Specific operations under Measure 6 are to provide support for:

e rural tourism initiatives both at farm level and village/community level;
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e branding and marketing of local products e.g. Sharri Mountain produce;
e shifting from conventional to organic production at farm level?; and
e marketing of organic products.

This measure is being carried out in compliance with CAP objectives, such as: vibrant rural
communities generating employment and opportunities, and demonstrates a clear
connection between input to agriculture (support) and output (benefit to society).

Targets for the end of 2013 under Measure 6 are to facilitate the start-up of viable off/on
farm businesses in each of Kosovo’s municipalities.

Donor-funded projects in support of Measure 6 are presented in Annex 3.
Implementation status of Measure 6 in September 2010

Little progress has been made in implementing Measure 6 fully. Local Action Groups
have included rural diversification within their local development strategies. Although
rural diversification is encouraged, there is limited training and technical advice given
by the Rural Advisory Services to beneficiaries. There is no comprehensive rural
diversification action plan with which to implement this measure. A major requirement
is for a multilateral/bilateral donor to take responsibility for helping MAFRD to prepare
and implement such an action plan during 2010-13.

Measure 6 is supported through the following projects:
e rural tourism initiatives at farm and village/community level;
e branding and marketing of local products e.g. Sharri Mountain produce (FAO,
GTZ);
e shifting from conventional to organic production at farm level;
e processing and marketing of organic products (2.2 million euro, Italy);
e matching grant scheme KNB.

4.27 MEASURE 7 - IMPROVEMENT OF RURAL INFRASTRUCTURE AND
MAINTENANCE OF RURAL HERITAGE (PRIORITY STATUS - HIGH)

Kosovo's rural infrastructure lags behind that of urban areas. As a result, rural people
suffer from lower incomes and quality of life, as well as worsening communication
problems and environmental contamination.

Measure 7 is targeting an improvement in rural economic and social infrastructure. This
aims to improve working/living conditions and basic services in rural areas, as well as

2 Support for organic farming is also seen as an operation to strengthen Axis 2, and thus increase the percentage of
resources allocated to it to move towards the 25% target. The law on organic agriculture and related Als have been
updated to bring it into line with EU legislation that came into force on 1 January 2009.
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facilitate village renewal and improve rural heritage. Measure 7 covers: the
development of domestic sewerage/water supply systems (rehabilitation and new
investments); the development of roads in rural areas (rehabilitation and new
investment); the development of a rural broadband infrastructure, with which to
facilitate the adoption of information technology (IT) skills; and the rehabilitation of
cultural centres in rural areas e.g. monasteries, churches and other historical/cultural
heritage sites, (a by-product of which will be the development of rural tourism).
Promoting a more dense rural road network that is well maintained is a critical success
factor in farm-to-market strategies that promote growth through crop diversification and
expand trade access by linking producers with markets

Measure 7 is building on the updated SWOT analysis of Kosovo’s agri-rural sector
outlined in Chapter 1.

Specific operations under Measure 730 are providing support for:
e investment in rural roads;
e investment in sewerage and water supply systems;
e investment in electricity /broadband infrastructure;
e village re-vitalisation/renewal, including land consolidation; and
e rural heritage projects.

Measure 73 is providing communications and engineering equipment with which to
improve electricity lines in rural areas, rural roads and rural water/waste management
systems. This will benefit 1,500 villages and their rural households, either directly or
indirectly. Broadband access to the internet, (today, a basic human right), will be
available in every village by the end of 2013. During 2010-13, projects will be
implemented in municipalities targeting the renovation of monasteries, churches and
other historical/cultural heritage centres.

Donor-funded projects in support of Measure 7 are presented in Annex 3.

Implementation status of Measure 7 in September 2010

Progress has been made in implementing that part of Measure 7 related to rural roads,
funded through the Ministry of Transport and Communications. A major requirement is
for a multilateral/bilateral donor to take responsibility for helping MAFRD to prepare
and implement an action plan that will address all rural infrastructure comprehensively
during 2010-13.

% There is a need to tighten coordination between Measure 7 and Measure 8, (as well as Measure 2 in respect of land consolidation).
This is because local development strategies developed under Measure 8 can create the framework for the operations to be supported
under Measure 7.

3 Measure 7 is a more “independent” component of ARDP 2010-13, in that the infrastructural elements of the measure are being
funded through ministries other than MAFRD.
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Measure 7 is supported through the following projects:
e investment in rural roads (MTTC)
e investment in sewerage and water supply systems (MSP, EC)
e investment in electricity /broadband infrastructure (KEK)
e village re-vitalisation/renewal, including land consolidation, and rural heritage
projects (KNB, various donors)

428 MEASURE 8 - SUPPORT FOR LOCAL COMMUNITY DEVELOPMENT
(PRIORITY STATUS - VERY HIGH)

Support for local community development under Measure 8 is built around two
principles:

1. decisions taken by a local community are more likely to meet the needs of that
community; and

2. a community that invests its own time and effort in designing, developing or
delivering a strategy that addresses local rural development priorities is more
likely to use and maintain the services to be provided under the strategy.

Such priorities have been identified through local development strategies drawn up by
Local Action Groups (LAGs) that consist of a partnership of people from the local
administration, business and civil society. Such bottom-up strategies are based on ideas
to integrated and sustainable development that: are consistent with the national, top-
down rural priorities set out in ARDP 2010-13; complement other rural development
initiatives; and address social, economic and environmental factors which can drive
change in rural areas32.

ARDP 2010-13 is using this approach at municipality/village level to help rural
communities achieve a sense of ownership over the ongoing transition process. Measure
8 comprises the following elements:

% Such a strategy can focus on, for example:

A. Local institutional development (i.e. encouraging bottom-up, village-level action; facilitating government/private
sector/civil society dialogue; and linking rural development planning by central and local government)

B. Market linkage (i.e. increasing commodity volume; improving commodity quality; forming producers’
associations/commodity collection centres, supported by RASS; and linking with commodity markets (processors,
wholesalers and end-users)

C. Natural resource management (i.e. introducing improved pasture management; thinning forests for firewood and
developing wood/non-wood products; raising environmental awareness, particularly to facilitate eco-tourism; and
developing local bio-diversity action plans)

On the other hand, LAGs are free to focus on any priority e.g. area development, land consolidation, or the establishment of a local
Business Information Centre. Variation between LAGs is one of the main strengths of the Leader+ approach.


http://www.fens-leader.org.uk/Local%20Action%20Group.doc

T =
oo &, ~
o e e
S R e P |
"3 "c"l |

b Agriculture and Rural Deﬁelopment Plan 2010-13
September 2010

24 o3

e area-based programmes intended for well-identified sub-regional rural
territories;

e a bottom-up approach with decision-making powers for LAGs concerning the
elaboration and implementation of local development strategies;

e local public-private partnerships (i.e. the LAGs);

e a multi-sectoral approach based on interaction between actors and projects of
different sectors of the local economy;

e implementation of innovative and pilot approaches;

e implementation of cooperation projects, particularly related to cross-border and
regional development; and

e networking local partnerships nationally and internationally.

Measure 8 is built on the creation of partnerships at local level®. The development
strategies prepared by the LAGs are ensuring a locally integrated and holistic rural
development approach where the interests of all sectors and stakeholders are balanced.

Specific operations under Measure 8 are providing support for:

e establishment and operation of LAGs, including the appointment and funding of
a full-time rural development coordinator for each LAG, as well as a national
LAG network linked to similar international groups; and

e the elaboration of Community Area Development Plans at village level,
(developed through a participatory approach, in cooperation with all local
stakeholders through a series of local workshops, as well as individual and focus
group discussions).

Measure 8 is building on the updated SWOT analysis of Kosovo’s agri-rural sector
outlined in Chapter 1.

Measure 8 is facilitating the creation/start-up of, and ongoing support for, LAGs in each
municipality, and the creation of a national LAG network linked to international
partners. Grants will be sought (from IPA 2009 and other donors) to: (a) initiate at
municipality level priority projects based on local agri-rural development strategies; and
(b) implement cross-border cooperation pilot projects34.

Measure 8 targets by the end of 2013 the formation of a LAG in each of 1,500 rural
villages in Kosovo, implementation of a local agri-rural development strategy in each
municipality, and increased cross-border trade and related exchanges in the North,
South, East and West of Kosovo.

% Building up private-public partnerships in the preparation and implementation of ARDP 2010-13 is an important requirement of
Council Regulation 1698/2005.

3 Implemented under the 2-year EC-funded Local Community Development Strategies® Project (LCDS) that started in the first quarter
of 2007. Annex 7 outlines ideas for cross-border project possibilities.
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Donor-funded projects in support of Measure 8 are presented in Annex 3%.

Implementation status of Measure 8 in september 2010

Progress has been made in implementing Measure 8. The two-year EC-funded Local
Development Strategies project finishes in October 2009, and will be consolidated
through further support under IPA 2009 (which will make grants available with which
to help implement local level strategies). A pilot KCB-funded grant programme for 2009
totalling 40,000 euro is under implementation to support local development initiatives at
municipality level. The KCB grant programme will increase to 100.000 euro from 2010
onwards. A major requirement is for a multilateral/bilateral donor to take responsibility
for helping MAFRD to prepare and implement a comprehensive local development
action plan during 2010-13.

In 2010 KCB grant (and subsidy) will amount 100.000 Euro.

% LCDS supported municipalities to:
. develop communities’ institutional framework/capacity (LAG of representatives from the administration, private sector and
civil society)
prepare/implement local development strategies
expand market linkages based on local comparative advantage e.g. forestry
manage land and natural resources on a sustainable basis
establish and manage farmers’ groups
prepare local bio-diversity action plans
establish market-oriented cross-border projects

Countries that recently joined the EU implemented a Special Preparatory Programme (SPP) at local level to test their capacities to
disburse, monitor, administer and account for pre-accession structural funds. SPP included a grant component where EC funds were
made available for this purpose.
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NATIONAL LEGISLATION APPLICABLE

This Chapter updates the national legal basis for ARDP 2010-13.
Specific national legislation applicable to public funding is given in Section 5.1.

Specific national legislation applicable to implementation of the measures under ARDP
2010-13 is given in Section 5.2.

51 OVERVIEW OF GENERAL PROVISIONS APPLICABLE TO PUBLIC
FUNDING

511 ENVIRONMENT

1. Law on Biocide Products, No. 03/L-119 (approved in the Assembly, but still not
promulgated)

2. Law on Integrated Prevention Pollution Control, No.03/L-043, promulgated by
Decree No. DL-010-2009 on 23 April 2009

3. Law on Amending and Supplementing Law No. No 2003/1 on Environmental
Protection, No. 03/L-025, promulgated by Decree No. DL-007-2009 on 19 March
2009

4. Law on Environmental Impact Assessment, No. 03/L-024, promulgated by
Decree No. DL-006-2009 on 19 March 2009

5. Law on Environmental Strategic Assessment No. 03/L-015, promulgated by
Decree No. DL-003-2009 on 6 March 2009

6. Law Amending the Law on Spatial Planning No. 2003/14, No. 03/L-106,
promulgated with Decree No. DL-055-2008 on 17 November 2008

7. Law on Environmental Protection, No 2002/8, promulgated with UNMIK
Regulation No. 2003/9 on 15 April 2003

8. Law on Spatial Planning No. 2003 /14 dated 10 September 2003

9. Law on Water No0.2004/24 on 14 October 2004

10. Law on Air Protection from pollution No0.2004/30 on 25 November 2004

11. Law on Nature Conservation No. 2005/02-L18, promulgated with UNMIK
Regulation No 2006/22 on 24 April 2006

12. Law on Metrology, No. 2/L-34, promulgated with with UNMIK Regulation No.
2006/18 on 22 April 2006

13. Law on Waste No. 02/L-30 promulgated with UNMIK Regulation No. 2006/31
on 5 May 2006


http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_18.pdf
http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_18.pdf
http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_31.pdf
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. Law on Hydro-Meteorological Activities No. 02/L-79 promulgated with UNMIK

Regulation N0.2007/2 of 9 January 2007

. Law on Chemicals No. 02/L116 promulgated with UNMIK Regulation No.

2008/ 8 of 8 February 2008

. Law in Noise Protection No. 02/L-102 promulgated with UNMIK Regulation No.

2008 /15 of 17 March 2008

PUBLIC PROCUREMENT

Public procurement rules should be applied to implementation of the rural
infrastructure investments identified in ARDP 2010-13:

1.

2.

5.1.3

Law on Amendments and Additions to Law 2003 /17 on Public Procurement, no.
02/L-99, promulgated with UNMIK Regulation 2007/20 on 6 June 2007; and
Law on Public Procurement in Kosovo No0.2003/17, promulgated with UNMIK
Regulation No. 2004/3 on 9 February 2004.

ADMINISTRATION OF PUBLIC FUNDING

The allocation of the national budget in Kosovo is the responsibility of the Ministry of
Economy and Finance. This is enacted by the Law On Public Financial Management And
Accountability No. 2003/2 dated 12 May 2002 which is under implementation, and the
Law on An Amendment To Law No 2003/2, No 2003/21 dated 17 December 2003,
which is also under implementation.

1.

Law on Membership of the Republic of Kosovo in the International Monetary
Fund and World Bank Group Organizations, No. 03/L-152, promulgated by
Decree No. DL-013-2009 on 30 May 2009;

Law on the Central Bank of the Republic of Kosovo, No. 03/L-074, promulgated
by Decree No. DL-028-2008 on 15 June 2008;

Law on Local Government Finance, No. 03/L-049, promulgated by Decree No.
DL-015-2008 on 15 June 2008;

Law on Public Financial Management and Accountability No. 03/L-048, Decree
No. DL-014-2008, promulgated on 15 June 2008; and

Law on Management of Public Finances and Responsibilities, No. 2003/2,
promulgated by UNMIK regulation No 2003/17 on 12 May 2003.

The income and expenditure of the national budget are enacted by:

1.

2.

Law on Republic of Kosovo Budget for 2010, No. 03/L-177, promulgated with
Decree No. 03/L-218 on 12 July 2010;

Law on Republic of Kosovo Budget for 2009, No. 03/L-105, promulgated with
Decree No. DL-081-2008 on 30 December 2008;
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3. Law on Amendment to Law No. 03/L-088 on the Approval of the Kosovo
Consolidated Budgetand Authorizing Expenditures for the period from 1
January to 31 December 2008, promulgated with Decree No. 03/L-093 on 7
August 2008;

4. Law on Amendment of UNMIK Regulation No. 2008/13 on the approval of the
Kosovo Consolidated Budget and Authorizing Expenditures for the period 1
January to 31 December 2008, No. 03/L-088, promulgated with Decree No. DL-
040-2008 on 15 June 2008;

5. Law on the Annual Budget of Kosovo 2008, No. 03/L-013, promulgated with
UNMIK Regulation No. 2008/13 on 29 February 2008;

6. Law on the Annual Budget of Kosovo 2007, No. 02/L-112, promulgated with
UNMIK Regulation No. 2006/61 on 28 December 2006;

7. Law on the Annual Budget of Kosovo 2006, No. 2/L-61, promulgated with
UNMIK Regulation No. 2005/55 on 20 December 2005; and

8. Law on the Annual Budget of Kosovo 2005, No. 02/L-13, promulgated with
UNMIK Regulation 2005/12 1 March 2005.

51.4. ADMINISTRATIVE PROCEDURES

1. Law on the Administrative procedures, No. 02/1L2-28
515 ORGANIZATION OF FINANCIAL CONTROL
Public funding performance is supervised by the State Control. The legal grounds of the
State Control activities, functions of the State Control, rights and duties of the State
Control officers, procedures for exercising control and parliamentary control over the

State Control activities are enacted by the UNMIK Regulation 2002/18, which was
promulgated in October 2002.

According to the Constitution of Republic of Kosovo, Article 135, the Auditor General is
an independent body and is the highest institution of economic and financial control.

The Auditor-General of the Republic of Kosovo is elected and dismissed by the
Assembly by a majority vote of all its deputies on the proposal of the President of the
Republic of Kosovo.

The Office of the Auditor General and Audit Office of Kosovo was established through
UNMIK Regulation 2002/18, which was promulgated in October 2002.
1. Law on the Establishment of the Office of the Auditor General of Kosovo and the
Audit Office of Kosovo, No. 03/L-075, promulgated with by Decree No. DL-029-
2008 on 15 June 2008.



http://www.oag-ks.org/RE2002_18%20Auditor%20General.pdf
http://www.oag-ks.org/RE2002_18%20Auditor%20General.pdf
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5.2 SPECIFIC NATIONAL LEGISLATION APPLICABLE TO ARDP 2010-13

For detailed implementation of ARDP measures in 2010, defining eligibility criteria, aid
intensities, administrative procedures and control provisions the Ministry has adopted
two Administrative instructions:
e Administrative instruction No. 03/2010 on measures and criteria for supporting
agriculture and rural development for FOR 2010
e Administrative instruction No. 04/2010 on measures and criteria for supporting
agriculture policy for 2010
e Administrative instruction No. 17/2009 on establishing and functioning of the
Paying unit.

The following national legislation applies specifically to individual rural development
measures included under ARDP 2010-13.

521 NATIONAL LEGISLATION APPLICABLE TO MEASURE 1 -
DEVELOPMENT OF VOCATIONAL TRAINING TO MEET RURAL NEEDS

The administration and planning of vocational training in Kosovo comes under the
Ministry of Education through the Law on Vocational and Education Training
No.2006/02 L 42. This Law applies together with the UNMIK Regulation No 2006/24 of
25 April 2006.
1. Law on Adult Education and Training No 2005/02-L24 promulgated with
UNMIK Regulation No 2005/43 on 7 September 2005
2. Draft Law on Private Education and Training is in the process of being passed.

5.2.2 NATIONAL LEGISLATION APPLICABLE TO MEASURE 2 -
RESTRUCTURING PHYSICAL POTENTIAL IN THE AGRI-RURAL SECTOR

1. Law on Amendments to the Law on Administrative Municipal Boundaries, Law
on the Privatization Agency of Kosovo, Law on Education in the Municipalities
of the Republic of Kosovo, the Law on Official Holidays in Republic of Kosovo,
Law on the Kosovo Intelligence Agency, Law on Asylum and the Law on
Integrated Management And Control of the State Border, no. 03/L-089,
promulgated by Decree No. DL-041-2008 on 15 June 2008;

2. Law on Agriculture and Rural Development, No. 03/L-098, (approved in the
Assembly but still not promulgated);

3. Law on Food No. 03/L-016, promulgated by Decree No. DL-004-2009 on 6 March
2009;

4. Law on agriculture inspection No. 03/L-029, promulgated by Decree No. DL-
065-2008 on 13 December 2008;

5. Law on Protection OF PLANT Products, No. 03/L-042 07, promulgated by
Decree No. DL-061-2008 on 27 November 2008;
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Law on Amending and Supplementing of the Law No0.2003/9 on Farmers’
Cooperatives, no. 03/L-004, promulgated with Decree No. DL-050-2008 on 13
October 2008;

Law on the Privatization Agency of Kosovo, No. 03/L-067, promulgated with
Decree No. DL-023-2008 on 15 June 2008;

Law on Protection of Plants Varieties, No. 2007/02-L98 promulgated with
UNMIK Regulation No. 2008/24 on 16 May 2008;

Law on Organic Farming in Kosovo No. 02/L-122, promulgated by UNMIK
Regulation 2008/2 on 8 January 2008;

Law on Apiculture No. 02/L-111, promulgated by UNMIK Regulation 2008/5 on
8 February 2008;

Law on Plant Protection in Kosovo, No. 02/L-95, promulgated by UNMIK
Regulation 2007/6 on 31 January 2007;

Law on Fishery and Aquaculture, No. 02/L-85 promulgated by UNMIK
Regulation 2006/58 on 20 January 2006;

Law on Agricultural Land, No. 2005/02-L26, promulgated by UNMIK
Regulation No 2006/37 on 23 June 2006.;

Law for the Irrigation of Agricultural Land, No 2005/02-L9, promulgated by
UNMIK Regulation No 2005/49 on 25 November 2005;

Law on Farmers’ Cooperatives, No.2003/9, promulgated by UNMIK Regulation
No 2003 /21 on 23 June 2003;

Law on Planting Material, No 2004/13, promulgated on 28 May 2004;

Law on Seeds, No. 2003/5, promulgated by UNMIK Regulation No 2003/10 on
15 April 2003

Law on Pesticides, No. 2003/20, promulgated by UNMIK Regulation No 2003 /22
on 8 December 2003

Law on Fertilizers, No. 2003/10, promulgated by UNMIK Regulation No
2003 /22 on 23 June 2003

Law on Veterinary, No. 2004/21, promulgated by UNMIK Regulation No
2004/28 on 30 July 2004

Law on Livestock of Kosovo, No. 2004.33, promulgated by UNMIK Regulation
No 2004/39 on 14 October 2004.

Law on Animal Welfare, No. 2005/02-L10, promulgated by UNMIK Regulation
No0.2005/24 on 9 May 2005

Wine Law No. 2005/02-08, dated 14.10.2005 promulgated by UNMIK Regulation
No 2005/47 on 14 October 2005

Law on Medicinal Products and Medical Devices No0.2003/26 promulgated by
UNMIK Regulation No. 2004/23 on 07 July 2004

The following Draft Laws are in various stages of being passed:
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Law on Genetically Modified Organisms, No. 03/L-028 (Passed first reading in
the assembly on 29 February 2008);

Law on Amendments of Law No. 2003/3 on Kosovo Forests No. 03/L-153
(received by deputies on 19 May 2009, still not passed first reading).

The following Laws are in the process of being drafted as part of MAFRD's Legislative
Strategy for 2009:

1.

2.
3.

523

Law on amending the Law Amendment for the Organic Farming No. 02/L - 122,
promulgated by UNMIK regulation no. 2008/2 on 8 January 2008;

Draft new Law on Agriculture Land Consolidation; and

Draft new Law for the Growing and Manufacture of leaf tobacco.

NATIONAL LEGISLATION APPLICABLE TO MEASURE 3 - MANAGING
WATER RESOURCES FOR AGRICULTURE

The Law for the Irrigation of Agricultural Lands No 2005/02-L9 promulgated by
the SRSG on 25 November 2005 applies with the UNMIK regulation No 2005/49
of 25 November 2005.

The following Law is in the process of being drafted as it is part of MAFRD’s Legislative
Strategy for 2009:

1.

524

Law on amending the Law on Irrigation of Agriculture Land no. 02/L-9,
promulgated with UNMIK Regulation No. 2005/49 on 23 November 2005;

NATIONAL LEGISLATION APPLICABLE TO MEASURE 4 - IMPROVING
THE PROCESSING AND MARKETING OF AGRICULTURAL PRODUCTS

Law on Amendment and Supplementation of the Law No. 2004/17 on Consumer
Protection, No. 03/L-131 promulgated by Decree No. DL-009-2009 on 03 April
2009

Law on Amending Kosovo Assembly Law No. 2004/9 on the Energy Regulator,
No. 03/L-080, promulgated by Decree No. DL-032-2008 on 15 June 2008

The Law on the Energy Regulator No. 2004/9 was promulgated by the SRSG on
30 June 2004

Administrative Instruction no. 9/2004 the Prime Minister on licensing industrial,
food, non-food and construction activities, and certifying Agricultural Products
signed by the Government of Kosovo on 8 August 2004, amended and
complemented by the Administrative Instruction (AI) No. 5/2005. For the
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amendment and completion of the Administrative Instruction No. 9/2004 On the
Licensing of Food, Non Food and Construction Industry Activity and on
Certification of Food Industry Products

Market Inspection Law No. 2005/02-L1 promulgated with UNMIK Regulation
No 2005/29 on 31 May 2005

Law on Trademarks No.2006/02-L54 promulgated with UNMIK Regulation
No0.2006/38 on 28 June 2006

Customs Code of Kosovo, promulgated with UNMIK Regulation No. 2004/1 on
30 January 2004

Law on Consumer Protection, No. 2004/17, promulgated with UNMIK
Regulation No. 2004/42 on 19 October 2004

Law on Internal Trade No. 2004/18 promulgated on 20 October 2004

Law on External Trade Activity No 2002/6 promulgated on 12 May 2003

Law on Foreign Investment No 2005/02-L33 promulgated with UNMIK
Regulation no.2006 /28 on 28 April 2006

NATIONAL LEGISLATION APPLICABLE TO MEASURE 5 - ENSURING
SUSTAINABLE NATURAL RESOURCE MANAGEMENT

Law on Fire Protection. No. 02/L-41 promulgated with UNMIK Regulation No.
2006/57 on 20 December 2006

Law on Kosovo Forestry No0.2003/3, promulgated with UNMIK Regulation
2003/06 on 20 March 2003

Amendment on the Law No0.2003/03 On the Forests of Kosovo No 2004/29
promulgated with on 14 October 2004

Law on Hunting No.2005/02-L53, promulgated with UNMIK Regulation
No.2006/41 on 11 August 2006

NATIONAL LEGISLATION APPLICABLE TO MEASURE 6 - FARM
DIVERSIFICATION AND ALTERNATIVE ACTIVITIES IN RURAL AREAS

Law on Amending and Supplementing and of the Law No.02/L-5 on Supporting
the small and Medium Enterprises, no. 03/L-031, promulgated with Decree No.
DL-052-2008 on 06 November 2008

Law on Support to Small and Medium Enterprises No. 2005/02-L5 promulgated
with UNMIK regulation No. 2005/44 on 08 August 2005

Law on Hotel and Tourist Activities No 2004/16 dated 3 February 2005


http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_57.pdf
http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_57.pdf
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11.

5.2.8

5.2.9

NATIONAL LEGISLATION APPLICABLE TO MEASURE 7 -
IMPROVEMENT OF RURAL INFRASTRUCTURE AND MAINTENANCE OF
RURAL HERITAGE

Law for amending and supplementing the law 2003/11 on Roads, Nr. 02/L-135,
promulgated by Decree No. DL-075-2008 on 30 December 2008;

Law Amending UNMIK Regulation No. 2003/16 on the Promulgation of a Law
adopted by the Assembly of Kosovo on Telecommunications, Law nr. 03/L-085,
Decree No. DL-037-2008 promulgated on 15 June 2008

Law on Amending UNMIK Regulation 2004/49 on the Activities of Water,
Wastewater and Waste Services Provider, Law nr. 03/L-086, Decree No. DL-038-
2008, promulgated on 15 June 2008

Law on amending and supplementing the Law n0.2004/1 on Road Transport Nr.
of law 02/L-127, UNMIK Regulation no 2007/35 promulgated on 19 December
2007

Law for Protection Against Natural and Other Disasters No. 02/L-68 for applied
for UNMIK Regulation No. 2007/4 of 15 January 2007

Cultural Heritage Law no. 2006/02-L88, promulgated by UNMIK Regulation no.
2006/52 on 06 November 2006

Law on Road Transport No 2004/1 promulgated with UNMIK Regulation
No.2005/23 on 9 May 2005

Law on Telecommunications No 2002/7 promulgated on 12 May 2003

Law on Roads No 2003/11 promulgated on 27 June 2003

. Waste Law No 2005/02-L30 dated 05.05 2006 promulgated with UNMIK

Regulation N0.2006/31 on 05 May 2006
UNMIK Regulation No 2000/45 On Self Government of Municipalities in Kosovo
promulgated on 11 August 2000

NATIONAL LEGISLATION APPLICABLE TO MEASURE 8 - SUPPORT FOR
LOCAL COMMUNITY DEVELOPMENT

Law on Local Self Government, No. 03/L-040, promulgated with Decree No. DL-
008-2008 on 15 June 2008

Law on the Administrative Procedure, No. 2005/02-L28, promulgated on
UNMIK Regulation no. 2006/33 on 13. May 2006

Law on Gender Equality in Kosovo No.2004/2 promulgated on 07.06.2004

Law on Freedom of Association in NGOs No.2005/02 -L6 promulgated on 23
February 2005

NATIONAL LEGISLATION - PROPERTY

Law on amending UNMIK Regulation 2006/50 on the Resolution of Claims
Relating to Private Immovable Property, Including Agricultural and Commercial
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Property, No. 03/L-079, promulgated by Decree No. DL-031-2008 on 15 June
2008

Law on Expropriation of Immovable Property No. 03/L-139, promulgated by
Decree No. DL-011-2009 on 23 April 2009

Law on the Procedure for the Award of Concessions No. 02/L-44, promulgated
with UNMIK Regulation No. 2006/27 on 27 April 2006

Regulation No. 2006/50 of 16 October 2006 on the Resolution of Claims Relating
to Private Immovable Property, including Agricultural and Commercial Property
Amending Law on Cadastre and Additions No. 2003/25 promulgated with
UNMIK Regulation 2007/33 on 12 December 2007

Law on Amendments and Additions to Law 2003/25 on Cadastre, No. 02/1.-96
promulgated with UNMIK Regulation 2007/32 on 16 November 2007

Law on Cadastre No 2003/25 promulgated on 18 February 2004

Law on Impose of the Tax on Immovable Property, No. 2003/8, promulgated
with UNMIK Regulation, No. 2003/29 on 5 September 2003

Law on Mortgages, No. 2002/4, promulgated with UNMIK Regulation No.
2002/21 on 20 December 2002


http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_27_ALE02_L44.pdf
http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_27_ALE02_L44.pdf
http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_27_ALE02_L44.pdf
http://www.unmikonline.org/regulations/unmikgazette/02english/E2006regs/RE2006_50.pdf
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CHAPTER 6

ELIGIBILITY OF BENEFICIARIES TO ACCESS FUNDING

UNDER ARDP 2010-13

General selection criteria

Donors are being requested by MAFRD to support the measures, in ARDP 20010-13, all
of which are in accordance with the guidelines of the EU’s Rural Development Strategy
for 2007-133.

MAFRD proposes that donors discuss with it the following general selection criteria and
related conditions, prior to start-up of any donor-funded project, in order to ensure
achievement of the re-structuring objectives targeted under ARDP 2010-13:

a potential project beneficiary eligible to receive support from a project will be
either a private sector rural household, farmer, economic operator or agro-
processor;

all support will be implemented in rural areas (except for Measures 1, 4 and 8);
the support will concern an agricultural product and/or a specific agri-rural
activity/service in an approved priority sector;

the support will relate directly to implementation of the acquis communautaire;
the support will contribute to the overall objectives of ARDP 2010-13;

the support will assure compliance at the end of project implementation with EC
standards regarding hygiene, safety, sanitary, veterinary, food quality, animal
welfare and environment: (a prior assessment from the environmental and
veterinary national authorities on these items must be submitted);

a Dbeneficiary/enterprise will meet minimum standards regarding the
environment, hygiene and animal welfare: (relevant legal acts, approved by the
Kosovo Food and Veterinary Agency, cover the standards regarding hygiene,
sanitation and animal welfare);

where applicable, an environmental impact assessment will be undertaken prior
to any investment according to the Law on Assessment of the Impact on
Environment (compliant with directives 85/337/EEC and 97/11/EC, including
Annexes I and II);

the support will involve activities that are not already funded or co-financed
under other national/donor measures i.e. there is no duplication of donor effort;
the beneficiary will be legally registered, have no deferred tax liabilities and keep

% Government administration and personnel costs will not be covered by donors.
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accounts (according to Kosovo legislation);

e the support will not be granted to increase production for which no normal
market outlets can be found; and

e if a project beneficiary is a public body, public procurement rules will be
applied?”.

3" Where EU grants are to be used, the services, works, machinery and supplies must originate in the EU or Kosovo in accordance with
EU financial regulations; the same goes for supplies and equipment purchases by a contractor for works or service contracts if the
supplies and equipment are destined to become the property of a project once the contract is completed.

» Chapter VI - Eligibility of beneficiaries to access funding under ARDP 2010-13 128
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CHAPTER 7

FINANCIAL PLAN

Financial Summary

The indicative financial plan for ARDP 2011-13 is approximately 100 million euro over 3
years, to be co-financed by government, municipalities, the private sector and donors.
The final cost will depend on several factors e.g. the timing of the implementation of the
measures (and related institutional support), the availability and type of donor and
government funding, the rate of growth in the economy, and the capacity locally to
absorb donor assistance. The financial plan for the implementation of ARDP 20011 - 13
represents the update of the original 2007-13 ARDP, and shows the plan for 2011, 2012
and 2013. it has been prepared after considering possibilities for public revenue and
donor support over the 3 year period3.

Given the current and projected global financial climate, the current version of ARDP
2010-13 is based on a pessimistic scenario for the availability of finance from all sources.
While developing this scenario, several developments were taken into consideration.
This included but was not limited to: stagnation of GDP growth; decline in GNP due to
the global financial crisis; partial disbursement of committed funds by donors; reduced
migrant remittances; and limitations in government’s absorptive/spending capacities.

Donor finance is required to provide capacity-building, technical assistance, training and
twinning support for the agri-rural institutions that will be involved in implementing
ARDP 2010-13. Further, resources are required from the KCB (possibly co-financed by
donors) to support the National Agriculture Programme.

The total financial cost for the implementation of the measures of ARDP 2011-13 is
estimated at 100 million Euros. Projected expenditures by measure for each of the three
years, by direct support measures and rural development measures broken down by
axis and by source of finance, are summarized in Tables 7.1a and 7.1b respectively.

% Details are given in an Excel file that is held by MAFRD: (MAFRD Budget Analyses)
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Table 7.1a Financial plan for Measures in 2011 - 2013
Measure Direct support measures 2011 2012 2013 Total:
Livestock sector 7,00 8,00 10,00 25,00
Crop sector 7,00 8,00 10,00 25,00
Total direct support (DS) 14,00 16,00 20,00 50,00
Measure Rural development measures 2011 2012 2013 Total:

1 Development of vocational training to 1,00 1,50 2,00 4,50
meet rural needs

2 Restructuring physical potential in 3,50 3,50 4,00 11,00
agriculture

3 Managing water resources for 0,00 2,00 2,00 4,00
agriculture

4 Improvement of processing and 2,00 2,50 3,00 7,50
marketing of agricultural products

5 Natural recourses management 1,00 3,00 3,00 7,00

6 Farm diversification and alternative 0,00 1,00 2,00 3,00
activities in rural areas

7 Improvement of rural infrastructure 3,50 3,00 4,50 11,00
and maintenance of rural heritage

8 Support for local community 0,00 1,00 1,00 2,00
development through LEADER
Total rural development measures 11,00 17,50 21,50 50,00
(RD)
Total: DS +RD 25,00 33,00 42,00 100,00

Table 7.1c Sources of funding for direct support and rural development mesures in 2011 - 2013

Sources of Funds 2011 2012 2013 Total
MAFRD Participation 8,00 9,00 13,00 30,00
Municipal participation 1,00 2,00 2,00 5,00
European Commission 7,00 7,00 11,00 25,00
World Bank 5,00 7,00 8,00 20,00
Other Bilateral Donors 2,00 3,00 5,00 10,00
Private 1,00 2,00 2,00 5,00
Other including NGOs 1,00 3,00 1,00 5,00

Sources Total 25,00 33,00 42,00 100,00
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ADMINISTRATION AND CONDITIONS OF
IMPLEMENTATION

The Managing Authority responsible for implementation of ARDP 2010-13 is Kosovo's
MAEFRD. It was appointed on 8 May 2009, and is chaired by the Director of MAFRD'’s
Policy Development Department.

Implementation of selected measures can be delegated to other responsible bodies by
MAFRD's Board of Directors, chaired by the Permanent Secretary.

8.1 MANAGING AUTHORITY

The Managing Authority is responsible for managing the ARDP Programme in an
efficient, effective and correct manner. The Managing Authority bears responsibility for
the programming, including the preparation of Programme modifications, monitoring,
evaluation, reporting, financial management, information and publicity as well as for the
overall coordination of the Programme. It is also responsible for handling of the

documents to ensure a proper audit trail. To this end, it performs the following tasks:

e Programming: drafting the programme and preparation of programme
modifications - also in terms of financial allocation of funds between the
measures. Drafting national implementing regulations.

* Monitoring: establishment of a well functioning system for monitoring, which
will enable an in depth monitoring of the effectiveness and the quality of the
implementation of the Programme by a set of relevant physical, environmental
and financial indicators. The Managing Authority also ensures that operations
are selected for funding in accordance with the criteria and mechanism
applicable to the programme, and comply with the relevant national rules.

e Evaluation: establishment of a system for ongoing evaluation of the Programme.
Evaluations need to be carried out within the specified time frame by
independent evaluators. The Managing Authority has to provide evaluators with

the appropriate resources and the data required so as to ensure that evaluations
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can be carried out in the most effective manner. Alongside with the Monitoring
Committee, the Managing Authority assesses the quality of the evaluation. The
results of the evaluations have to be taken into account in the programming and
implementation cycle.

e Reporting: The Managing Authority draws up annual reports and a final report
on the implementation of the Programme. Reports shall cover the calendar year
and include the cumulative financial and monitoring data for the whole period of
implementation of the Programme. The final reports on implementation of the
Programme shall cover the whole period of the implementation.

e Financial management: The Managing Authority is one of the principal actors
alongside with other financial authorities under the responsibility of MAFRD
(Paying Department, Administrative Services Department - Budget and Finance
Division) for the budgetary planning procedure for payments and commitments,
which is important in case of multi-annual programmes (as it will be the case in
IPARD).

e Information and publicity: The Managing Authority provides the general public
with all information on the Programme especially on the assistance granted
under the Programme. Furthermore, it informs potential beneficiaries and final
beneficiaries of the contribution provided by the Programme, on administrative
procedures to be considered, system for application processing, information on
criteria applied in selection procedure and evaluation mechanisms as well as
informs the potential beneficiaries of contact points at the national, regional or
local level who can explain the operation of the programme and the criteria for
obtaining aids.

e Overall coordination: The Managing Authority acts as a coordinator among
different actors engaged in managing and implementation of the Programme. In
particular, the objective of this function is to guide and assist the work of the
Monitoring Committee, notably by providing the documents necessary for
monitoring the quality of the implementation of the programme.

¢ Handling of the documentation (audit trail): Appropriate audit trail needs to be
ensured for the implementation of all procedures in execution of MA tasks.

The Policy Department is to responsible to design the agriculture and rural development
policy. It is responsible for the preparation, coordination, monitoring and evaluation of
Agriculture and Rural Development Programme and its amendments. As such, it has

been appointed to perform the function of a Managing Authority for the entire ARDP,
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which consists of agricultural policy as well as rural development policy. Director of the
of the Policy Department is Head of the Managing Authority of the ARDP, therefore,

Director is coordinating the rural development part as well as the agriculture related

part of the programme.

Short term tasks (during 2009-10)

Prepare project measure for each of the specific operations under the measures
of ARDP 2010-13, based on EC Guidelines;

Prepare timetables for implementation of each specific operation/activity under
each of the measures;

Establish a monitoring and evaluation component of ARDP 2010-13, (including
detailed impact indicators for each specific operation);

Conduct awareness campaigns about ARDP 2010-13 and its implementation
internally in MAFRD, in the regional offices of MAFRD, as well as with
Municipalities, other relevant line-ministries and other relevant stakeholders in
the agri-rural sector;

Attract donor finance with which to implement ARDP 2010-13, (on a project-by-
project and programme basis);

Coordinate project implementation under ARDP 2010-13 in cooperation with all
stakeholders;

updating the sector data included in Chapter 1 and relevant Annexes of ARDP
2007-13;

Request the International Fund for Agricultural Development (IFAD) to
undertake a scoping mission to implement in Kosovo a Programme for
Sustainable Development in Rural Mountain Areas similar to that for Albania39;
Undertake an environmental screening of ARDP 2010-13;

Refine criteria for allocating KCB grant finance to rural beneficiaries in 2010; and
Establish a National Paying Agency (in 2010) prior to the availability of EC pre-
accession rural development funding (under IPARD) being available to Kosovo
as a candidate country#0.

Medium term tasks (annually during 2011-13)

Continue to coordinate Plan implementation under ARDP 2010-13 in cooperation
with all stakeholders, including donors;

Continue to undertake information dissemination activities (e.g. spread project
results, as well as encourage networking and cross-border cooperation);

3 Programme for Sustainable Development in Rural Mountain Areas for Albania, Appraisal Report, IFAD, (October 2005). A study
visit by MAFRD staff to visit MADA and MAFF took place in 2009.

“° During the June 2009 STM meeting, the EC emphasised that MAFRD does not need to establish an NPA to disburse EU funds, as it
is too early. But, it stressed that MAFRD can establish such an Agency as a domestic priority, in order to disburse national funds.
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e Prepare an annual activity plan and budget, (including donor funded projects);

e Update ARDP 2010-13 to 2012-13;

e Request a mid-term evaluation of ARDP 2007-13 (around 2011) to review
performance against targets set initially in 2007; and

e Prepare ARDP 2014-20 (during 2012-13).

Long term tasks (2014 onwards)

e Coordinate Plan implementation under ARDP 2014-20 in cooperation with all
stakeholders, including donors;

e Continue to undertake information dissemination activities (e.g. spread project
results, as well as encourage networking and cross-border cooperation);

e Prepare an annual activity plan and budget, (including donor funded projects);

e Hold a survey in 2014 to establish the progress made in each of the measures
implemented under ARDP 2010-13 comparing results against the 2010
benchmarks; and

e Request an ex-post evaluation of ARDP 2007-13 (2014).

A critical aspect of ARDP 2010-13 is for MAFRD to prepare to implement Chapter 11 of
the acquis. Summary details concerning an outline implementation programme for this
activity are given in Annex 11. MAFRD will be increasingly supported in this task
through the use of TAIEX. A summary of the 2009-10 programme submitted by MAFRD
to TAIEX in August 2009 is given in Annex 12.

8.2 PAYING UNIT WITHIN THE MAFRD

The Paying Unit (PU) was established by the Administrative Instruction No. 17/2010 on
establishing and functioning of the Paying Unit. The PU is an executive unit which
operates within the Department of Rural Development and Advisory Services (DRDAS)
in the Ministry of Agriculture, Forestry and Rural Development. It is designated as the
competent authority for the implementation of:
e Direct payments and payments of projects for agricultural and rural
Development that will be funded by Kosovo’s Budget and other donors;
e The creation and maintenance of the database and information system;
e Internal financial control;
e DPreparation and dissemination of guidelines, forms and manuals on application;
e Informing farmers, beneficiaries and other stakeholders;
e Receiving applications, administrative controls, approvals, reviewing complaints
and rejecting;
e Authorizing correcting payments;
e Accounting and internal auditing;
e Inspecting farmers and entities that have applied for or benefited from the
support of programmes for agriculture and rural development;
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e Conduct other actions according the current legislation

In its functions for the implementation of agriculture and rural development policy
measures the PU takes over the tasks preformed by the Grant Management Committee
(GMCQ).

| CHAPTER 9 |

MONITORING AND EVALUATION

9.1 MONITORING COMMITTEE

e Monitoring Committee is formed by the Minister of Agriculture of June 12, 2009,
to monitor the implementation of ARDP 2010-13. KM consists of representatives
of government, local authorities, NGOs, socio-economic partners and
beneficiaries of the sector and rural areas. Number of non-government members
will be at least equal to the number of members of governmental bodies and
authorities

Members with decision making capacity:

Ministries and other state bodjies:

1. Ministry of Agriculture, Forestry and Rural Development (MAFRD)
2. Ministry of Economy and Finance

3. Ministry of Trade and Industry

4. Ministry of Environment and Spatial Planning
5. Ministry of Health

6. Ministry of Local Government

7. Ministry of Education

8. Ministry of Culture

9. Ministry for EU Integration

10. Agency for Food and Safety

Nongovernmental organizations (NGOs):

1. Association of Ecologists of Kosovo

2. Representative of Local Action Groups in municipal level

3. Representative of Civil Society (including environmental issues, gender, youth
and ethnic)
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Producers' organizations:

1. Dairy Producers Association

2. Association of Meat Processors
3. Grape Producers Association
4. Wheat Producers Association
5. Fruit Producers Association

6. Water user associations

7. Consumer associations

Representation of interests:
8. Faculty of Agriculture
9. Chamber of Commerce

The following members will participate as observers during meetings:
10. Representative ECLO

11. USAID Representative

12. OPM representative

13. World Bank Representative

Monitoring Committee shall:

* monitoring the effectiveness, efficiency and quality of implementation of
ARDP 2010-13;

* confirming or changing the ARDP 2010-13, including physical and financial
indicators;

* reviewing and approving the criteria for selecting the operations financed
under each measure within six months of approval of assistance;

* periodically review progress made towards achieving the specific objectives of
the assistance;

* over the results of implementation, particularly achievement of the goals set for
each different measure;

* reviewing and approving annual reports and final implementation, before they
are sent to donors;

* consideration and approval of proposals for changing the contents of the EC
assistance and other donors and

* monitoring of selected indicators of physical, financial and impact on priority
actions under each of the 8 measures ARDP 2010-13.

Monitoring Committee in its work will be supported by MAFRD as Managing
Authority.

The Monitoring Committee currently includes members representing:
1. Ministry of Economy and Finance;
2. Ministry of Environment and Spatial Planning;
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3. Ministry of Trade and Industry;

4. Kosovo Chamber of Commerce;

5. Kosovo Municipal Association;

6. Farmers’ Association;

7. Forest Owners’ Association;

8. Representative of Irrigation Companies;

9. Water Users’ Association;

10. Food Industry Representatives;

11. Agriculture Faculty;

12. Representative of Local Action Groups at municipal level;
13. Civil Society (covering environmental, gender, youth and ethnicity issues);
14. Consumers’ interest group.

The Monitoring Committee is responsible for:

e Monitoring the effectiveness, efficiency and quality of the implementation of ARDP
2010-13;

e confirming or adjusting ARDP 2010-13, including the physical and financial
indicators;

e reviewing and approving the criteria for selecting the operations financed under
each measure within six months of approval of the assistance;

e reviewing periodically progress made towards achieving the specific objectives of
the assistance;

¢ examining the results of implementation, particularly achievement of the targets set
for the different measures;

e considering and approving annual and final implementation reports before they are
sent to donors;

e considering and approving any proposal to amend the contents of EC and other
donor assistance and

e tracking selected physical, financial and impact indicators for priority operations
under each of the 8 measures of ARDP 2010-13.

The Monitoring Committee will be supported in its work by MAFRD as the Managing
Authority.

The Monitoring Committee will prepare and send reports to MAFRD’s Minister,
Deputy-ministers and Permanent Secretary.

9.2 EVALUATION

Evaluation of ARDP 2010-13 will be carried out using an appropriate methodology,
(based on experience gained under the SAPARD mid-term reviews in recent EU applicant
states). It will consist of an intermediate, mid-term evaluation undertaken in 2011, the
recommendations of which will be implemented during 2012-13. A full evaluation of
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ARDP 2010-13 (and, by implication, of ARDP 2007-13) will be undertaken at the
beginning of 2014.

The evaluation will address the following aspects, (having regard to the issues and data

comprising socio-economic analysis):

e the original validity and continuing relevance of the rationale of ARDP 2010-13;

e the degree to which objectives have been achieved relative to the timing of the
evaluation and the expected final achievements;

e the progress made by beneficiaries selected for aid in meeting EU standards;

¢ management and administrative issues;

e an estimate of economic, social and environmental benefits in net terms where
possible, and their sustainability;

e the public expenditure/resource costs involved; and

e overall conclusions and recommendations concerning costs in relation to net benefits,
qualitative and quantitative: also, any actions needed to improve value for money or
management, and whether or not there is a continuing need for further intervention.

During the evaluation of ARDP 2010-13, an assessment will be made of direct/indirect
benefits and economic impact, the gross and net costs per job assisted, evidence of dead-
weight, substitutability and displacement, and changes in added value resulting from
ARDP 2010-13.

Draft monitoring indicators for 2010-13 are given in Annex 14, along with a sample
evaluation framework.

Definition of Evaluation Criteria for ARDP 2010-13

The Monitoring Committee will monitor the implementation of ARDP 2010-13. It is
responsible for evaluating ARDP 2010-13 using an appropriate methodology, based on
experience gained under the SAPARD mid-term reviews in recent EU applicant states,
where evaluation criteria covered: relevance and coherence; effectiveness; effects; cost-
effectiveness, efficiency and utility; as well as sustainability. An applied methodological
approach is summarised below.

Evaluation Ability .to address Main deficiencies
i Source of data Type of data evaluation
criteria .
questions
Relevance and Context analysis Rural Partial (main No records on
coherence Development structural economic
Plan, secondary data) performance
statistics on farms,

compliance
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Evaluation
criteria

Effectiveness

Effects (+dead

weight effect,
additionality,
leverage

effect,
displacement
effect

Cost-
effectiveness,

efficiency and
utility
Sustainability

Source of data

Monitoring tables,
stakeholder
interviews

Primary data
(survey

of beneficiaries,
case

studies,
counterfactual

analysis)

Monitoring tables

Primary data (case
studies,
stakeholder
interviews),
background
analysis

Type of data

Physical
indicators,
financial
attitudinal
data

data,

Investment
details,
economic
performance,
attitudinal data

Physical
indicators,
financial data

Project level -
opinion-based
forecasts;
programme level -
sector and
macroeconomic
forecasts

Ability to address
evaluation
questions

Partial  (lack  of
quantifiable
data on results)

Partial (project and
measure level)

Partial (project and
measure level)

Partial (uncertainty)

Main deficiencies

with EU standards
No physical
indicators

apart from no. of
projects

No useful data
available

from monitoring
tables

No data on project
impacts available

Insufficient time

span
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Definitions for the criteria to be used in evaluating ARDP 2010-13 are outlined below.

Evaluation criteria

Relevance and coherence

Effectiveness

Effects

Cost-effectiveness

Efficiency and utility

Sustainability

Definition

This assessment includes two aspects: An assessment of the relevance of the
objectives of the project in relation to the needs and problems of the
beneficiary (internal relevance) and an assessment of the project in relation
to the objectives of the measure ad the Programme.

This includes an assessment of the fulfilment of the project objectives. Are
the expected outputs produced or purchased in accordance with the project
application?

This includes an assessment of the quantitative and qualitative results and
impacts of the project outputs.

Dead weight effect is when a project activity would have been
implemented also without the support.

Additionality effect is when a project activity will be accomplished only
because of the support.

Leverage effect is when support to a project is gearing the investment
through attraction of other financial sources.

Displacement effect is when a project activity creates a new job, which is
positive, but at the same time it erodes (displaces) an existing job in another
region.

This is an assessment of the output produced in relation to the cost of the
output. Is the output too expensive compared to similar projects, or have
we got too little in terms of value out of the investment?

This includes an assessment of the value and utility of the results and the
impacts compared to the investments.

This is an assessment of the anchoring of the project output, results and
impacts of the beneficiary. Will the output, result and impact last also in a
longer time perspective or will they be eroded due to different reasons?
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GENERAL PROVISIONS

10.1 CONCLUSIONS OF CONSULTATIONS WITH SOCIAL, ECONOMIC AND
ENVIRONMENTAL PARTNERS

MAFRD has taken the lead role in coordinating the drafting of ARDP 2010-13.

The initial situation analysis for ARDP 2007-13 started in February 2005. Here, some 250
municipality and other stakeholder representatives from five regions (Pristina, Prizren,
Peje, Gjilan and Mitrovice) evaluated the strengths and weaknesses of their particular
regions in terms of agriculture and rural development.

ARDP 2010-13 has taken into account the results of these consultations as well as
subsequent discussions with government institutions, including: the Prime Minister’s
Office; the Ministry of Economy and Finance; the Ministry of Local Government; the
Ministry of Environment and Spatial Planning; the Ministry of Social Security and
Labour; and the Ministry of Communication.

In addition, consultations have been held at national and regional levels with stakeholder
organisations representing farmers, rural dwellers, processors, consumers, civil society
and academia.

ARDP 2010-13 was outlined to a National Workshop on Agriculture Policy held in
Pristina on 15 January 2009. This was opened by the Prime Minister, and attended by
approximately 200 stakeholders*!.

On the basis of all consultations and dissemination of information, the eight priority
measures identified and approved by MAFRD in 2007 remain the same, and are included
as priorities in the European Partnership#2.

L A follow-up National Workshop on Agriculture Policy was held in Pristina on 29 July 2009 attended by approximately 100
stakeholders.
*2 This overall process has followed the intention of Council Regulation (EC) 1698/2005 of 20 September 2005.
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10.2 LINKS WITH THE COMMON AGRICULTURE POLICY, EU RURAL
DEVELOPMENT STRATEGY AND THE EUROPEAN PARTNERSHIP

Each of the measures chosen in ARDP 2010-13 contributes to fulfilling at least one
objective of the latest CAP reform and meeting EU rural development strategy: (see
Chapter 1). Direct support measures will contribute to farmer’s incomes in terms of
increased levels and stability. By targeting direct support measures to certain agricultural
products production and productivity will be enhanced. RD Measure 2 “Restructuring
physical potential in the agri-rural sector” and RD Measure 4 “Improving the processing
and marketing of agricultural products” address major deficiencies of Kosovo’s
agriculture and food processing sector: low efficiency, poor quality and safety of produce
and production, as well as non-compliance with environmental requirements. Thus, these
two measures are targeted at the CAP objective of achieving a competitive agriculture
sector. In addition, both measures will positively influence hygiene, food safety and
animal welfare. Also, these two measures address fully the requirements of improving
the veterinary and phytosanitary sectors (e.g. animal waste treatment and implementing
quality control systems, as well as modernization of meat and dairy residue control).

Environmental problems will be addressed particularly by RD Measure 5 “Improving
natural resource management”.

With the aim of creating fair living and working conditions for rural inhabitants, all the
measures chosen contribute to varying degrees to meet the objective of vibrant, rural
communities capable of generating employment and opportunities, including RD
Measure 1 “Development of vocational training to meet rural needs”, RD Measure 3
“Managing water resources for agriculture”, RD Measure 6 “Farm diversification and
alternative activities in rural areas”, RD Measure 7 “Improvement of rural infrastructure
and maintenance of rural heritage”, and RD Measure 8 “ Support for local community
development strategies”.

Short and medium term priorities included in the European Partnership reflect the
importance of implementing ARDP 2010-13 and its measures, as follows:

Short term priorities

e Design and start to implement an agriculture and rural development policy

e Prepare ARDP 2010-13 on the basis of sub-sector development strategies

e Identify national legislation that enables ARDP 2010-13 implementation, and
ensures it is compliant with the acquis communitaire

e Implement ARDP 2010-13 through use of selected measures

e Identify donor-financed projects that will ensure the implementation of the eight
key measures in the medium-term

e Identify medium-term National Program expenditures in line with EU
requirements and available public finance
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Identify management and monitoring arrangements for implementation of ARDP
2010-13

Continue to align legislation on the EU veterinary and phyto-sanitary acquis

the system of animal identification and registration for bovines with EU
requirements.

Medium term priorities

Develop a policy and regulatory framework to support viable land reform

Support the protection of agricultural land against unplanned urban development
Start action for the identification of sheep and goats and registration of their
movements

Prepare a programme for up-grading food processing establishments

Start action for efficient control of domestic plant production, in particular for
products with EU specific requirements

10.3 COMPATIBILITY OF ARDP 2010-13 WITH THE KOSOVO DEVELOPMENT

STRATEGY

ARDP 2010-13 is part of Kosovo’s National Development Strategy in that it supports
socio-economic cohesion amongst the country’s different sectors and ethnic groups, as
well as between its regions. Assistance under ARDP 2010-13 is focussed on providing
support to agricultural holdings, agri-food enterprises and small-medium sized rural
businesses, as well as covering direct needs of farmers in terms of providing technical
advice and vocational training. At the same time, ARDP 2010-13 is supporting the needs
of socially disadvantaged, ethnic minority, including women’s and youth associations, as
well as taking steps to protect the environment.
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