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MINISTRY OF FINANCE AND ECONOMY

Minister Ali Sadriu

Dear citizens of Kosovo, the development of the 2004 Budget was given a special priority in the Ministry of Finance and Economy and the Government of Kosovo. The 2004 budget was passed in the Assembly as UNMIK Regulation No. 2003/41.

The annual appropriations law is the legal foundation for the budget each fiscal year, which emphasizes the revenue sources from which the budget is created, the overall budget level, budget organizations to which the budget is dedicated, the operational budget policies and their priorities, and also the responsibilities for the non-operation or improper operation.  

The procedures of budget operations which we follow, are already established by the Law on Public Financial Management and Accountability. I have the pleasure to point out that a very professional and responsible work was put in the preparation of the 2004 budget. An extensive series of meetings and debates was held and many suggestions were made, and tough choices had to be made due to the limited resources available, since a number of important programs for today and the future of Kosovo had to be excluded. However, the approved budget reflects the key priorities outlined in the Government program.

The hard work that was conducted in developing this budget reflects the direct involvement of the PISG and UNMIK, and the achievement of these institutions. This budget would have not been possible without the understanding and sense of responsibility shown by all users of budget funds. Therefore, as a result, we have a budget that is balanced with our priorities in all levels. 

Thus, we had the full agreement of budget organizations, both in central and local levels of government, and of the reserved budget organizations. Finally, this draft proposal was also given the full support by the Government, members of the Economic Fiscal Council, and by the International Monetary Fund and the Assembly of Kosovo. 

Based on the Law on Public Financial Management and Accountability, we were required to submit before the Kosovo Assembly the Kosovo Consolidated Budget, but unfortunately we are presenting only the Kosovo General Budget, because we don’t have the financial information on public enterprises. Therefore, I would expect the institutions responsible for this segment to carry out their task in accordance with the law, and we are to adopt an amendment in the future, emphasizing the necessity for financial reporting by public enterprises.

I would like to briefly discuss the key macroeconomic indicators that characterize the year 2003. 

The population of Kosovo is estimated at around 1.9 million people as of the end of 2003. This estimation is an approximate number and is supported by a number of surveys, since there is no official census for Kosovo. Even though the draft law on census was finalized and approved by the Assembly by mid 2003, it is not officially passed yet. 

Available data on national aggregate accounts suggest that throughout the year, domestic economy has expanded, as compared to 2002. Preliminary estimations suggest that the figure of 4.0 percent serves as a reasonable indicator.

We still have the case, and also the overall economic perspective, that there is a strong bias towards domestic consumption, with the public sector being the most important in economy, and especially its effects in the budget. One of the tasks for the future is the policy adjustments that will provide a greater impetus for improvements in domestic economy, thus enabling improvements in the production capacities.

Current indicators suggest that real developments in the private sector remain sluggish. Imports remain at high levels, at around 135 percent of the GDP.

Inflation measured by the aggregate index of consumer prices, continues to decline throughout the year and there are clear indicators now that the economy is considerably stabilizing.

Please allow me to remind you that Kosovo does not have the right for issuing currency and public borrowings, and we need to be prudent in order to have a stable budget.

I would like to briefly discuss the budget revenues for 2004:

· Customs duties are estimated at €80.0 million, which is an increase of 11 percent, compared with the actual collection of customs duties in 2003.   

· Excise revenues are estimated at €158 million which shows a slight decrease, as compared to 2003

· VAT on imports is estimated at €193.5 million, which is €13 million more than in 2003.

· Domestic VAT is estimated at €44.3 million, which compared to 2003, is €6.6 million higher. 

· Profit tax is estimated at €34.1 million, or €5.6 million higher than the actual revenues from this tax for 2003. Increase in revenues from this tax is a result of the businesses expected to move from the presumptive tax to the profit tax. 

· As a result, the presumptive tax is estimated at €18.1 million, or €1.5 million lower than the actual revenues for 2003. 

· Personal Income Tax will show a slight increase. Revenues from this source will increase from €16 million in 2003 to €16.2 million in 2004

· Non-tax revenues will increase considerably, and are estimated at €52.1 million and this is an increase of 15 percent compared with the actual collection in 2003.  

· Municipal own source revenues are expected to show an increase of 37 percent. Municipalities are estimated to collect about € 34 million in own source revenues.

· There are no donor grants for the 2004 budget, thus making this the first Kosovo budget entirely funded by domestically generated revenues.

For 2004, the Kosovo General Government Budget totals €632.3 million in expenditures (€619.3 million in revenues), representing an increase of €102.4 million or 19.8 percent in excess of budget appropriations estimated at €516.9 million for 2003. It also represents an increase of €29.7 million or 5 percent in excess of actual revenues registered in 2003, in the amount €589.7 million. For the first time, the Budget is entirely funded by domestically generated revenues. Also, this is the first Budget prepared as “a unified budget” under the headship of Ministry of Finance and Economy. Finally, this is the first time the budget is strongly supported by Law. The Law on Public Financial Management and Accountability was passed as Regulation 2003/17 in May 2003, establishing a strong and clear foundation for budget preparation and execution.

I would like to highlight the major spending areas as reflected in the 2004 Kosovo general budget:

Social Protection: Social Protection represents about 16.9 percent of the total KCB in 2004 and is the single largest sector of the budget. This represents spending in social assistance and basic pension payments, the disability pension scheme which shall come into effect in July 2004, and the benefits program for Trepça miners.  

Education:  The second largest sector which represents 13.2 percent of total spending of the budget. The largest portion of the €81.7 million in Education is allocated as designated education grants to municipalities, in the amount of €61.9 million. The balance of the Education sector spending is for central Ministry expenses mostly for higher education, educational administration and other activities such as curriculum development.  

Health:  With about 10.5 percent of total budget spending, Health Care represents the third largest sector of the budget. As with Education, these funds are allocated through central and municipal budgets. Special purpose grant funding in primary health care for municipalities is about €15.2 million, of the total €65.1 million dedicated to this sector, whereas the total spending for the central level ministry account for the €49.8 million.

Municipal Grants. In total, municipal grants include €154.8 million or 26.5 percent of the forecast central Government revenues. Of this amount, €77.7 million is the amount of the municipal general grant, €61.9 million is the special purpose grant, for primary and secondary educations needs and €15.2 million for the special purpose grant in primary health care. In addition, Municipalities are expected to generate other €34 million from taxes, duties and co-payments, and property tax collections.

In closing, I have attached the UNMIK Regulation UNMIK No. 2003/41 containing approved budget schedules and rules for the use of these funds during fiscal year 2004.  

Under my legal and civil obligation in the capacity of Minister of Finance and Economy, I have aimed and I hereby submit the Kosovo General Budget, designed to support the implementation of priority Government programs, under existing and very limited circumstances.

Sincerely yours,

Ali Sadriu 

Minister, Ministry of Finance and Economy 
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1.  KOSOVO ECONOMY IN 2003


Introduction

The aggregate national accounts data, although highly imperfect, suggest that through the year, the domestic economy expanded at a somewhat slower rate as compared with 2002
. It is difficult to say with any real degree of precision as to how fast this expansion has been. Very sketchy and preliminary estimates suggest that a figure of around 4.0 per cent serves as a reasonable indicator or working assumption. 

Inflation as measured by the aggregated index of consumer prices continued to decline through the year and there are now clear signs that the economy has stabilized to a significant extent. The indications are, however, that real developments in the private sector remain rather sluggish. Imports continue to be very high at around 135 per cent of GDP. As long as these are financed by transfers inwards, this need not be an immediate problem but in a medium term context, since such transfers lie outside the influence of government, the position must be described as being fragile. There is not much evidence of either domestic business expansion or of serious numbers of business start-ups and exports are very small. 

In the formal or official sector, outside of the public sector, there is not much evidence of significant net new job creation. Unemployment, although uncertain in scale is very high. Official estimates put unemployment at 57 per cent.  However, there is a variety of alternatives available. Recent information and analysis from the World Bank for example which includes allowances for both seasonality in the movements of the workforce and varying degrees of what might constitute ‘informal working’, suggests that a figure of roughly 30 per cent may be more representative of the true situation in Kosovo.

It continues to be the case that at the present time and from an overall macroeconomic perspective, despite a growth performance that is not particularly buoyant, there remains a strong bias towards domestic consumption with the most important influence on the economy being the public sector and in particular, the impact of the budget. A major task for the future is to bring about a policy adjustment that will provide a greater incentive for the domestic economy to expand and so improve the growth of productive capacity. 

 Looking at the evolution of the general government account, Kosovo’s economy during 2003 was characterized by an increase in total public expenditures as compared with the previous year. Further, this increase was associated with changes in the structure of

Public outlays. The share of public sector wages and salaries decreased by 5 percentage points whilst the share of investment expenditure rose by 3 percentage points;  an increase of almost 60 per cent in nominal terms.  

This increase in public sector capital formation is significant in that as noted and because of the particular economic circumstances in Kosovo, it bears the major immediate responsibility for strengthening the development of productive capacity and growth in the economy overall. At the present juncture, this is precisely why the operation and management of the budget is so important.

Turning to the revenues side, collections from domestic taxes increased significantly (by almost 40 per cent) but because of the very large volume of imports, they still remain at a very low level as compared with those revenues, primarily VAT and customs duties, collected at the border. 

As far as the structure of domestic taxes is concerned, there has been an increase in collections of profits tax and an improvement in receipts from the value added tax. Wage taxes revenue receipts increased only marginally, whilst revenues from the presumptive tax actually decreased. This decrease results from the apparent and increasing  preference on the part of owners of businesses to register for the profits tax.  

Taking expenditures and revenues together and since through 2003, Kosovo has no formal capacity to borrow, it follows that the budget must either balance or produce a surplus. In fact, the final outturn of the budget for 2003 was a cash surplus of €19.5 million.

Because of the lack of macro accounting data it is not possible to make a proper economic assessment of the impact of policies undertaken through 2002 and 2003. A much simplified surrogate view at a broad level is provided in Table I below. This summarizes what is called here the “cash injection” into the economy; namely, the main elements that have contributed to changes in nominal demand. 

When assessed in these terms, over the past two years again, it is clear that by far the biggest net contributor to the economy has been the public sector. In the final quarter of 2003, loans made by the banking system also increased. Offsetting elements have been the increase in bank deposits, together with the fact that in the second half of 2003, there was a net outflow of cash via transfers abroad. There was also the effect of running a smaller budget surplus than in 2002. These offsetting effects have meant that public expenditure has been largely responsible for generating net new nominal demand in the economy. 

Table 1:  Cash Injection, million euro
	 
	 
	 
	2002
	2003

	 
	
	 
	Q1
	Q2
	Q3
	Q4
	Q1
	Q2
	Q3
	Q4

	 
	
	 
	 
	
	
	
	 
	 
	 
	 

	Budget expenditure
	 
	73.7
	95.6
	93.6
	166.3
	110.3
	138.3
	130.6
	190.6

	 
	
	 
	 
	
	
	
	 
	
	
	 

	Other injection
	 
	94.0
	21.5
	-13.7
	42.6
	59.8
	42.9
	-118.8
	0.0

	  Decrease in budget surplus
	-36.4
	-26.4
	-49.0
	5.7
	-25.1
	-4.1
	-54.7
	40.2

	  Decrease in bank deposits
	96.7
	5.6
	-8.7
	-31.1
	-7.7
	-25.0
	-40.8
	-22.5

	  Increase in bank loans
	21.7
	11.1
	9.6
	18.2
	29.3
	46.9
	25.6
	44.5

	  Increase in MFI loans
	3.1
	6.5
	6.6
	-4.2
	0.5
	1.4
	-3.1
	1.7

	  Net incoming transfers
	8.9
	24.7
	27.8
	54.0
	62.8
	23.7
	-45.8
	-63.9

	 
	
	 
	 
	
	
	
	 
	
	
	 

	Total cash injection
	 
	167.7
	117.0
	79.9
	208.9
	170.1
	181.2
	11.8
	190.6



Population and the Labor Market

Although the draft census law was finalized and approved by the Assembly on July 11 2003, this has not yet been promulgated by the SRSG
. Further, there is no census date in the approved law, which is to be established by the Assembly. However, other sources of information, including surveys, support a population estimate for Kosovo of the order of 1.9 million at the end of 2003. 

As is now well known, the economy is characterized by significant population movements, especially with respect to repatriates, migrants, and seasonal workers. Statistics on cross border movements indicate that the net inflow of people arriving in Kosovo continued to increase and amounted to 284,600 individuals in 2003 (twice as many as in 2002). The number of repatriates under the auspices of the International Organization for Migration (IOM), predominantly from Germany, remained at the level of 2002. The available data suggest also that after allowing for the effects of natural demographic growth, a stabilization of the security situation, institutional transformation, and economic growth have been the major factors leading to an increase in the population residing in Kosovo.

An observed net outflow of around 9,000 persons occurred through Prishtina airport. This can be attributed to the gradual reduction in the personnel of UNMIK, KFOR, and other international agencies due to the declining scope of donor-funded activities. 

There is no labor market data available for Kosovo that can provide a consistent picture of net inflows, outflows and the sources of these movements as between enterprises and sectors of the economy. The most that is available consists of sometimes detailed but fragmented information that can help describe what has occurred through the year.

Across the economy as a whole it is estimated that every year roughly 25,000 new job seekers come to the labor market.  Given the importance of the public sector in Kosovo as noted above, it is no surprise to observe that it was also by far the most important provider of employment in the formal economy. During 2003, some 5 thousand persons succeeded in finding employment and this sector now accounts around 70 thousand employees. 

The private sector which under more typical circumstances might be expected to serve as the main source of  the demand for labor, continues to remain weak. People employed in this sector mainly are with family businesses active in local trade and services.. Most of those employed in these family businesses are owners, self-employed or direct family members. 

Total “official” employment remained almost unchanged at the level of 2002, namely around 140,000 wage taxpayers (Table 2). The indications are that from the pool of new labor market entrants each year, very few find employment in the formal or official sectors of the economy

Table 2:    Official Employment, number of persons, average for period [Tax     Administration data]

	
	Total


	Budgetary organizations
	Enterprises


	Non Government Organizations

	
	
	
	Public and state owned
	Socially owned
	Private


	Sole proprietors
	

	
	1
	2
	3
	4
	5
	6
	7

	
	
	
	
	
	
	
	

	2002
	139,053
	63,528
	13,333
	18,532
	13,262
	27,039
	3,359

	2003
	139,433
	66,669
	14,570
	14,493
	13,932
	26,708
	3,061


Note: Italics are used for incomplete data.

In Kosovo, the labor market is characterized by considerable diversification. There were at least three important sectors providing employment opportunities in 2003: 

(i) As noted, the Budget sector provided 70,400 job places at the end of the year.  

Average employment in this sector increased by almost 7 per cent as compared with the previous year, with the biggest increase occurring in General Services and Education. This was accompanied by an increase in the average monthly gross wage per worker of about 4 per cent. 

(ii) The Business Register reports that during 2003, around 15,000 employees ere newly registered in enterprises.  This number of new registrations has declined as compared with 2002 which again underlines the limited capacity of the private business sector to create jobs. An important caveat, however, is that incomplete Business Register data may well lead to an imperfect assessment of real developments in this sector. Currently available Tax Administration statistics for example, suggest a potential decline in the number of official wage tax payers employed in enterprises - only around 70,000 persons in 2003. This was accompanied by an increase in average monthly gross wage of about 3 per cent in private enterprises and about 5 per cent in public enterprises, including publicly owned enterprises, state owned enterprises, and the socially owned enterprises

(iii) It is estimated that the agriculture sector provided around 200,000 working places for farmers and their family members on 100,000 – 120,000 farms (assessment according the Ministry of Agriculture, Forestry, and Rural Development).

In summary and as noted in the Introduction, for the future development of Kosovo, a policy challenge is to shift the balance of economic activity away from the public sector. The existing configuration  provides an expectation that public activity will ‘crowd out’ private activity and this needs to be addressed. For the immediate future, there is a need to improve and maintain efficiency in public spending activity.

It is to be noted also, that the overall average nominal wage in Kosovo is around €270. However, there is considerable variation across sectors of the economy.  In the budget sector for example, in 2003 the average net wage was €168, whereas in the private sector we have €288. In the Non Government Organizations, we observe a much higher figure of €519.

During the year there was a noticeable improvement in the operation of the Employment Offices. These facilitated registered job placements of over 5,000 persons (a 40 per cent increase as compared with 2002). Almost half of these job placements took place in the services sector with one third in trade (see Table 3). 

The existing economic structure of business continues to be dominated at one end of the scale, by small private trade companies and at the other, by large publicly or socially owned manufacturing and construction enterprises. Of all newly registered businesses, 95 per cent fell in to the category of  small private establishments. 

Table  3:  Employment in enterprises, by economic activity, all enterprises, new    registrations, number of persons [Business Register’s data]

	
	
	
	
	
	
	
	
	

	
	Total
	Agriculture
	Industry
	Construction
	Trade
	Transport
	Finance
	Services

	
	1
	2
	3
	4
	5
	6
	7
	8

	
	
	
	
	
	
	
	
	

	2000
	138,105
	5,226
	44,557
	15,916
	48,786
	10,237
	3,926
	9,457

	2001
	34,409
	1,881
	7,569
	4,150
	13,810
	3,538
	1,181
	2,280

	2002
	17,694
	498
	2,264
	1,535
	8,709
	1,703
	1,003
	1,982

	2003
	14,903
	221
	2,109
	1,392
	5,876
	1,730
	2,198
	1,377

	
	
	
	
	
	
	
	
	


Across the whole economy, unemployment, as was noted in the Introduction it is impossible to quantify with even a moderate degree of accuracy. Rather more can be said about the distribution of those who are registered as job seekers and as Table 4 shows, there is a very heavy concentration among females and those who have elementary and secondary educational qualifications. The risk of being unemployed is many times lower for the well qualified.

Table 4:  Registered job seekers, end of period [Central Employment Service data]         

	
	Female
	
	Education

	
	
	
	Elementary
	Secondary
	Higher

	
	(%)
	 
	(%)
	(%)
	(%)

	
	1
	 
	2
	3
	4

	
	
	
	
	
	

	2000
	43.2
	
	58.1
	38.8
	3.1

	2001
	44.1
	 
	60.4
	37.0
	2.6

	2002
	44.5
	
	61.5
	36.2
	2.2

	2003
	45.4
	 
	63.0
	35.3
	1.7


Prices and the Exchange Rate

Inflation in the Euro zone through 2003 has been around 2.0 percent. For Kosovo as a whole, this increase which feeds into the economy primarily via imports, has to some extent been offset by increasing downwards pressure on domestic prices.
The Macroeconomic Policy Department (MEPD) in Ministry of Finance and Economy estimates that consumer prices declined by 1.64 percent in 2003. This is attributed to the combined effect of a significant decrease in the price of food items (by 4.6 percent) and increase in prices of non-food items (by 1.4 percent). The decline in food prices occurred despite an increase in the price of bread and cereals during the second half of the year.

During 2003, the Euro depreciated against the currencies of several of Kosovo’s trading partners in the region (see Table 5). Among other factors this helped to boost Kosovo exports especially to Albania and Turkey.

Table 5: Euro Exchange Rate with respect to selected currencies: change in the average:   2003 Q1 – 2003 Q4

	Country, currency
	Change (%)

	
	

	Albania, ALL
	-3.59

	Croatia, HRK
	0.48

	Macedonia, DEN
	-0.35

	Montenegro, EUR
	0.00

	Serbia, YUN
	10.26

	Slovenia, SIT
	2.16

	Turkey, TRL
	-2.58

	USA, USD
	10.97


Financial sector 

The financial sector in Kosovo, especially the banking system, witnessed significant development during 2003. Although the number of commercial banks at seven, remained the same as in the previous year, the extension of the system across the economy was marked by an increase in branches and sub-branches. This period was also characterized by the introduction of a number of new products and financial services in the banking system. 

Commercial banks assets increased by 23 per cent from €471.2 million at the end of 2002 to €581.5 million at the end of 2003. Of significance is that the share of loans in total assets also increased by 40 per cent. Moreover, the banks reduced their reliance on foreign placements to one third of total assets.

Commercial banks deposits at the end of 2003 reached a peak, exceeding their level  at the end of 2001. The sharp increase in term deposits from €131.3 million at the end of 2002 to €199.4 million at the end of 2003 - 52 per cent was notable . The share of term deposits to total deposits increased by 30 per cent, which improved  the base from which credit activities can develop further.. 

Commercial banks loans grew from €86.5 million to €232.8 million. Trading companies and service providers remained the most important recipients of commercial banks credits (50 per cent of total loans). As a result of an increase in loans, the ratio of loans to deposits improved from 20 per cent to 45 per cent, which bears comparison  with many countries of Eastern and Central Europe. This ratio of course,  still remains far below that for countries of the European Union where the average figure is 92 percent. Table 6 provides an illustration of the evolution over the last four years.

Table  6: Banking sector: loans, euro million, end of period

	
	Total
	
	MFIs
	
	 
	Commercial banks

	
	 
	
	and non-banks
	
	Total
	PCB
	NBK
	BPB
	EB
	RBKO
	CB
	KSB

	
	1
	
	2
	
	3
	4
	5
	6
	7
	8
	9
	10

	
	
	
	
	
	
	
	
	
	
	
	
	

	2000
	5.9
	
	2.8
	
	3.1
	n/a
	n/a
	n/a
	n/a
	n/a
	n/a
	n/a

	2001
	47.3
	 
	21.4
	 
	25.9
	10.0
	8.5
	5.1
	1.1
	0.1
	0.5
	n/a

	2002
	119.9
	 
	33.4
	 
	86.5
	23.8
	10.9
	15.3
	5.8
	13.5
	6.1
	11.1

	2003
	266.7
	
	33.9
	
	232.8
	65.7
	23.8
	24.1
	12.4
	55.9
	15.6
	35.2


Commercial banks profitability considerably improved during 2003. Equity and asset returns improved from 8.2 per cent to 15.1 percent and from 0.58 per cent to 1.17 per cent respectively. The ratio of expenditures to revenues improved from 89 per cent to 84 percent. This suggests an increase in the efficiency of the banking sector. 

Placements abroad even though they decreased from 57 percent in 2002 to 37 percent in 2003, still remain high.  Given the structure of the financial sector in Kosovo, there is always some bias towards cash outflows and which can be offset only through the external trade account, donor inflows and remittances. Net cumulative wire transfers decreased from €610 million in 2002 to €546 millions in 2003. Thus there is some pressure for the velocity of circulation of money to rise.

Fiscal sector 
Of significance is the fact that the budget for 2003 was entirely financed from domestically generated sources; no budget support grants were received through the year. 

The 2003 approved General Government Budget projected expenditure of €532 million. However, total appropriations for 2003, included also the 2002 carried forward commitments (€157 million) which were subsequently increased to €862 million as a result of subsequent amendments to the budget during the year.  

The total of actual budget expenditures in 2003 was €570 million, which represents an increase of 32 per cent as compared to 2002. In practical terms, actual cash budget expenditures were only 66.0 per cent of total appropriations. This can be attributed (a) to the fact that a part of total appropriations for 2003 occurred in the fourth quarter of the year (b) many budgetary appropriations are in reality, multi – year commitments that cannot be spent in a single year and  (c) the apparently limited spending capacity of the relevant budget organizations. Nevertheless a remarkable acceleration in budget spending did occur during the months November and December. 

As Figure I shows, there were also some important changes in the structure of general government expenditure:

-  although employment in budget organizations increased by 5,500 persons, the share of expenditures on wages and salaries in total budget spending declined from 30.7 per cent in 2002 to 25.7 per cent 

- the share of capital outlays increased by 3 percentage points as compared with the previous year

- the share of subsidies and transfers increased from 20.4 per cent to 22.4 per cent in 2003, mostly due to a more than doubling of subsidies to the public enterprises.

Figure I 
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Actual general government revenues totaled €589 million, which represents an increase of 18.3 per cent as compared with the previous year. In addition, Designated Donor Grants of €25.1 million were received during 2003. The structure of revenues remained almost unchanged with 67.6 per cent of budget revenues collected from border taxes (VAT on imports, excise, and customs). 

The final outturn for 2003 was a cash surplus of €19.5 million. Cumulative financial assets of the Kosovo Consolidated Budget at the end of 2003 totaled €336 million on a cash basis. 

Foreign trade 

It is important to emphasize the fact that through 2003 as a consequence of the sharp decrease in donor imports, the total of registered imports has shown a corresponding decline. However, registered commercial imports increased by 5 per cent

The foreign trade deficit in 2003 amounted to €924 million. Figure II illustrates the sharp rise from the second quarter of the year. As a result the foreign trade deficit was 2 per cent higher than in 2002. The volume of commercial exports continues to be very low and relative to the scale of imports is almost insignificant.  However, measured from this low base there was 32.5 per cent increase in exports through the year. Currently, those goods that are exported, tend to require little in the way of processing e.g. wine, leather, metals, mushrooms etc. 

Financing such a high trade deficit represents a significant burden on the economy. It is currently realized mainly through inflows of private remittances from the Kosovo Diaspora, foreign factor income, and donor funding. The latter, however, is beginning to decline.  From a policy standpoint it is important to recognize that neither of these are instruments over which the authorities have direct control.

          Figure II   Foreign Trade: million euros [image: image2.emf]0.0
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The origin of imports into Kosovo has changed little; EU and Switzerland being the main importers with 26 per cent of the total. Amongst the Balkan countries, Macedonia accounts for 15 per cent. Imports from Bulgaria decreased from 6 to 4 per cent, Montenegro from 6 percent to 1 percent with Serbia decreasing from 17 to 13 per cent. For BH and Croatia there has been no change, whereas imports from Turkey increased from 8 to 10 per cent.

Within the total, the structure of imports into Kosovo remains unfavorable for the development of productive capacity and a growth process more generally. As Figure III shows, there is a high and still increasing share of food products (34 per cent) and a relatively low; indeed possibly declining share of capital and investment goods (13.0) per cent. Thus again, one sees indications of the magnitude of the adjustment process required for the economy to begin to generate domestic productive activity that will lead to more exports.

Figure III

[image: image3.emf]Imports by commodity group 

Percent of total imports 

2003 (2002)

Other

9%

(9%)

Machinery

13%

(14%)

Metal

6%

(7%)

Construction

6%

(8%)

Chemicals and 

wood

16%

(15%)

Mineral 

products

14%

(14%)

Textile

2%

(2%)

Food

34%

(31%)


2.  REVENUES 

Kosovo’s strategic aim has been to develop a tax system that would enable it to achieve transparent independence in the use of its tax policy instruments. Having this in mind, a modern tax system has been and is still being developed to encourage investment and be EU compatible. An important objective is to establish an economically efficient tax regime that is also fair, stable, and simple and which will enhance the conditions for economic growth. The Central Government has also introduced a system of own source revenues for the municipalities.  This will make municipalities less dependent on central Government grants and more capable of providing municipal public services at a higher quality and magnitude as required by their citizens. One of the major sources is property tax, and municipal governments are now responsible for its administration and collection.

Revenue policy is under rapid consolidation into a new system which is now capable of covering all public spending in Kosovo. In 2000 dependence on donor funds applied to around 50 percent of the operating budget. The budget for 2004 as planned is expected to be funded completely from domestic revenues.

Table 7: Central Government and Municipal Revenues 2001 – 2005, million euros

___________________________________________________________________





  2001         2002         2003            2004           2005


                                                  Actual    Actual       Actual         Forecast      Forecast
  

Central Government Revenues 

(excluding donor support)     
    292.3      479.8         566.1         585.3           582.7

Municipal Revenues

      15.0        19.9 
   24.7           34.0             34.4

Total



    307.3      499.7         590.8         619.3           617.1 


The year 2002 produced a sharp increase in revenues which was repeated in 2003. Increase in revenues is a result of many factors. A significant component part of thi increase has resulted from the introduction of a modern tax structure, a sound tax administration with provisions for effective enforcement.

These improvements have been developed with a relatively young customs service alongside a more experienced tax administration. The two have begun to introduce more sophisticated techniques of evaluation and collection. The customs service in cooperation with CAM-K, has achieved high standards in employment and capacity building in providing their service overall, including cross border cooperation.

The fact that the customs service and the tax administration with a 1038 employees, mostly Kosovars, were able to collect some €532 million in annual revenues, is an achievement in itself. In neighboring countries similar figures for revenues has been collected but with a number of staff four times higher than this. Both, the tax administration and the customs service having been built from scratch include for the most part, newly employed  local personnel. Plans are currently being made to complete the size of tax administration and customs administrations in the coming years and which includes furtherintensive capacity building for existing and new personnel.

	 
	2000
	2001
	2002
	2003
	2004
	2005

	 
	 Actual
	 Actual
	 Actual
	 Actual
	Budget plan
	Forecast

	 
	 
	
	
	 
	 
	 

	Tax revenues
	121.5
	270.7
	444.3
	520.8
	533.2
	528.9

	 
	 
	
	
	 
	 
	 

	Domestic revenues
	6.3
	45.4
	76.0
	98.9
	110.7
	114.6

	Income tax
	6.3
	32.9
	48.2
	63.4
	68.4
	73.9

	Joint tax revenues
	6.3
	32.9
	38.9
	48.1
	52.2
	56.4

	Presumptive tax
	6.3
	32.9
	31.1
	19.6
	18.1
	 

	Profit tax
	0.0
	0.0
	7.8
	28.5
	34.1
	 

	Personal income tax
	0.0
	0.0
	9.4
	15.3
	16.2
	17.5

	Tax on consumption
	 
	
	
	 
	 
	 

	
	0.0
	12.5
	27.8
	37.7
	44.3
	42.8

	Domestic VAT compensation
	 
	
	
	-2.3
	-2.0
	-2.0

	 
	 
	
	
	 
	 
	 

	Border taxes
	115.2
	242.1
	364.5
	413.6
	422.5
	414.3

	Sales / VAT on Imports
	63.4
	116.9
	169.0
	180.6
	193.5
	189.7

	Excise
	19.5
	77.3
	125.6
	171.4
	158.0
	164.6

	Customs 
	32.3
	47.9
	67.5
	72.3
	80.0
	70.6

	Other taxes (violations of law and fines) 
	0.0
	0.0
	2.5
	2.6
	3.0
	4.0

	Compensation of the VAT on imports
	 
	
	
	-13.4
	-12.0
	-14.7

	 
	 
	
	
	 
	 
	 

	Non-compliance 
	0.0
	-16.8
	3.8
	8.3
	 
	 

	 
	 
	
	
	 
	 
	 

	Non-tax revenues
	6.9
	21.5
	35.5
	45.3
	52.1
	53.9

	 
	 
	
	
	 
	 
	 

	Municipal own source revenues (OSR)
	0.0
	15.0
	19.8
	24.7
	34.0
	34.4

	 
	 
	
	
	 
	 
	 

	TOTAL REVENUES
	128.4
	307.3
	499.6
	590.7
	619.3
	617.1

	
	
	
	
	
	
	


Table 8:  Budget Revenue Forecast, in million euros

Value Added Tax - VAT

Since 2001 the VAT has been introduced in the Kosovo fiscal system, as one of the principal pillars for the generation of revenues for the Consolidated Budget (KCB).

A key objective has been to secure easy administration across those sectors to which thw tax applies. The VAT was introduced with a higher threshold (above €100,000.00  gradually decreasing in 2002 to 50,000.00€, with further reduction planned in order to broaden the tax base at a broader base to whch the rates of zero and 15  per cent apply

Profit tax/Presumptive tax

Since April 2002, business organizations with sales above €100,000, permanent units of non-resident persons, business organizations with assets above €50,000, those registered at voluntary basis and registered NGO’s are required to pay the profit tax.. The Profit tax has been developed to comply with international accounting standards. Businesses with annual sales of less than €100,000 may continue to be charged the presumptive tax of 3 percent. Altrnatively they can opt for a financial review and be charged profits tax at 20 per cent. 

For the moment the presumptive tax is divided between “small” and “large” taxpayers. A small taxpayer is considered a business with sales less than €7,500 per quarter and large taxpayers are those who have gross sales of more than €7,500 per quarter.

Customs Duties

The overall Kosovo trade regime is simple. Through 2003 Imports have been subject to a 10 percent flat rate customs duty with exports being duty free. There are no tariff quotas and tariff ceilings. Only live animals and pharmaceutical products are subject to an import license. Scrap metals are subject to an export license. 

Import/export prohibitions apply to narcotic drugs and psychotropic substances, explosives and ammunition, weapons, pedophile material, endangered species (Washington Convention). 

Trade with other entities of FRY, i.e. Serbia and Montenegro, is considered internal trade and not subject to customs duties, if goods are originating or produced in these territories. There is also free trade with Macedonia.

The European Community and Switzerland have granted exceptional trade measures for participating countries linked to the European Union’s Stabilization and Association process. Kosovo can benefit from these concessions. This means that most products originating in Kosovo can be imported into the European Union exempt from customs duties. Even though free trade continues to be the long-term goal, the timing of tariff reduction has to be carefully measured against aspects of budgetary implications and more general economic considerations, which will require a gradual phasing down of rates.  

Personal Income Tax

From April 2002 individuals are now required to pay the personal income tax. The tax is rated based on the income levels. Starting January 2003, tax rates and income groups have changed and are as follows:

	Monthly income
	Tax

	00 to 80 €
	  0 %

	80.01 to 250 €
	  5 %

	250.01 to 450 €
	10 %

	Over 450 €
	20 %


In 2005, personal income tax will be replaced with a more comprehensive personal income tax system, where personal income from all sources (for example: interest, pensions, rent, property rights, capital profits, dividends, etc.) will be considered as taxable incomes.

Taxation of Pension Contributions

Initially, the pensions saving scheme was introduced employees  funded from the budget and for publicly and socially owned enterprises with a number of staff 500 or more. Starting August 2003 the scheme has been expanded to cover all employees and self-employed persons. Required contribution is 10 percent of the gross pay (5 percent paid by the employer and 5 percent by the employee).

Property Tax

A Property tax was introduced in 2002. Municipalities are responsible by former CFA (now Ministry of Finance and Economy) to evaluate property tax on buildings and land.

The Property tax is an important source of revenue for local government in most countries. Most municipalities have now started to use the property tax and at the same time are continuing the work in the valuing of  properties in their respective localities

Central government is responsible for the establishment of property tax policy overall,  local governments being responsible for the administration and collection.

Tax rates are based on property market values and differ for each class of the immovable property or type of use. Each municipality determines the market value for different types of immovable property, within each zone. 

3.  KOSOVO GENERAL GOVERNMENT BUDGET

Overview

The Budget Process - Purpose and Recent History

The purposes of every government’s budget process are to determine the priority needs of its people, to acquire revenues to meet those needs, to allocate available funds to the spending agencies at the central and local level which are responsible for providing goods and services in accordance with those needs, to monitor the use of the funds which had been provided, and to evaluate the effectiveness of that spending.

Although this 2003-2005 budget was formulated and enacted before the violence of March 2004, that violence reminds all of those who are engaged in managing Kosovo’s government about an important topic:  That a government’s budget must serve as a communication device between the government and the people it serves.  This means that a government must explain to its citizens what the government plans to accomplish with the citizens’ money, and how the success of those plans can be judged.  For a government like Kosovo’s, which is jointly managed between UNMIK and the Provisional Institutions of Self Government, this is an especially difficult task.  Therefore, this 2004 Budget Book will seek to provide for a high degree of communication, so that it can explain about both the budget process that is followed in Kosovo, and the public sector activities which are supported by that budget process.

The 2004 Kosovo General Government Budget reflects the rapid progress that the Kosovo Government continues to make on behalf of the people of Kosovo. The 2004 Budget, consisting mostly of operational and minor capital expenses, is fully financed by domestic revenues, and this represents an important step forward as well as a departure from the budgets of previous years, which were heavily dependent on donor funding. The Kosovo Budget supports initiatives that allow increased autonomy for local governments as they assume greater financial management responsibilities.  Moreover, the 2004 Budget will continue to support important initiatives to expand Kosovo’s private sector in order to continue building a market-based economy in years to come.

The budget process continues to be conducted in a transparent way, involving a broad spectrum of the public sector, including the President, central government budget organizations (PISG and Reserved Power organizations), municipalities, the Assembly, and the SRSG.  In addition, cross-cutting organizations such as the Economic and Fiscal Council, the Budget Commission, and the Grants Commission support the budget process.  Finally, the press and the public have many opportunities to review and comment on the budget and the budget process. 

The budget process which supports the Government and people of Kosovo is conducted by the Ministry of Finance and Economy, and it is intended to follow a transparent and generic model that is used in many countries, that is, it generally consists of the following steps:

· In the early Spring/late Summer, the Ministry of Finance and Economy issues annual expenditure ceilings and instructions for the annual budget to central spending agencies and municipalities.

· Central spending agencies (including PISG and Reserved Power budget organizations) and municipalities submit their annual budget requests to the Ministry of Finance and Economy according to the instructions and within the expenditure ceilings.  As a part of this process, the Grants Commission makes recommendations regarding municipal grants for health, education, and general administration, and municipal assemblies make recommendations regarding municipal budgets.

· The Ministry of Finance and Economy reviews the central and municipal requests and prepares its recommendations in the form of a draft budget to the Budget and Grants Commissions.

· The Budget and Grants Commissions review these recommendations and draft budget, and submits their recommendations to the Economic and Fiscal Council, for the SRSG’s consideration.

· The SRSG makes initial decisions on the budget request.

· The Assembly reviews and votes on the budget request, and submits the budget to the SRSG for final action.

· The SRSG has ultimate authority, and he makes final decisions and then enacts the budget in the form of a regulation.

Also in Kosovo, there are two related activities which were part of the 2002 and 2003 budget processes, and which resulted in a series of funding actions which enabled the Reserved Powers and the PISG to provide additional programs and services to the people of Kosovo: 

· The Surplus Review, which was conducted through the EFC in the middle and end of the year, and through which the PISG and Reserved Powers identified their high-priority capital expenditure needs, and the SRSG allocated the previous year’s budget surplus to several high-priority and one-time-only projects such as KEK.

· The Mid-Year Review, through which central spending agencies and municipalities identified both un-needed funds from the current year and urgent alternative uses for those funds in the current year, and following an EFC review, the SRSG approved many projects under the Mid-Year Review.  

New Aspects of the 2004 Budget Process

The Kosovo budget for 2004 is different from the budgets of previous years:

· It is the largest of any Kosovo budget to date.

· It is based exclusively on revenues generated by Kosovo; there are no undesignated donor funds in it.

· It is the first budget which has been led by the Ministry of Finance and Economy, and according to international standards.

· It is the first budget that was established on the basis of Kosovo’s basic budget law, the Law on Public Financial Management and Accountability, which was passed by the Assembly, signed by the SRSG in May 2003, and issued as an UNMIK Regulation.  This law or (regulation) gives Kosovo a modern “organic” budget law that is consistent with many of the best-practice international standards which are followed by governments in Europe and other nations.

· It set the stage for continued evolution of the budget process.  For example, in the 2004 budget process, spending agencies were asked to provide a fundamental amount of information regarding their major programs’ goals and objective, so in the 2005 budget process, the Ministry of Finance and Economy will provide instructions for building on this fundamental information by providing specific ways to measure program performance and for setting ministry or municipality priorities within the budget.

Complex Nature of the Kosovo Budget Process

The Kosovor budget process follows most international standards, but at the same time, it takes place within an unusual and highly complex governmental framework:

· Although PISG budget organizations and Reserved Power budget organizations both are funded by the Kosovo Consolidated Budget, these organizations have different sources and levels of autonomy and authority, and because of this, and because the government as a whole is new, it is difficult for all organizations to act as, and to be managed as, a consistent whole.

· Although there is a degree of independence and autonomy for the President and Government of Kosovo, and for the Assembly, they do not have full autonomy regarding the budget, and all decisions are made in final form by the SRSG.  The SRSG has a great deal of authority independent from the Government, and he can accept the Government’s and Assembly’s proposals or he can make changes to them, according to Kosovo’s needs as he sees them.  The SRSG has the authority to make changes in the budget that have not been considered by the Assembly or Government.

· After consultation with the Government, the SRSG has authority to move funds within a Budget Organization or between Budget Organizations, while the Government has a lesser degree of authority, and usually must seek the SRSG’s approval for such transfers.

Transitional Status of Kosovo

The question of Kosovo’s future status is an urgent and political one, and although it cannot be addressed through Kosovo’s budget process, it nonetheless has an impact on that budget process, in several ways.  

First, Kosovo’s economy is a fragile one, and it is not yet strong and diverse enough to produce either enough jobs for Kosovor workers, or sufficient tax revenues for a significant economic expansion.  Kosovo is fortunate in comparison to other small economies in the Balkans, because it has no debt, but at the same time, the slow growth of the economy creates a serious challenge to efforts at job creation and to attracting sufficient foreign investment.

Second, Kosovo had received considerable donor support in the years following the end of the war, and this has meant that the history of Kosovo’s budget has been a complex one, which in turn has made the attainment of stable governmental budget operations difficult.  For example, organizations had depended on a certain level of funding from donor organizations initially, but the withdrawal of those funds has placed additional burden on limited KCB funds.

Third, in the absence of clear political status, foreign direct investment has not been attracted to Kosovo in any great extent, because many potential investors believe that they are not assured of a safe future for their money.  The lack of foreign direct investment is another reason for slow growth in the economy.

Fourth, the legal issues surrounding the privatization of formerly publicly owned enterprises have limited the amount of benefit that this source of revenue has had on the Kosovor economy.

The 2003 Carryforward Cash Surplus

Because of the following combination of reasons, the Kosovo Consolidated Fund had a significant positive balance as of December 31, 2003, consisting of funds from 2003 and earlier, which would be available in 2004:  

a) Under current law, all of the money for a capital project must be appropriated when the project is approved, even though many capital projects cannot be completed in one year.  As an inevitable result of this requirement, some money is left over at the end of the year, so it can be available for work on that capital project in the second and subsequent years

b) In 2003 and earlier, the Mid-Year Review provided additional funds to budget organizations, but those funds were appropriated too late in the year to be fully expended, and so they remained in the bank balances at the end of the year.

c) Many activities (including certain types of expenditures, or expenditures for certain items) are being conducted for the first time, and organizations estimate their costs high, in order to avoid deficit financing, which is prohibited in Kosovo.  As a result, when the necessary items have been purchased and the resultant spending has been made, funds remain in the account for those items.

d) Finally, since Kosovo cannot have a budget deficit, there must always be funds that are unspent in the accounts, and the bank balance on any given day of the year is simply a “snapshot” of money that is available, and perhaps even committed, but not yet actually paid out as Wages and Salaries, Goods and Services, Subsidies and Transfers, or Capital Expenditures.

Specifically, the total bank balance on December 31, 2003, was €336 million, which included:

Central Government Commitments

-€173.4

Municipal Own Source Revenues

  -€16.0

Municipal Appropriations Carry Forward
  -€31.8

Designated Donor Grants Carryforward
  -€27.6

Budget Deficit




  -€13.0

Budget Surplus (available funds)

    €74.2

As stated above, there are specific reasons for these funds to be in the account.  However, in order to prevent a balance of this size from recurring in the future, the following steps are being taken in 2004:

· The new procurement law allows the Ministry of Finance and Economy to approve budget requests for capital expenditures which include funds only for the coming year, and that will reduce the amount of carry-forward that is due to this reason.

· Additional training and experience on the part of budget analysts in organizations throughout the KCB will allow costs to be estimated more accurately, and budget examiners in the Ministry of Finance and Economy will be more stringent in their reviews of funding requests from budget organizations.

· It is anticipated that funds from the 2003 surplus will be allocated earlier in 2004 (as compared to the allocation of the 2002 surplus’ allocation in 2003), and any 2004 Mid-Year Review is anticipated to be conducted and finalized earlier in 2004, so that the planned spending can be conducted in 2004.

Important 2004 Financial Policies

The 2004 budget is based on a series of important financial policies, including:
Commitment to a Balanced Budget:  An unshakable commitment to a balanced budget must remain the single strongest element of the policy foundation for the Kosovo Consolidated Budget.  Kosovo cannot borrow; even to cover small sort term needs for cash.  As a result, the budget must always be developed without any deficit.  This remains the case in the 2004 budget.  In past years, however, this need for conservative fiscal policy has meant that in actuality, Kosovo has generated very large surpluses.  The surplus carried over from 2001 into 2002 and the surplus carried from 2002 into 2003 were both high, indicating that excess cash was available and/or that new public institutions had not yet gained the full capacity to obligate their funds.  Again in 2003 another surplus will be carried forward.  The imperative for a balanced budget has meant that both revenue forecasts and the management of budgetary expenditures have been consciously very conservative.

The beneficial aspects of a balanced budget in Kosovo’s circumstances require no elaboration.  At the same time, the requirements for improved social and physical infrastructure and for higher levels of economic growth continue to make them felt in the face of continued high unemployment four years after the end of the war. Large unspent cash balances are difficult to justify in the face of unmet economic and social needs and an imperative to stimulate the economy.  The commitment to a balanced budget will remain, but the degree of conservative bias in revenue forecasting and in expenditure management will be reduced.  A higher level of stability in Kosovo’s economy, in its revenue system and in its budgetary institutions makes a reduction of the degree of conservative bias prudent as well as possible.

Continuing Commitment to Municipalities:  A strong commitment to municipalities continues to underlie the Kosovo Consolidated Budget.  In 2002 major budgetary programs such as elementary and secondary education were devolved to municipalities, and at the end of the year most municipalities were certified by an independent auditor as having the capacity and capability to manage their financial affairs.  The 2004 budget marks the second budget cycle where the Kosovo Consolidated budget devotes a significant proportion of its funds to the support of municipal government programs in the form of a series of rule based grants based on objective criteria.  Fully €154.8 million or 26.5 percent of the budget is devoted to supporting municipal budgets.

For the first time, however, a portion of these grants is directly structured to help Kosovo’s municipalities develop their own revenue sources so that they are increasingly independent of the central budget.  A portion of the general grant is structured as an incentive to accelerate the development of the municipal property tax.  Each municipality will receive €1,000 in a matching grant for each €1,000 it collects in the property tax up to a target calculated for each municipality.
Continuing Commitment to Fiscal Stability and the Transition to a Market Economy:  Fiscal stability and the transition to a market economy require many things but high on the list is a tax system that not only delivers the necessary levels of revenues to the KCB but also is consistent with the needs of the emerging market economy and with the needs of foreign investment.  Kosovo continues to develop this kind of tax system with tax laws that are similar to and consistent with the market economies of Europe and North America and with an increasingly competent and professional system of tax and customs administration.  In 2004 Kosovo will continue to move away from a system of gross receipts taxation for small and medium businesses toward the much more fair system of profits taxation based on gross receipts minus business expenses.  In addition, the system of internal VAT taxation will be deepened with the addition of 100 more tax inspectors and the use of increasingly sophisticated systems of tracking and identification.

The 2004 budget facilitates the transition to a market economy by reducing subsidies to State Owned Enterprises like KEK and will instead provide loans when additional capital is needed during the period when funding from private capital markets is not possible.  At the same time, SOEs will no longer be expected to provide direct or indirect subsidies either to Government or to the populace.  Government will continue to set an example by paying its bills for electricity, water, telephone and utilities in full and on time and will support efforts to improve collection from individuals and the private sector.    

Commitment to Fiscal Fairness:  As mentioned above, Social Protection remains the single largest sector in the budget.  This underscores another unshakable element in the policy foundation of the Kosovo Consolidated Budget:  the Commitment to Fairness.  The transition from socialism to a market economy has not been easy anywhere in the world and Kosovo is no exception.  It will take time before the growth of the private sector will provide employment to Kosovo population and in the meantime we will provide support to the indigent and elderly.

Fairness has another implication in contemporary Kosovo, however.  For many years an unfair system of discrimination based on ethnicity dominated Kosovo’s fiscal policy.  Those days are over.  UNMIK and the PISG are in full agreement that establishing a fair tolerant multi-ethnic Kosovo is among the most important tasks at hand.  The 2004 Kosovo Consolidated Budget manifests this commitment to fairness not only in its support for the institutions of justice and police protection, but also in its commitment to the Fair Share Financing Program for all of Kosovo’s municipalities.  As was the case in 2003, all of Kosovo’s municipalities must execute their budgets in a way that provides fairness for all.  

Changes from 2003

The implementation of the 2004 budget process reflects a series of changes from the 2003 budget process.  First of all, during the course of the year, the Law on Public Procurement (UNMIK Regulation 2004/3, or Assembly Law 2003/17) will come into effect, and it will change the way in which funds are provided to budget organizations.  Previously, budget funds for multi-year capital or procurement projects were provided on a “commitment” basis, that is, all of the money was provided in the first year of the project.  This practice was followed because of the uncertain budget environments of Kosovo’s early years, in order to ensure that necessary funds would be available for the life of the project.  The negative result of that practice was the large amount of budget funds that remained in the Government Budget’s bank accounts as of December 31 and it led to the mistaken belief that the Government had large amounts of un-needed cash.  Actually, those funds were not un-needed, they were simply being held until the actual time came when they would be used as planned.)  During 2004, because of the change which is brought about by the Law on Public Procurement, the budget will follow a “cash” basis, that is, budget organizations will only receive money that is actually expected to be spent in any one year.  This change is consistent with the practice that is being used in a growing number of countries, and it will assist Kosovo by facilitating more effective management of public funds.

A second change will also occur during the course 2004.   A number of sources (including the International Monetary Fund, the World Bank, and elements of the Government itself) believe that there may be excessive spending in the areas of Goods and Services, and Capital Expenditures.  This is a logical belief which is based on international observation, that is, after the new institutions of government (both PISG and Reserved Powers) completed their initial start-up tasks, some of the money that they had received (especially on a one-time-only basis) would not be needed in future years, and thus the budgets of many organizations could be reduced without undue harm to their capacity to conduct mandated programs.  Therefore, during 2004, the budgets of some organizations will be reduced in order to conform to their actual current needs and responsibilities.

A third change is the result of the Government’s recognition of the need for caution in public spending.  As the size and thus the needs of the population continue to grow, but as revenues begin to level off, it is imperative to adopt public expenditure policies which will ensure that core programs continue to be available at necessary levels.  As a result, decisions will have to be made during 2004 and beyond, which will both constrain public spending and will focus the maximum amount of resources on programs which have the highest priority for Kosovo’s future.  This may also result in some shifts of funding from one organization or one sector to another.

Highlights of Expenditures and Sectoral Spending

Overall.  Total expenditures in 2004 are budgeted at €632.3 million.  This is an increase of €102.4 million or 19.8 percent over the original appropriation of €516.9 million for 2003.  The increase in budgeted expenditures is in line with the anticipated increase in forecasted revenues.  In general changes in expenditure reflect two major trends:  (i) A stabilization of expenditures by spending agencies as the process of transfer of responsibility from UNMIK to the PISG begun in 2002 continues, and (ii) A continuation of the process of funding recurrent expenditures from donors to the KCB.

Social Protection.  Social Protection represents 17.9 percent of the total 2004 KCB and is the single largest sector of the budget.  This represents spending on social assistance and basic pension payments as well as on a scheme of disability pensions that will come into effect in July 2004 and a targeted benefit program for the miners at Trepca.  

Education:  Education, with 14 percent of total budget spending represents the second largest sector.  Most of the total of €81.7 million in education spending is made up of education grants to municipalities totaling €61.9 million.  The balance represents central government spending on higher education and education administration and other activities such as curriculum development.  

Health:  With 14 percent of total budget spending, Health Care represents the third largest sector of the budget.  Like education, this spending is distributed between central and municipal budgets.  A special purpose grant for primary health care to municipalities accounts for €15.2 million of the total €65.1 million devoted to this sector while central ministry spending accounts for the remaining €49.8 million.

Municipal Grants:  In total, grants to municipalities are €154.8 million or 26.5 percent of central government revenues.  Of this sum, €77.7 million is for the general grant to municipalities (includes a capital investment fund and an own source revenue incentive fund), €61.9 million is for the special purpose grant for elementary and secondary education, and €15.2 million for the special purpose grant for primary health care.  In addition, Municipalities are expected to generate another €34 million from fees, charges and co-payments and from the municipal property tax.

The “Returns” Program:  The Budget for the “Returns” program increases by €10.5 million.  The reason for this large increase is that in all prior budgets the Returns program was funded exclusively from donor grants.  2004 marks the first year that this program is funded almost entirely by appropriations from the Kosovo Consolidated Budget.

Summary of Donor Funding

The 2004 Kosovo General Government Budget discussed throughout this chapter includes expenditures for the central government (Provisional Institutions of Self-Government and Reserved Power Entities), grants to municipalities and expenditures financed by municipal own-source revenues and expenditures financed by designated donor grants.  This chapter also references the Kosovo Integrated Budget which consists of the Kosovo General Budget and the public investment program which covers the major reconstruction efforts in Kosovo.  Expected 2004 donor funding under the Public Investment Program is described in more detail in the special Donor sections which appear at the end of the Central Government part of this volume.  For 2004, about €123 million in donor activity is anticipated, which is well below the 2003 level of about €220 million.  The focus for donor funding continues to beginning in 2003 will be to provide more technical assistance to sustain existing projects rather than major funding for new reconstruction projects. 

4.  INTERGOVERNMENTAL BUDGET OF KOSOVO 2004

Introduction

In 2003, the municipalities of Kosovo transitioned to greater local autonomy with the transfer to local governments of responsibility for the Firefighters Unit. Also an additional 5 municipalities were certified during the year.  Certified municipalities assume responsibilities for financial management based on the Law on Public Financial Management and Accountability and the annual appropriation regulation.   Included in these responsibilities is the requirement to spend a certain proportion of municipal budgets on minority communities. Percentages for fair share financing are presented in UNMIK Regulation 2003/41.

An independent auditor certified 24 of the 30 municipalities to have adequate systems and local capacity to assume financial management responsibilities in December 2002, and 5 municipalities were certified in July 2003 (Deçan/Dečani, Kamenicë/Kamenica, Skenderaj/Srbica, Vushtrri/Vučitrn and Zubin Potok).  The last municipality remaining to be certified is Novobërdë/Novo Brdo and this is expected to occur during 2004. 

Although the municipalities have achieved greater autonomy over time, the municipalities still rely heavily on transfers from the central government rather than own source revenues to finance transferred responsibilities and general municipal services.  Moreover, it will take some time for municipalities to have sufficient own source revenues to support local government expenditures.

In 2003, the Government made a decision for a 20 percent salary increase with the main beneficiaries being the staff working in municipalities.  This increase covered teachers (preprimary, primary and secondary), primary health care staff and all administrative staff at the coefficient of 4 or less.  The 2004 budget also includes a 5 percent increase in salaries for all programs.

The 2004 Kosovo Budget provides a total of €188.9 million for municipalities, representing an increase of 32 percent from the 2003 level. The 32 percent increase is tied to the increase in the General Grant from 2003 to 2004 of 114 percent which is largely due to the increase in salaries mentioned above.   The increase is also due to an increase in forecast own source revenues of 22.3 percent from 2003 to the fiscal year 2004.  This increase in own source revenues comes as a result of more municipalities being certified to collect property tax. 

In fiscal year 2004, two funds have been approved as part of the General Grant. The first fund is used as an incentive for property tax collections and is estimated at €6,370,383 and the second fund is for capital municipal investment, in the amount of €6,700,000.

The number of staff employed in the fiscal year 2004 will 42,150 consisting of 5,990 in municipal administration; 29,045 in education; 6,136 in health; 738 in the Firefighters Unit and 241 staff members in Local Community Offices.

Background

In August 2000, UNMIK Regulation 2000/45 was passed into law.  This legislation gave municipal governments in Kosovo responsibility for providing a wide range of public services, including:   

· Managing municipal property; 

· Urban and rural planning and land use; 

· Licensing and regulating building and other economic development activities;

· Protecting the environment, providing public utilities, infrastructure and emergency services; and 

· Providing social services, housing, pre-primary, primary and secondary education and primary health services.

Shortly after Regulation 2000/45 was passed, municipal elections were held and by the beginning of 2001 freely elected municipal governments were established in all 30 of Kosovo’s municipalities.  

Although by January 2001 the framework had been established for the new municipal governments to begin exercising their responsibilities, none of the major municipal functions were devolved to local governments as outlined in the law.  At that point, municipal governments did not have sufficient revenues to support the important functions that were to be devolved.  During 2001, the Department of Local Administration working together with the former Central Fiscal Authority designed a two-part revenue system for municipalities to help support the new municipal functions.  This revenue scheme included a system of intergovernmental transfers and a system of own-source revenues.  For 2002, the central government then transferred to local governments’ responsibility for pre-primary, primary and secondary education and primary healthcare.  The transferred services were primarily supported by the intergovernmental transfer system established in 2001 with a general grant and special purpose grants for primary health care and pre-primary, primary and secondary education. Later in 2003, the central government also transferred responsibility for the Firefighters service.

Municipal Revenues

Table 18 below shows the intergovernmental transfers from the central to the municipal level of government from 2002 to 2006. Several points are to be made:  

Firstly, there was a large growth in the General Grant between 2003 and 2004.  The growth in the General Grant over the 2002 to 2006 is tied to the growth in the nominal budget ceiling for the central Government and provides a high level of stability and predictability in the total level of transfers.  This allows municipalities to take a multiyear view to budgeting and problem solving to properly plan for annual expenditures.  

Secondly, the Education and Health Grants are held constant allowing the General Grant and own source revenues to gradually become the major sources of financing for municipal services.  Own source revenues grew significantly from 2002 to 2003 and will continue to gradually increase for the period 2004-2006.  This growth rate reflects implementation of the pilot property tax program since 2002 which was expanded to all municipalities in 2003.  Property tax is expected to be the major source of own source revenues for municipalities in time.

	Table 9: Municipal Revenues By Source 
	
	
	

	(In Euro Million)
	
	
	
	
	

	
	
	
	
	
	

	 
	2002
	2003 (a)
	2004
	2005 (b)
	2006

	Special Purpose Grants 
	60.6
	77.1
	77.1
	77.1
	77.1

	   Education
	42.9
	61.9
	61.9
	61.9
	61.9

	   Health
	17.7
	15.2
	15.2
	15.2
	15.2

	     % of total revenues
	57
	55
	41
	41
	39

	General Grants (inc LCO)
	26.5
	36.3
	77.7
	77.0
	82.9

	Own Source Revenues
	19.6
	27.8
	34.0
	34.4
	37.1

	TOTAL, Revenues
	106.8
	141.2
	188.9
	188.5
	197.1

	 % of total revenues
	43
	45
	59
	59
	61

	% of total KGB (without OSR) 
	25
	25
	26.5
	26.5
	26.5


(a) General Grant excludes the firefighter’s service which has been transferred to municipalities in 2003.

(b) Revenue forecasts for 2005 estimate a reduction in the revenues from €619.3 million in 2004 to €617.1 in 2005.

Overall, Table 9 clearly shows that the proportion of total municipal revenues comprised of the General Grant and own source revenues gradually increases from 2004-2006 by 59-61 percent while the proportion of special purpose grants decreases from 41-39 percent for the same period allowing for greater flexibility in financing municipal services over time.

The General Grant

As mentioned above, the General Grant increased by 114 percent between 2003 and 2004, or from a level of €36.3 million to €77.7 million.  In 2004 an effort was made to distribute the General Grant across municipalities on the basis of “fiscal need” or on a per-capita basis modified by objective criteria that reflected cost differences in providing similar level of public services across all localities.  In addition, the General Grant funds the Local Community Offices, Gender Offices and the Firefighters Units.  

In 2004, funding was separated from the General Grant to provide for an incentive fund for property tax of €6,370,383 and a capital municipal investment fund of €6,700,000.  These funds will be distributed to municipalities during 2004.

Thus for 2004, the General Grant calculation has been refined.  For each municipality, the grant is calculated starting with the base level for previous year and adding the municipality’s share of the incremental increase in the grant from 2002 – 2003 through 2005.  This system provides a high level of stability and predictability.  Each municipality is at least assured that it will receive the baseline grant level from the previous year to properly undertake multiyear budgeting.  However, the system used to calculate the General Grant in 2004 has also been modified to provide an incentive to municipalities to effectively mobilize own source revenues and to deal with an anticipated change in population estimates.  Rather than basing the incremental increase from 2003 to 2004 solely on fiscal need, the total annual increment is divided into two components: one that is distributed according to fiscal need and a second that is distributed as an incentive for own-source mobilization.   

Special Purpose Grants to Municipalities

For 2004-2006, the special purpose grants are held constant at the 2003 level, allowing the general grant and own source revenues to gradually become the major source of financing for municipal services.

As in 2003, the 2004 special purpose grants for primary health care and for pre-primary, primary and secondary education are distributed across municipalities on the basis of need.  In the case of the grant for pre-primary, primary and secondary education, the €61.9 million is distributed primarily on a per-pupil basis with some modification for differential per-pupil costs related to special factors.  The distribution for 2004 differs only slightly from the 2003 distribution based on updated pupil enrollment data.  The grant for Primary Health Care is distributed exactly as in 2003 since no new municipal population data is available which could justify a change.  (For details on the distribution of the education and health grants by municipality, see Schedule 1)

	 Table 10:  Intergovernmental Transfers for 2003-2006 

	(In Euro Million)
	
	

	 
	2003
	2004
	2005
	2006

	General Grant
	36.3
	77.7
	77.0
	82.9

	Health Grant
	15.2
	15.2
	15.2
	15.2

	Education Grant
	61.9
	61.9
	61.9
	61.9

	   TOTAL
	113.4
	154.8
	154.1
	160.0

	Difference year to year
	-
	 37%
	-0.5%
	3.8%

	
	
	
	
	


Initiatives for cost-efficient public services in municipalities are part of the grants for primary health care and pre-primary, primary and secondary education, in nominal terms for 2004-2006. In general, there is an imbalance in the allocation of resources in many municipalities in key sectors – in fact, these objections were made by the Ministry of Finance and Economy and World Bank in June 2002. The main area of concern is over-staffing, especially in non-professional posts in both sectors. This is then followed by under-spending in goods and services in these sectors. By keeping the Health and Education Grants at a constant level and including all increases in the General Grant, this facilitates municipalities into having to make decisions on priorities regarding spending their General Grant and own source revenues.  

In 2003, a Grants Commission was established to make policy-level recommendations on the amounts of grants to be made from the central Government to municipalities during the 2004-2006 budget development process and beyond.  The Commission also has the responsibility to review and make recommendations on any necessary adjustments to the transfers during the mid-year review process.  The primary purpose of this high level working group will be to ensure maximum transparency and accountability in the preparation of the medium term budget of Kosovo as it relates to grants to municipalities and to provide high level consensus recommendations to the SRSG and Government.  The permanent members of the Grants Commission are the Prime Minister, the Minister of Finance and Economy, the Chair of the Budget and Finance Committee of the Assembly, one Minister appointed by a majority vote of the Government with three representatives of municipalities nominated by the Association of Kosovo Municipalities and approved by a majority vote of the Government.

Municipal Property Taxation and User Charges

Until the second half of 2001, the ability of municipalities to collect revenues from their own sources by levying taxes and by assessing fees and charges for municipal services was inadequately defined by law.  As a result, municipal own-source revenue collections were low and typically resulted from an array of taxes, fees and charges, some drawn from the old Yugoslavian system, some invented without a rationale.  The net result was a system which, on the whole, resulted in minimal revenue levels, offered significant possibilities for corruption, and did not generally promote economic development.

During the second half of 2001, the Department of Local Administration worked with the former Central Fiscal Authority to develop a two-part revenue system to address this issue.  In August 2001, an Administrative Instruction was promulgated providing a basic system of municipal user fees and charges based on service cost recovery.  In addition, a pilot property tax program was created in 2001 under UNMIK Regulation 2001/23 which authorized the voluntary participation of municipalities during 2002.  Most of the revenues collected both from the property tax and from the new user fees and charges were to go to municipal budgets.

For 2002 and 2003, property tax totaling €6.2 million was collected compared to a total of €26.8 million that was actually billed for collection. Property tax collections are projected to improve in 2004, based on the following elements: better information of the citizens, their increased awareness, enforcement of punitive measures against irresponsible taxpayers, completion of legislation etc. 

The Ministry of Finance and Economy has sponsored a Property Tax Law that will require all municipal governments to implement a property tax program. Collection of property tax is done in 27 municipalities certified in accordance with the Law on Immovable Property passed by the Assembly of Kosovo in April 2003. 

The law requires municipalities to be certified by the Ministry of Finance and Economy to issue tax bills and collect property taxes.  The Ministry of Finance and Economy conducts annual inspections to ensure continued compliance with the property tax law and standards set by Ministry of Finance and Economy.  Other highlights of the property tax law include municipalities being able to retain all property tax revenues and taxpayer rights being ensured under the law.

The Ministry of Finance has provided support to all municipalities in establishing permanent property tax programs in 2003.  Support will continue to include assistance in establishing permanent property tax offices in each municipality and issuing 2003-2004 tax bills. Ministry of Finance and Economy will also enhance and support software to implement and enforce the property tax law.  The Ministry will also train and support property tax enforcement in municipalities.  The following table shows actual municipal revenue collected and recorded in the Kosovo Consolidated Fund for 2003 and expected revenues for 2004-2006 by municipality (approximate estimates only).

Table 11: 2002-2006 Municipal Own Source Revenue Collections

(In Euro)

	No.
	Municipality
	2003            Actual       
	2004

estimate  
	2005 

estimate
	2006 

estimate

	1
	 Gllogoc 
	378,417
	408,808
	414,448
	444,632

	2
	 Fushë Kosovë 
	715,500
	1,002,417
	1,016,246
	1,096,995

	3
	 Lipjan
	573,816
	594,093
	602,266
	650,109

	4
	 Obiliq
	538,024
	362,169
	366,805
	395,759

	5
	 Podujevë 
	782,033
	1,161,886
	1,177,914
	1,271,509

	6
	 Prishtinë 
	4,029,840
	6,347,349
	6,434,912
	6,946,222

	7
	 Shtime
	222,903
	337,837
	378,994
	409,109

	8
	Dragash
	165,600
	370,299
	375,407
	405,236

	9
	Prizren 
	3,979,817
	4,660,733
	4,725,029
	5,100,474

	10
	Rahovec 
	729,965
	666,244
	675,435
	729,104

	11
	Suharekë
	918,680
	725,589
	735,598
	794,048

	12
	Malishevë
	432,868
	709,313
	650,416
	668,910

	13
	Deçan 
	330,737
	455,684
	461,971
	498,678

	14
	Gjakovë
	1,153,608
	1,788,179
	1,812,854
	1,956,906

	15
	Istog 
	687,553
	692,920
	702,479
	758,298

	16
	Klinë
	539,228
	724,338
	734,348
	792,708

	17
	Pejë 
	1,691,752
	2,092,454
	2,121,320
	2,289,876

	18
	 Leposaviq
	15,611
	90,839
	92,092
	99,409

	19
	 Mitrovicë
	1,053,054
	952,351
	965,489
	1,042,206

	20
	 Skenderaj
	334,110
	480,064
	486,686
	525,357

	21
	 Vushtrri
	481,868
	668,750
	677,976
	731,847

	22
	 Zubin Potok
	36,000
	98,253
	99,609
	107,523

	23
	Zveçan
	16,980
	104,816
	106,262
	114,705

	24
	Gjilan 
	2,034,248
	3,877,282
	3,930,770
	4,243,103

	25
	Kaçanik
	353,669
	588,771
	596,894
	644,323

	26
	Kamenicë 
	480,296
	506,212
	513,196
	553,974

	27
	Novobërdë
	3,816
	20,423
	20,705
	22,350

	28
	Shtërpcë
	68,697
	77,342
	78,408
	84,639

	29
	Ferizaj 
	1,534,275
	2,702,498
	2,739,779
	2,957,479

	30
	Viti 
	448,882
	696,087
	705,690
	761,763

	 
	    TOTALI
	24,731,847
	34,000,000
	34,400,000
	37,100,000

	 
	   % annual increase
	-
	37.5%
	1.2%
	7.8%


Financial Management Certification

After the 1999 conflict, all Municipalities were operating under UNMIK financial administration control in accordance with UNMIK Regulation 2000/45.  UNMIK Municipal Administrators approved and managed the annual budget and regulated all financial activities within the municipalities.  To ensure the eventual transition to local autonomy, Section 46 of Regulation 2000/45 required an independent auditor to certify that a municipality had adequate financial management systems and the human capacity to administer the systems before the central government transferred full financial management responsibility the local governments.

During 2002 and 2003, the Ministry of Finance and Economy visited each municipality to prepare them to be certified to assume more financial management responsibility.  The Ministry provided advice on an array of financial procedures and training in financial management (including the Treasury accounting system – FreeBalance), public procurement and budget development.

During 2002 and 2003, an independent auditor certified 29 of the 30 Municipalities to have adequate financial management competencies.  Responsibility was then formally transferred to these Municipalities under an SRSG Executive Decision.  Now that these 29 Municipalities have been certified, Ministry support will increase.  This will ensure they are assisted in the transition from UNMIK control to local autonomy. The Ministry will also work to certify the municipality of Novobërdë/Novo Brdo during 2004.   

The Ministry of Finance and Economy will continue to provide assistance to Municipalities in building capacity in financial management.   Until the Auditor General’s Office is established, it will also arrange the external auditing of the municipalities.   Continued capacity building is an important step in instituting economic and financial reforms at the local government level.

5. CENTRAL GOVERNMENT BUDGET

Provisional Institutions of Self-Government

ASSEMBLY OF KOSOVO

Mission

The role of the Assembly of Kosovo is to serve as the legislative body for the Kosovo Government, by conducting a policy for a democratic society.

Objectives 

Approval and harmonization of the domestic legislation with European and international standards and norms, through the adoption of laws, and oversight of ministries and other institutions responsible before the Assembly.

Aims

1. Approval and harmonization of the laws proposed in Assembly

2. Trainings and further qualifications for the local staff 

3. Further renovation and necessary infrastructure for the activities of the Assembly 

Strategy  

Development of close inter-party cooperation regardless of national or political bias, and close cooperation with the UN Administration, KFOR and European Union.

Regulations

Activities of the Assembly are based on the Constitutional Framework and UNMIK Regulation No. 2001/19.

 2004 Budget

The 2004 Kosovo Budget provides a total of €7,686,673 representing a 14.5 percent increase from the revised 2003 budget level of € 6,707,261 million. An increase in the number of administrative staff is planned in 2004, because of the increased number of Assembly Commissions and the increase in the number of advisers to the President of the Assembly. 

The projected expenditures will maintain current operating levels from 2003 while also funding the repair and renovation of office space in the Germia Annex Building.  This will provide additional office space for the administrative staff supporting the Assembly operations.

An increase is planned for subsidies and transfers of 4 percent, in order to continue the support to political parties.

  


          
 Assembly of Kosovo

 Table 1. By department

	Department/Program Activity
	2003

revised
	2004

approved
	2005 

estimate
	2006

estimate

	Assembly Members
	1,637,960
	2,321,312
	2,950,978
	3,365,871

	Assembly Staff/Administration
	3,080,261
	3,249,659
	4,575,021
	4,656,614

	President of Assembly
	139,540
	188,582
	217,095
	128,516

	Democratization Support Fund
	1,853,000
	1,927,120
	
	

	   TOTAL, Assembly
	6,710,761
	7,686,673
	7,743,094
	8,060,001

	% annual change
	38
	14.5
	1
	


Table 2. By economic category
	Department/Program Activity
	2004 Employees
	Wages and Salaries
	Goods and Services
	Subsidies and Transfers
	Capital Outlays
	Total

	Assembly Members
	120
	1,490,712
	730,600
	-
	100,000
	2,321,312

	Assembly Staff/Administration
	145
	50,646
	949,013
	-
	1,800,000
	3,249,659

	President of Assembly
	9
	61,352
	127,230
	-
	--
	188,580

	Democratization Support Fund
	--
	--
	--
	1.927.120
	--
	1,927,120

	TOTAL, Assembly
	274
	2,052, 710
	1,806,843
	1.927.120
	1.900.000
	7,686,673

	as a % of total funding
	 
	26.7
	23.5
	25
	24.7
	


OFFICE OF THE PRESIDENT

Mission

The President of Kosovo, in coordination with the Special Representative of the Secretary General (SRSG) is primarily responsible for the ceremonial representation of Kosovo and to undertake steps to collaborate with other national governments to further the interests of Kosovor citizens.  The President executes the duties and responsibilities of the Office in accordance with the Constitutional Framework and UNMIK Regulation No. 2001/19 establishing provisional self-government in Kosovo and other applicable laws.   The President is also responsible for appointing the Prime Minister, in consultation with the Political Parties.  At least once a year, the President presents a report on the general conditions in Kosovo to the Parliament and awards Medals and Acknowledgments.

Objectives   

· Develop relationships with the international community

· Provide information and transparency to the public on the activities of the Office 

· Support for the return policies as elaborated by UNMIK and UNHCR

· Support for activities in the improvement of living standards, reduction of unemployment and employment of youth with an emphasis on adequate representation of communities in employment.

Strategy

· Commitment to the rule of law and establishment of an adequate environment for foreign investments in Kosovo and commitment for a sustainable economic growth and efficient privatization.

· Cooperation and coordination of activities with the Assembly, Government and Civil Society, UNMIK, KFOR and EU.

· Promotion of regional integration and cooperation between members of the Stability Pact and the fight against organized crime within Stability Pact countries.  

Regulations

The President performs his duties and responsibilities in accordance with the Constitutional Framework and UNMIK Regulation No. 2001/19.

2004 Budget 

The 2004 Kosovo Budget provides a total of € 2.2 million for the Office of the President, an increase of 0.27 percent compared to previous year.  An increase of 32 percent is projected for 2005, and 2 percent for 2006 respectively.

For practical reasons, it is planned that the Cabinet of the President and the Office Administration comprise a single program, and an increase of employees with 6 new staff members has been planned, an increase in wages and salaries of 52 percent and the increase in goods and services for 26 percent. Whereas a reduction in capital spending for 17 percent has been planned, as compared to 2003. With the aim of a better exercise of the activities for the Office of the President, one of the aims is construction of the White House in 2004.

Office of the President

Table 1. By departments

	Department 
	2003

revised 
	2004

approved
	2005

estimate
	2006

Estimate

	Office of the President
	2,194,158
	2,200,000
	2,894,545
	2,937,112

	Total
	2,194,158
	2,200,000
	2,894,545
	2,937,112

	Annual change in %
	
	0.27
	31.5
	1.4


Table 2. by economic category 

	Department
	 2004

staff 
	Wages and salaries
	Goods and services 
	Capital spending 
	Total

	Office of the President
	     70
	  224,138
	827,862


	      1,148,000
	 2,200,000

	Total
	     70
	  224,138
	827,862


	      1,148,000
	 2,200,000

	% in Total
	
	  10 
	   38
	52
	100


OFFICE OF THE PRIME MINISTER
Mission

Under UNMIK Regulation 2001/19, the Kosovo Government consists of Prime Minister and nine Ministers. The Prime Minister’s Office is also within the Executive Branch of the Government.  The Prime Minister as well as the nine Ministers is assisted by political advisers which they select. The primary role of the Ministers is to determine and sustain the political direction of their Ministries.

The Cabinet of Prime Minister has a sector that includes political advisers in the following offices that comprise the Cabinet.

· Office for Legal Services

· Public information Office

· Office for good governance, human rights, equal opportunities and gender issues

· Office of Communities

· Commission for the appointment of functionaries 

· Office for Missing Persons

Budget 2004 

The 2004 Kosovo Budget provides a total of € 2.1 million for the Office of the Prime Minister and Prime Minister’s Cabinet expenses, a 30 percent decrease from the 2003 revised level. This decrease in the budget is because by the end of 2003 the Office of Missing Persons was subjoined to the Prime Minister’s Cabinet with the budget of € 2.0 million. An increase of about 53 percent respectively € 812,846 has been planned for 2005.

The 2004 Budget funding for the Office of the Prime Minister (€1,287,154 million) covers the expenses for 6 sub units within the Office.  The majority of the 2004 Budget funding is for the Prime Minister’s Cabinet (€ 812,846) for the Stability Pact and Inter-Ministerial Coordination offices.

A key challenge for the Office of the Prime Minister in 2004 will be to fully staff the offices with qualified civil servants while also establishing new offices within a relative short period of time.  The new offices will include 

1. Strategic Planning, 

2. Regional Cooperation 

3. European Integrations

4. Donor Coordination

5. Energy Office.

Office of the Prime Minister

Table 1. By department

	Department/Program
	    2003

revised
	   2004

approved
	    2005

estimate
	2006

estimate

	Office of Prime Minister
	  3,264,646
	1.287.154
	1,649,268
	1,787,493

	Prime Minister’s staff
	936,313
	812.846
	1,568,803
	1,758,502

	Total
	4,200,959
	2.100.000
	3,218,071
	3,545,995

	% of annual change
	
	-50.01
	53.24
	10.18


Table 2. by economic category

	Department/Program Activity
	2004 Employees
	Wages and Salaries
	Goods and Services
	Subsidies and Transfers
	Capital Outlays

	Office of Prime Minister
	147
	463,352
	573,802
	250,000
	1,287,154

	Prime Minister’s staff
	7
	178,265
	384,581
	250,000
	812,846

	Total
	154
	641,617
	958,383
	500,000
	2,100,000

	% in Total
	
	30
	46
	24
	100


MINISTRY OF FINANCE AND ECONOMY

Background

Pursuant to the Constitutional Framework, UNMIK Regulation 2001/19 and subsequent Regulations, the Ministry of Finance and Economy in 2003 has taken most of the duties and responsibilities of the CFA, including the responsibilities of Treasury and Tax Administration. Although the EFC of UNMIK Pillar IV will continue to advise the SRSG on fiscal practices related to reserved functions, including customs service, it is expected that all these functions will be performed by the Ministry of Finance and Economy in the near future.  

Role

The Ministry of Finance and Economy is responsible for the coordination and financial management of the Kosovo Budget, with particular emphasis on the consolidated budgets of all budget organizations. In addition, Ministry of Finance and Economy is responsible for developing and implementing fiscal policies and administrative systems, the implementation of the Treasury accounting system, and the Central Treasury and Tax Administration.

The specific roles of the Ministry of Finance and Economy include:

· Coordination of the development and execution of a balanced annual budget for all budget organizations of Kosovo;

· Development, promulgation, dissemination and implementation of a macroeconomic policy framework for the Kosovo Budget in the medium term;

· Development of multi-year budgets and long term public investment programs for and in coordination with budget organizations, coordination of matters relating to donor assistance and grant financing, and ensuring effective and transparent use of donor funds in accordance with agreed purposes and principles;

· Recording and reporting on the revenues and expenditures of the Kosovo Budget;

· Development and operation of a modern treasury and governmental accounting system;

· Conducting economic analysis and research and recommending changes in economic and revenue policies/strategies;

· Development and operation of a modern, transparent and accountable tax administration system;

· Development and operation of a modern, transparent and accountable internal audit function and system for all budget organizations to ensure compliance of KCB organizations with public expenditure rules, laws and procedures;

· Operations of the Independent Taxation Review Board;

· Operations of the independent board charged with the establishment of financial accounting standards for Kosovo, the Financial Standards Review Board; and

· Development, promulgation, dissemination and implementation of anti-fraud and corruption practices while ensuring the adoption of international accounting standards in the public and private sectors of the economy.

The Ministry will carry out its activities in close cooperation with the UNMIK administration during the period of transition to full self-government. It will act with the institutional integrity of a single finance ministry model during the transition. A transparent and accountable revenue and expenditure management and reporting system based on a unified Treasury and well-coordinated financial management decision-making process is a critical factor for the success of transition, and is currently being implemented.

For the most part, the Special Representative of the Secretary General retains significant powers over economic and fiscal policy matters which are exercised in consultation with the Economic and Fiscal Council (EFC), a joint Government-UNMIK oversight body.

Budget 2004

The 2004 Budget provides a total of € 14.2 million and 1033 full time equivalent (FTE) positions for the Ministry of Finance and Economy operations. 

The key issue for the Ministry of Finance and Economy in 2004 will be the hiring, training and retention of civil servants to fully staff the Ministry while continuing to establish the institutional framework for developing, planning and managing the finances of Kosovo. 

Table 1. By Department

	Department/Program
	2003 

revised
	2004 

approved
	2005 

estimate
	2006 

estimate

	Minister’s Office
	143,800
	170,386
	156,144
	158,147

	Budget Department  
	105,248
	152,987
	248,896
	218,386

	Municipal Budget
	142,424
	59,100
	65,559
	69,202

	Internal Audit
	
	223,620
	234,741
	230,378

	Treasury Department
	
	1,823,279
	1,791,630
	1,807,499

	Central Administration
	       3,450,110
	1,583,572
	2,089,872
	2,094,346

	Economic Policy Department 
	88,476
	117,112
	146,712
	127,415

	Tax Policy Department 
	
	69,308
	78,250
	76,699

	Tax Administration
	       8,000,000
	8,040,000
	10,149,984
	9,278,234

	Regional and European Integration Department  
	30,625
	116,838
	136,708
	131,013

	Property Tax Department
	
	120,185
	120,002
	88,002

	Public Procurement Regulatory Body
	
	401,914
	477,585
	528,399

	Independent taxation review board
	
	71,245
	93,858
	107,500

	Information Technology Department
	
	1,100,863
	963,542
	62,339

	Legal Office
	
	34,854
	42,731
	36,606

	Kosovor board for standards of financial reporting
	87,200
	60,941
	64,858
	77,000

	   Sub-total, Ministry of Finance and Economy operations
	
	14,146,204
	16,861,072
	15,091,165

	Estimation of war damages
	
	53,796
	66,318
	75,610

	  Total, Ministry of Finance and Economy  (with the program for estimation of war damages)
	          12,047,886
	14,200,000
	16,927,390
	15,166,775

	Annual change %  
	13.2
	 17.86
	19.21 
	-10.4


Table 2. by economic category

	Department/Program
	2004 staff 
	Wages and salaries
	Goods and services
	Capital expenditures
	Total

	Minister’s Office
	6
	49,566
	120,820
	
	170,386

	Budget Department  
	26
	79,487
	73,500
	
	152,987

	Municipal Budget
	12
	38,240
	20,860
	
	59,100

	Internal Audit
	25
	100,620
	83,000
	40,000
	223,620

	Treasury Department
	70
	200,866
	1,597,413
	25,000
	1,823,279

	Central Administration
	66
	157,900
	1,255,672
	170,000
	1,583,572

	Economic Policy Dept 
	19
	61,012
	56,100
	
	117,112

	Tax Policy Department 
	13
	42,536
	26,772
	
	69,308

	Tax Administration
	690
	2,615,412
	4,274,588
	1,150,000
	8,040,000

	Regional and European Integration Department  
	20
	65,738
	31,100
	20,000
	116,838

	Property Tax Department
	20
	71,185
	29,000
	20,000
	120,185

	Public Procurement Regulatory Body
	31
	99,466
	207,448
	95,000
	401,914

	Independent taxation review board
	4
	12,245
	59,000
	
	71,245

	Information Technology Department
	14
	47,263
	1,021,600
	32,000
	1,100,863

	Legal Office
	  6
	20,194
	14,660
	
	34,854

	Kosovor board for standards of financial reporting
	  4
	19,441
	41,500
	
	60,941

	   Sub-total, Ministry of Finance and Economy operations
	
	            3,652,895
	8,887,513
	1,552,000
	14,146,204

	Estimation of war damages
	  7
	28,276
	25,520
	
	53,796

	  Total, Ministry of Finance and Economy  (with the program for estimation of war damages)
	1033
	3,709,447
	8,938,553
	1,552,000
	14,200,000

	Annual change %  
	
	26.12
	62.94
	10.92
	


2004 PROGRAM ACTIVITY OVERVIEWS

The 2004 Budget provides total funding of €14.2 million and 1,033 full-time equivalent positions for the Ministry of Finance and Economy, which includes €14,146,204 million for Ministry of Finance and Economy operations and €53,796 for an estimation of war damage program.

Budget Department 

The 2004 Budget provides €152,987 for 26 full-time equivalent positions to support the Budget Department’s activities. The Budget Department will primarily be responsible for coordinating the development of the annual budget of all central government budget organizations and the long-term public investment program, and reporting on and overseeing the execution of the annual budget to ensure greater accountability in managing financial resources. 

Municipal Budget 

The 2004 Budget also includes €59,100 for 12 full-time equivalent positions for the Municipal Budget and Policy Department, which is primarily responsible for coordinating the development of the annual budget of all municipal budget organizations and their long-term public investment programs, and monitoring, reporting, and overseeing the execution of the 2004 municipalities’ budgets.  Starting 2004, both above mentioned Departments, will function with the common structure of the Kosovo Consolidated Budget.

Regional and European Integrations Department 

The 2004 Budget includes €116,838 for 20 full-time equivalent positions. The Regional and European Integrations Department is mainly responsible for the coordination, efficient and transparent use of donor funds in public investment projects and in accordance with the agreed objectives.

Tax Policy 

The 2004 Budget includes €69,308 for 13 full-time equivalent positions. The Tax Policy Department is mainly responsible for the conduct of surveys and economic analysis.

Property Tax 

The 2004 Budget includes €120,185 for 20 full-time equivalent positions. The Property Tax Department has €71,185 for wages and salaries, €29,000 for goods and services, and €20,000 for capital investments. The property tax unit operates as a separate unit within the Ministry of Finance and Economy and will be responsible for the implementation, oversight and control of the property tax in 30 municipalities in Kosovo. 

Economic Policy Department

The 2004 Budget includes €117,112 for 19 full-time equivalent positions. The Economic Development Department is responsible for the conduct of economic analysis and macroeconomic assumptions for the multi-year budget prepared by the Budget Department. 

Internal Audit

The 2004 Budget includes €223,620 for 25 full-time equivalent positions. The Audit Department is mainly responsible for the independent review of financial management procedures and serves as a tool for the collection of data and analysis for the management. This will be achieved through the evaluation of sufficiency, efficiency and the internal control system and the quality of management, in an independent and professional manner.

Procurement

The 2004 Budget includes €401,914 for 31 full-time equivalent positions. The Procurement Department is responsible for the efficient operation of procurement rules and procedures.

Treasury 

The 2004 Budget includes €1,823,279 for 70 full-time equivalent positions. The Treasury has been established within the Ministry of Finance and Economy and is responsible for the management of the Kosovo Consolidated Fund, donor funds and municipal revenues. Treasury will be led by the Treasury Director which is appointed by the SRSG, after the advice and agreement of the Minister of Finance and Economy. There are five sectors in the Treasury Department:

· Expenditures sector 

· Revenues sector 

· Donations sector 

· Capacity building sector 

· Accounting policy sector 

Central Administration 

The 2004 Budget includes €1,583,572 for 66 full-time equivalent positions. Central Administration for the moment provides the complete management of the budget for the Ministry, Human resources, procurement and corporate services. 

Office of the Minister 

The 2004 Budget for the Office of the Minister is €170,386, and of this, the goods and services amount is €120,820, and wages and salaries is €49,566.

Legal Office 

The 2004 Budget includes €34,854 for 6 full-time equivalent positions to support the activities of the Legal Office. 

Information Technology 

The 2004 Budget includes €1,100,863 for 14 full-time equivalent positions to support the activities of IT. Information Technology is responsible for the maintenance of computers and related activities. The main IT objective is building of a modern communications system. 

Tax Administration 

The 2004 Budget includes €8,040,000 for 690 full-time equivalent positions.  Tax Administration is one of the two main revenue agencies for the KCB.

The strategic objective of the Tax Administration is the administration of domestic taxes in Kosovo, with internationally recognized practices to provide a modern tax administration system.

Achievements so far include: 

· Implementation of the presumptive tax, profit tax, VAT, and personal income tax 

· Agent in the collection of Pension contributions 

· Information dissemination, education of taxpayers, increase in voluntary compliance 

· IT integration 

Kosovo Board on Financial Reporting Standards

The 2004 budget is €60,941. The Board is composed of two units: administrative and executive. 

According to UNMIK Regulation No. 2001/30 of 29 October 2001 which will be harmonized and updated, the Board is obliged to update (and if necessary, to change) accounting standards, ensuring they are in accordance with International accounting standards.

Independent Taxation Review Board 

The 2004 budget is €71,245.00 which comprises wages and salaries €12,245 and goods and services €59,000. Currently, the Independent Taxation Review Board is comprised of two pillars:

· Administrative part, comprised of three members 

· Executive part of 6 members, where three members are considered regular members and the other three as alternative members.

According to UNMIK regulation 2000/20 and the Administrative Direction 2000/7, the Independent Review Board has the obligation for the review of all appeals submitted by taxpayers, who are not satisfied with the decisions of the Tax Administration.  From 2004, the Board will also review appeals submitted by taxpayers who are not satisfied with the decisions of the Customs Service.

War Damages Evaluation Commission 

The 2004 budget is €53,796. The amount of €28,276 is for wages and salaries and €25,520 is for goods and services, and 7 positions to support the activities of the Commission.

MINISTRY OF PUBLIC SERVICES

The Ministry of Public Services is responsible for the development and implementation of policies and legislation within the scope of the Provisional Institutions of Self-Government relating to: local administration, civil service and personnel administration, Government office building standards and services, information technology and communication standards for civil/public administration.

The Ministry provides public services to the population of Kosovo both directly as well as supporting the activities of other Ministries.  The Ministry will achieve its overall strategic mission through the following key activities:

· Developing and overseeing the implementation of policies to develop a professional and accountable Kosovo government civil service to include training and development policies;

· Providing engineering and building management services for the institutions of self-government;

· Assisting in the administration and management of the central civil registry and database, including issue of ID cards, vehicle license plates, travel documents, birth and death certificates;

· Administering the civil service payroll and payment system;

· Supervising the collection, maintenance, analysis and publication of Kosovo Government official statistics; and

· Performing functions in the areas of local administration, judicial affairs and civil emergency preparedness.

Other Ministries and Departments, particularly the Ministry of Finance and Economy, the municipalities, training institutions, and the private sector will also participate in the development of this sector and implementation of its key activities.

Budget 2004

The 2004 Budget includes total funding of €8,786,036 million, a reduction of 22 percent as compared to 2003. Of the total funding provided, about 40 percent is provided to fund engineering and building management expenses for the central government’s facilities. An additional 15 percent or €2,720,000 is earmarked to provide local administrative services for municipalities including civil registration services and the central fire and emergency services activities. The balance of the funding of about €6,200,000 or 12.45 percent is primarily for information technology, public procurement, civil and public administrative services and central administration support.

Ministry of Public Services


Table 1. By department

	Department/Program Activity
	2003 Revised
	2004 Approved
	2005 Estimate
	2006 Estimate

	Civil Service Administration
	261.000
	208.797
	208.000
	208.000

	Information Technology
	1.998.000
	1.598.396
	1.598.000
	1.598.000

	Engineering and Building Management
	7.725.000
	7.368.790
	7.368.000
	7.368.000

	 Administration and Support
	2.465.000
	1.591.823
	1.676.000
	1.707.000

	Office of the Minister
	234.000
	187.703
	190.000
	192.000

	Kosovo Cadastral Agency
	2.167.000
	564.506
	504.000
	504.000

	Kosovo Statistical Office
	1.000.000
	1.568.433
	2.024.000
	1.524.000

	Public Procurement Agency
	199.000
	159.200
	159.000
	159.000

	Kosovo Institute for Public Administration
	400.000
	479.643
	484.000
	505.000

	Local Administration department
	3.400.000
	2.720.000
	2.720.000
	2.720.000

	Emergency Management
	3.013.000
	2.338.745
	2.370.000
	2.384.000

	Total 
	22.862.000
	18.786.036
	19.301.000
	18.869.000

	Annual change %
	22
	-18
	3
	-2


Table 2. By economic category

	Department/Program
	2004

employees
	Wages and salaries


	Goods and services
	Capital expenditures
	Total

	Civil Service Administration
	55
	165,000
	43,385
	0
	208,797

	Information Technology
	76
	203,892
	1,294,504
	100.000
	1,598,396

	Engineering and Building Management
	83
	230,756
	2,479,510
	4.658.521
	7,368,790

	 Administration and Support
	130
	279,865
	1,191,958
	120.000
	1,591,823

	Office of the Minister
	18
	92,107
	95,596
	0
	187,703

	Kosovo Cadastral Agency
	66
	181,767
	382,739
	0
	564,506

	Kosovo Statistical Office
	140
	361,078
	1,127,355
	80.000
	1,568,433

	Public Procurement Agency
	19
	64,977
	94,223
	0
	159,200

	Kosovo Institute for Public Administration
	20
	67,574
	187,069
	225.000
	479,643

	Local Administration department
	470
	1,098,876
	1,277,024
	344.100
	2,720,000

	Emergency Management
	97
	242,270
	306,058
	1.790.417
	2,338,745

	Total 
	1.174
	2,988,577
	8,479,421
	7.318.038
	18,786,036

	% in total
	
	16
	45
	39
	100


With the following organizational structure, Ministry of Public Services has completed its activity in covering of all segments of public services, in order to provide more qualitative and more efficient services for citizens of Kosovo.

· Five departments:

· Department of Civil Administration,

· Department of Information Technology

· Department of Building Engineering and Management

· Department of Local Administration 

· Department of Central Administration

· Three agencies:

· Kosovo Cadastral Agency,

· Kosovo Statistical Agency

· Kosovo Public Procurement Agency

· One institute:

· Institute of Kosovo Public Administration

· One division:

· Division for Emergency Management

Program activities review for 2004

Building engineering and management

Main activity of this Department will be directed to project completion for capital projects, repairing and adaptation of existing buildings, in order to provide sufficient space with high standards for administration of provisional institution of self-governing in Kosovo. As a priority project will be reparation and adaptation of “Rilindja” complex, with regulation of infrastructure, parking places and surroundings, as well as adaptation of “Bankos” building together with accompanied objects. Adaptation and reparation of these buildings, includes also, their general security in all aspects, and particularly fire safety and securing of surrounding with parking places and other municipal infrastructure. Must be emphasized that for reparation of these buildings funds were provided also from several donors, ex. in 2002, for reparation of “Bankos” building were reserved €6,500.000, funds unspent in 2003 and carried forward in this year.

Department of Information Technology

Budget of €1,598.396 of Information Technology Department, shall be dedicated in supporting of supply with internal equipment of Information Technology (IT), for civil servants in Kosovo, in both Central Administration and municipal administration. Budget funds shall be spent on wide area network funding in order to connect local administrations in Kosovo with the network of Metropolitan areas, to connect main buildings in Pristina. As continuation of IT activities, will be a work for installing of Telephone System PABX/PBX, for all government buildings, as one safe information storage as well as central archive

Department of Local Administration 

Primary role of this Department is arrangement of local governments and municipal activities creating and developing legal policy and environment, where municipalities can operate efficiently and effectively.

Major challenge this Department must face is the continuous development of municipalities with completely functional elected bodies and one municipal civil service, supported by adequate infrastructure, capable to provide services standards that everyday more and more are expected from this department through wide activity of responsibilities.

For completion of activities on its field, in this year for this Department are granted budget funds in value of €2,720.000

Kosovo Cadastral Agency

Budget for this year, is in value of €564,506 with 66 equivalent positions with full working hours. Also in this year, the agency will continue its mission in re-foundation and reforming of property registration and information system in Kosovo. With funds granted from budget, main activities of Agency will continue including  providing of technical assistance and management of information cadastral system development, creation of cadastral data-base, equipping and training of municipal cadastral officers as well as coordination of practices and procedures of municipal cadastral offices working with local administration unit within the Ministry. 

Kosovo Statistical Agency

For funding of agency activity, in this year from budget are granted €1,568,433 or €568.433 more than in previous year.  This funding will support Agency in completion of strategic mission for development and maintenance of one reliable database of demographic and economic statistics, as well as funding of few most important preparation activities for starting of civil registration. Funding will also support operating costs of Agency in Pristina as well as six regional offices placed in Prizren, Pejë, Mitrovicë, Gjakovë, Ferizaj and Gjilan. These offices are responsible for wide range of statistical programs and these programs includes development of assessments for national accounts, production, employment and data’s for prices, questionnaires for domestic incomes and expenditures, demographic data’s and social statistics. In the Agency regarding professional aspect is anticipated increasing of technical capacities for local staff in order to complete programmed activities in most efficient manner, therefore in this regard will be funded additional trainings for local staff.

Procurement Agency

Budget funds for this year, in the value of €159.200, shall enable Agency to finish its function focused on monitoring of procurement subjects, for consistent implementation of Law on Public Procurement in Kosovo, to offer advices if it is necessary and to get involved in expertise’s for procurement subjects.

Department of Civil Administration

From 2004 budget, are granted €208.800 or €52.200 less than in previous year. With budget funds for this year, shall be supported development of sound policies for capacity building, training and implementation of multi-ethnic, professional, apolitical and responsible civil service. Support shall have also Human Resources Unit in capacity building of Kosovo Civil Service through implementation of training Policies, using existing training center, while unit for salaries and payments shall be supported in improvement of system in the sense of further modernization.

Public Administration Institute of Kosovo
Major goal of this institute is to provide trainings for civil servants, in both central and local level, in order to support capacity building within public administration and Civil Service in Kosovo. Institute activity as an objective will have advancing of qualification and professional capabilities for civil servants in order to improve their performance. To achieve these objectives, for this year are granted funds in value of €479.643.

Division for Management of Emergencies

From special unit functioning within the Local Administration Department, in 2003, was created special Division for Management of Emergencies, with specific goal to intervene in cases of elementary disaster of different kind. For functionality of this Division, in this year from budget are granted €2,338.745.

Regulations

Conduction of activities by the Ministry is based on UNMIK Regulations, and from those we are mentioning: Regulation No 2001/36, on Civil Service in Kosovo, Regulation No. 2001/19 on Execution Branches, and Regulation No. 2000/45 on Municipalities Self-Government. Approved Laws from Kosovo Assembly, such are Law on Public Procurement of Kosovo, Law on Public Finance Managing and Accountability and other laws that are undergoing through regular procedures. Off course, activities of the Ministry are based on Instructions from UNMIK and Provisional Institutions for Self-Government of Kosovo.

MINISTRY OF AGRICULTURE, FORESTRY AND RURAL DEVELOPMENT

Mission

Mission of the Ministry of Agriculture, Forestry and Rural Development is to facilitate structural changes in rural economy and to create framework and supporting economical mechanisms for creation of new places of job through improvement of both agriculture and rural development in Kosovo.

Objectives

The general objective of Ministry of Agriculture, Forestry and Rural Development is the creation of a legal and institutional framework in order to advance transition from ex-communist economy into free market economy. Considering the fact that 60 percent of the population lives in rural areas and most of them are unemployed, the aim of the Ministry is to create activities for revenue generation and diversification of cultures toward higher value products in order to cover best part of domestic demand for consumable articles. Also, strategy seeks for opportunities of regional market as well as EU market and creates food chain from the farm up to final food products. 

Goals

Plant Production

The main goals in Plant Production are:

· Improving productivity through promoting high potential varieties, improving management practices and using fertilizers and pesticides

· Creating legal framework and adequate environment

· Initiating long-term programs for capacity building

· Creating, maintaining and expanding international relationships and cooperation with technical institutions dealing with production and protection of herbs

· Providing institutional support

· Providing consultancy services and technical support

· Adopting of cultivation system that is sound in environment aspect and stimulates participation approach. 

Animal Production and Health

The main goals of Animal Production and Health are:

· Promoting genetically high potential and productive races through using of adequate technology in animal production

· Decreasing of animal concentrated food

· Providing of animal food through detailed animal food quality control, in order to have healthy and productive animals

· Strengthening of capacity building for staff and farmers

· Creating new job places, higher revenues and decreasing poverty through animal production development.

Rural Development

The main goals of Rural Development are:

· Improving of food providing, revival of agricultural sector, using of land in sustainable way and improving results in agriculture

· Increasing rural revenues through increased employment outside of farm and through creation of adequate environment for rural finance and micro-business development that leads to increased participation in public/private sector in agriculture, agro-manufacturing and other small businesses outside from the farm

· Developing human resources and strengthening civil freedom for community through increasing self-confidence, analytical abilities and empowering the rural community

· Improving of rural infrastructure and public services, this will improve life and work quality in rural community and will contribute in economic growth.

· Improving of life and work quality as well as position of rural women.

· Preserving cultural heritage leading to social/cultural development. 

Kosovo Agricultural Institute

The main goals of the Kosovo Agricultural Institute are the reorganization of Institute in Peja; determination of new working program; and the completion of laboratory equipment and model farm organization in order to achieve potential within the Ministry in the service of Kosovo agriculture. The Institute must offer technical and scientific support for the ministry in the area of plant cultures production, seed testing, laboratory analysis for agricultural inputs products and food with plant origin; except basic agricultural researches, training and distribution of technical information’s.

Strategy

Agricultural and rural development strategy seeks decreasing of unemployment, creation of new opportunities particularly through diversification of agricultural and non-agricultural activities in rural areas. Main target in short and medium term period are half existent farmer families’, considering reality and necessity to advance them in more commercial agriculture or possible change of other activities with development of manufacturing capacities, marketing and other professions related to agricultural and rural activities.

Other aims include:

· Defining of policies for land transformation and eventual consolidation, especially in cooperation with development of land market, privatization of social owned enterprises in agricultural sector and adequate defining of land ownership

· Avoiding direct subsidies for farmers and stimulations for revival of sub-sectors with comparative advantages through differenced tax policies for agricultural inputs and capital goods

· Aim to fulfill requests of country through higher domestic production of food products.

· Direction toward regional market and exporting of specific products in European Union

· Increasing of production, identification of sub-sectors with comparative advantages, particularly livestock production and production of fruits and vegetables

· Advancing of food chain integration: producing, processing, trading and services for farmers

· Supporting of activities that generates revenues in rural areas and facilitation of approach in capital investments

· Advancing of sustainable land using in order to increase food production ad improvement of environment security

· Contribution on development of integrated policy for land management including dividing land into zones and protection of agricultural land

· Redefinition of public administration law, mainly as regulatory and contribution for cooperation development between Central Government and Municipalities

· Opportunity identification for private businesses and civil society organizations, opening of possibility for lobbing, counseling and supporting in formulation of policy in agricultural sector.

Regulations

Law on Kosovo Forests, No 2003/6 on date March 20, 2003;

Law of Kosovo for Seeds, No 2003/10 on date April 15, 2003;

Law on Farmers Cooperatives, No 2003/9 on date June 23, 2003;

Law on Fertilizers, No 2003/22 on date June 23, 2003;

Law on Pesticides, No 2003/20 on date December 8, 2003;

Project-laws

Project-law for Veterinary

Project-law for nursery plant materials

Project-law for Livestock production

Project-law for agricultural lands irrigation

Project-laws actually in preparing: 

Project-law for herb variety protection

Project-law for Agricultural Lands

Project-law for Hunting

Budget 2004

2004 Budget for Ministry of Agriculture, Forestry and Rural Development provides amount in value of €2,500,000, for 10 Ministry Departments that shows an increase of 9 percent in comparison with previous year, including Kosovo Agency for Food Control created at the end of 2003. Also in 2004 Ministry number of staff will increase by 12 additional employees, while budget portion in value of €1,225,750 or 49 percent of total budget will be dedicated to wages and salaries category, for 513 employees.

Ministry of Agriculture, Forestry and Rural Development

Table 1. By departments

	Departments
	2003 

corrected
	2004 

 approved
	2005 

 estimated
	2006 

estimated

	Plant Production and Protection Services
	          112,751 
	        140,363 
	        212,986 
	         233,286 

	Animal Production
	          104,792 
	        101,733 
	        122,214 
	         136,153 

	Kosovo Forest Authority
	          744,466 
	        836,807 
	        986,845 
	         964,317 

	Rural Development
	          139,315 
	        145,624 
	        164,925 
	         178,636 

	Agriculture Institute of Peja
	          135,780 
	        161,583 
	        218,079 
	         239,931 

	Policy Unit/Advisory
	           63,040 
	        114,318 
	        141,136 
	         152,743 

	Central Administration
	          605,520 
	        412,750 
	        631,457 
	         841,314 

	     Central Admin
	          127,294 
	        135,260 
	        178,120 
	         208,614 

	     Office of the Minister
	          144,952 
	                 -   
	                -   
	                 -   

	     Office of the Permanent Secretary
	           98,210 
	        120,330 
	        114,704 
	         130,245 

	Office of Public Forests and Forest Land
	           23,880 
	        171,725 
	        185,321 
	         204,297 

	Agricultural Statistics
	 0
	        159,507 
	        211,232 
	         241,648 

	Total
	       2,300,000 
	2,500,000
	     3,167.032 
	      3,531,184 

	Annual change in %
	
	9
	27
	11


Ministry of Agriculture, Forestry and Rural Development

Table 2  by economic category

	Departments
	2004 Employees
	Wages and Salaries
	Goods and Services
	Capital Investments
	Total



	Plant Production and Protection Services
	25
	           71,363 
	   36,000   
	            33,000 
	140,363

	Animal Production
	16
	           41,833 
	        24,900
	            35,000 
	101,733

	Kosovo Forest Authority
	341
	          700,707 
	        103,100
	            33,000 
	836,807

	Rural Development
	23
	      59,674 
	       63,950
	        22,000 
	145,624

	Agriculture Institute of Peja
	32
	      72,183 
	      89,400
	                  -   
	161,583

	Policy Unit/Advisory
	15
	      55,368 
	    38,950
	        20,000 
	114,318

	Central Administration
	25
	      62,340 
	  319,410
	        31,000 
	412,750

	     Office of the Minister
	6
	 64,260 
	     46,000
	25,000 
	135,260

	     Office of the Permanent Secretary
	0
	                  -   
	     0            -   
	                  -   
	-

	Office of Public Forests and Forest Land
	5
	           15,790 
	    84,540
	            20,000 
	120,330

	Agricultural Statistics
	19
	      61,725 
	      50,000
	        60,000 
	171,725

	Food control Agency
	6
	           20,507 
	    44,000
	            95,000 
	159,507

	Total
	513
	 1,225,750 
	900,250
	374,000
	2,500,000

	%  in Total
	
	49
	36
	15
	100


MINISTRY OF HEALTH

Mission

The mission of the Ministry of Health is to develop and provide efficient system of high quality health services for fulfilling of needs for entire population in Kosovo, regardless ethnical background, religion or sex, and to improve general health status through:

· Development of policy and professional advise for health services: providing good professional advise for policy, regulation and standards development regarding public health services as well as prevention and curing services;

· Strategic Management: providing managing framework for sustainable health service development that can be improved continuously, while supporting them through development of human capacities, quality management, investment coordination and informative systems; and

· Operative management: providing qualitative and profitable health care public services in all health institutions that reports to the Ministry.

The Ministry will fulfill these duties by undertaking the:

· Development of policy, legislation implementation and setting in place adequate instructions, directions and standards, professional moral increasing of employees providing adequate stimulation, efficient management of available public resources in health sector

· Supporting of initiatives for increasing of own-source revenues for funding of necessary health services. 

Objectives and Goals Framework

The objectives and goals explain the Ministry of Health’s intentions to achieve an effective impact on the quality of the health of Kosovo’s citizens. Developing of universal objectives, and focusing ideas on selected priority goals for undertaking immediate actions, it will help all sectors in conducting of its activities in more coordinated and efficient manner. 

This framework of objectives and goals will impact in all processes of health sector, including needs assessment, assigning of priorities, source allocation, result monitoring, estimation and planning of services, development of human resources, information systems and inter-sectional coordination.

Objectives

· Decreasing of incidence and unfavorable impact of transmittable and non-transmittable diseases 

· To improve mother’s and child’s health

· To implement activities of Health Promotion and to advance healthy ways of living

· To decrease in-equalities in health status

· To improve mental Health

· To support programs for healthy environment and for prevention of injuries

· To present institutional reforms and improvement of managing practices in health system. To implement primary health care services through approach of Family Medicine.

Goals

· To decrease incidence and impact of infectious diseases including TBC and AIDS

· To decrease incidence and impact of cardio-vascular diseases

· To decrease incidence and impact of cancer

· To decrease incidence and impact of diabetes

· To improve oral health

· To decrease mortality and morbidity of children’s under age five

· To decrease maternal mortality and morbidity 

· To improve immunization

· To decrease smoking

· To increase level of physical activities

· To prevent drug addiction and dangerous behavior, especially focused on young age population

· To provide health services accessible and adequate for the people who belong to lower social-economic level

· To provide health services accessible and adequate for minority groups

· To stop and to start decreasing of incidence and impact of mental illnesses

· To stop the rate of suicide and suicide attempting

· To improve healthy physical environment

· To improve healthy social environment

· To decrease rate of accident incidence

· To implement primary health care services through approach of Family Medicine

· To improve health public services through re-organization of public health institutions

· To improve management with human resources

· To improve financial management

· To implement legal and regulatory framework  

· To improve drug and medical equipment management

· To implement capacity for policy and planning, research and quality of health services

· To integrate completely health services in minority areas within health system of Kosovo

Strategy

In Kosovo significant problem exists with a special importance for the health of Kosovo citizens. These health issues are categorized as essential problems for citizens and generally are very important for public health. Therefore, assigning of priorities in health sector will help to focus all our efforts and energy for most urgent health needs of our citizens.  However, this doesn’t mean that we will leave aside other health needs and objectives. So, all the coordinated efforts based on health needs will be done in order to progress as quicker as it’s possible to achieve our objectives in health sector. Wide discussion has taken place for analyzing of health needs in Kosovo, and on that base Ministry of Health could identify four urgent priorities for 2004

1.   Development of legal and regulatory framework in Ministry of Health

2.   Improvement of management for drugs and medical equipment

3.  Reorganization and reforms in National Institute for Public Health and of public health services

4.   Improvement of finance and procurement management in health sector

Regulations and Administrative Instructions 

Law on Health in Kosovo

Law on Sanitary Inspectorate

Law on medical products and medical equipment

Administrative Instruction for Health 7/2001 Health services revenues

Administrative Instruction for Health 13/2002 Master Plan for health facilities

Administrative Instruction for Health 2003/04 on licensing of pharmacies in Kosovo

Administrative Instruction for Health 2003/11 on licensing and reporting of operation with prosecutor in Kosovo

Administrative Instruction for Health 05/2003 Co-payments from health service users

Administrative Instruction for Health 06/2003 Payment for warranties and working in night shift and stimulating compensations for work in remote health points as well as anesthesiology and intensive care services 

Administrative Instruction for Health 7/2003 Program implementation for overseas medical treatment 

Administrative Instruction for Health 15/2003   Payment of professional experts and operative commissions

Administrative Instruction for Health 16/2003 Basic Professional Education and Licensing exam for health workers

Administrative Instruction for Health 17/2003 Specializing Postgraduate Education

2004 Budget

Kosovo Consolidated Budget in 2004 for Health ministry has provided total amount in the value of €49,845,423 and approximately 7,927 working places with full working hours.

Budget of Health Ministry together with Primary Health Care Budget in the value of €20.140.277 governed by municipalities, reaches the total of €69,985,700. Responsibility for distribution and management of Primary Health Care budget are completely rights of Municipalities based on local government autonomy and Ministry of Finance.

For 2004 Ministry of Health designed new budget structure distributed on 24 budgetary spending programs.

New budget entities added are these organizations: Ferizaj Hospital, Vushtrri Hospital, Dental Clinics; National Institute for Blood Transfusion; and Doctors on Specialization.  To avoid overstaffing Ministry of health took numerous measures and also to eliminate salary deficit in 2004. Also, in 2004s added budgetary program Doctors on Specialization to provide funds for specialization of health staff.

Institute of National Health and Mental Health distributed their budget based on their priorities where can also easier control and manage expenditures of budgetary funds.  Also, Ministry of Health generates revenues from co-payments supported by administrative instruction on co-payments and night shift work. Ministry of Health generates other revenues as well, and these funds are deposited in joint fund of incomes in Ministry of Finance. For this type of incomes a specific regulation will be issued soon, in cooperation with Ministry of Finance.

Ministry of Health

Table 1. By departments 

	Department/Program
	2003

corrected
	2004

approved
	2005

estimated
	2006

estimated

	     Pristina University Hospital
	14.083.636
	12.896.622
	14.155.453
	15.877.476

	     Gjilan Regional Hospital
	1.648.962
	2.000.133
	2.196.257
	2.464.449

	     Prizren Regional Hospital
	2.441.708
	3.365.328
	3.722.386
	4.232.681

	     Gjakova Regional Hospital
	1.756.974
	2.179.026
	2.388.579
	2.671.320

	     Peje Regional Hospital
	1.823.236
	2.199.409
	2.409.893
	2.693.603

	     Mitrovica Regional Hospital
	1.578.746
	1.716.528
	1.910.057
	2.191.741

	     Ferizaj Regional Hospital
	
	562.636
	614.092
	680.240

	     Vushtrri Regional Hospital
	
	788.676
	859.272
	950.015

	Dental Clinic
	
	639.602
	697.606
	770.900

	     Primary Health Care
	2.000.000
	1.601.532
	1.853.609
	2.261.039

	     Institutes for Public Health
	999.782
	1.296.010
	1.413.061
	1.561.439

	     Overseas Medical Hardship Treatment
	1.000.000
	1.000.000
	1.250.000
	1.500.000

	     Kosovo Mental Health Services
	1.498.226
	1.931.249
	2.181.611
	2.566.792

	     Pharmaceuticals Program
	13.250.294
	10.023.000
	10.500.000
	10.700.000

	     Occupational Health Program
	380.000
	437.822
	486.873
	558.643

	     Nursing Division
	118.222
	109.278
	120.914
	136.449

	     Minorities Health Program
	587.008
	604.245
	659.457
	726.680

	Blood Transfusion Institute
	
	800.493
	919.293
	1.111.310

	Central Administration
	4.011.926
	2.668.847
	3.104.429
	3.841.754

	     Health Care Commission Agency
	193.496
	126.243
	138.755
	155.213

	     Kosovo Drug Regulatory Authority
	2.070.096
	311.707
	343.532
	385.323

	     Other Programs
	543.896
	355.042
	389.194
	432.255

	     Office of the Minister
	143.792
	147.880
	161.274
	178.630

	Doctors on Specialization
	
	2.084.115
	2.211.321
	2.347.187

	Total
	50.130.000
	49.845.423
	97.138.956
	102.062.681

	Annual change in %
	
	0.6
	95
	5


	Department/Program
	2004

Employees
	Wages and Salaries
	Goods and services
	Subsides and transfers
	Capital Expenditures
	Total

	     Pristina University Hospital
	3.143
	5.636.622
	4.750.000
	
	2.510.000
	12.896.622

	     Gjilan Regional Hospital
	486
	857.787
	752.346
	
	390.000
	2.000.133

	     Prizren Regional Hospital
	746
	1.315.492
	1.186.836
	
	863.000
	3.365.328

	     Gjakova Regional Hospital
	536
	946.990
	842.036
	
	390.000
	2.179.026

	     Peje Regional Hospital
	561
	969.137
	840.272
	
	390.000
	2.199.409

	     Mitrovica Regional Hospital
	321
	565.569
	649.415
	
	501.544
	1.716.528

	     Ferizaj Regional Hospital
	137
	241.156
	248.980
	
	72.500
	562.636

	     Vushtrri Regional Hospital
	207
	365.426
	323.250
	
	100.000
	788.676

	Dental Clinic
	137
	264.124
	302.978
	
	72.500
	639.602

	     Primary Health Care
	10
	21.532
	650.000
	
	930.000
	1.601.532

	     Institutes for Public Health
	280
	551.010
	595.000
	
	150.000
	1.296.010

	     Overseas Medical Hardship Treatment
	
	
	
	1.000.000
	
	1.000.000

	     Kosovo Mental Health Services
	203
	439.249
	700.000
	
	792.000
	1.931.249

	     Pharmaceuticals Program
	
	
	10.023.000
	
	
	10.023.000

	     Occupational Health Program
	83
	154.619
	153.203
	
	130.000
	437.822

	     Nursing Division
	12
	25.838
	63.440
	
	20.000
	109.278

	     Minorities Health Program
	117
	204.245
	350.000
	
	50.000
	604.245

	Blood Transfusion Institute
	54
	104.993
	255.500
	
	440.000
	800.493

	Central Administration
	113
	326.053
	492.794
	
	1.850.000
	2.668.847

	     Health Care Commission Agency
	15
	42.243
	64.000
	
	20.000
	126.243

	     Kosovo Drug Regulatory Authority
	31
	86.907
	174.800
	
	50.000
	311.707

	     Other Programs
	60
	109.454
	204.388
	
	41.200
	355.042

	     Office of the Minister
	15
	67.880
	60.000
	
	20.000
	147.880

	Doctors on Specialization
	660
	1.624.115
	460.000
	
	
	2.084.115

	Total
	7927
	14.920.441
	24.142.238
	1.000.000
	9.782.744
	49.845.423

	Annual change in %
	
	30
	48
	2
	20
	100


Ministry of Health
Table 2. By economic Categories

Program activities

Hospital health services

Hospital health services are one of key and most important chains for general development of health in Kosovo and Health Ministry as well. Organizational structure of hospitals is created in that way to cover entirely Kosovo regions and is in continuous qualitative and quantitative capacity building. This is possible through investments done until now and also through continuing with donations planned for 2004. On 2004 number of Hospitals is increased by adding Ferizaj Hospital and Vushtrri Hospital.

University Clinical Center

University Clinical Center of Kosovo is main institution for providing of tertiary services and care.

UCC in 2004 will manage €12,896,622 from Budget of Health Ministry. Total number of employees will be 3143. Important role will have capital investments as well with amount of €2,510,000, where are anticipated lots of projects based on Master Plan approved earlier. Also, in increasing of capital investment impact will have carried forward funds from previous year in Cardio surgery field.  UCC is open also for funds that will come from donors. At the same time approved Master Plan gives better chances for investments based on detailed projects

Regional Hospitals

2004 Budget for Regional Hospitals provided amount in the value of €13,451,338 distributed in seven hospitals (Prizren, Peja, Gjakova, Mitrovice, Gjilan, Ferizaj and Vushtrri).  Main approach in these hospitals budget will be professional capacity building, working in infrastructure, buildings, equipments and medical technology as well as correction and regulation of human resources, trainings and other professional preparing. Also in regional hospitals is predicted big number of donor investments.

Primary health care

Since 2002 Primary Health Care is in authority of municipalities based on local government authority. However, recognizing the importance of PHK, Ministry of Health provided from budget amount in value of €1,601,532 as additional support mainly for development of Family Medicine and other indicators with impact in Primary Medicine.

Institute for Public Health

Institute for public health is responsible for public awareness regarding main diseases (such are Tuberculosis and AIDS). Also, supplies other services of public health such are preventive care education or in immunization campaign and currently is controlling agency for water quality, food products, sanitary products and environment. IPH budget for 2004 is €1,296,010. IPH is distributed through the regions where budget is distributed on priority bases based on number of population.

Overseas Medical Hardship Treatment

In 2003 Ministry of Health having on mind impossibility for some medical treatments to be done in Kosovo, for patients who offer the facts for their inability to do medical treatment abroad granted considerable amount from budget to make possible achievement of this goal. Priorities in this program are diseases impossible to be treated in Kosovo.

Kosovo Service for Mental Health

In Kosovo Service for Mental Health investments started immediately after the end of the war mostly from donors, while in 2003 MH allotted specific code for financial support. Mental Health in Kosovo is very specific; thereupon treatment and restructuring are adapted to the best managerial way. It is organized in the regions and central level

Pharmaceuticals program

Pharmaceuticals Program is specific activity of Health Ministry where they grunted considerable amount in the value of €10,023,000. Pharmaceutical Program creates priority list for essential drugs, drug management and improvement of pharmaceutical supplies.

Occupational health Program  

Medical Professional Service works in limited number of economic sectors covering partially labor force. Goals of this service are expansion for risk prevention and control in working environments.

Nursery Unit

Nurses and midwives are largest group within health sector. Nursery Unit intends to increase range of nurses and midwives activities in all health sector fields. A specific approach will be done in field of professional knowledge through trainings.

Minority Heath Program

Special approach of Health Ministry is dedicated to health services offerings on base of equality and non-discrimination for all Kosovo citizens. This new program will ensure that Primary Health Care must be offered to Municipalities with mixed population and supports care objectives of secondary character providing medical services in minority zones. 

National Institute for Blood Transfusion

Blood Transfusion is very specific sector in health care. Until now financial support was done through UCC budget line. From the 2004 budget of Health Ministry for this year are granted €800,493.

Department of Civil Administration

From this budgetary organization is predicted support for all internal activities of Health Ministry, Departments and CHA dealing with capacity building, improvement and progress of work in general. Also through this budget line is currently supported development of information system in health as one of main priorities of Health Ministry.

Health Care Commission Agency
This agency is currently on creation despite lots of difficulties to start its function. There is a huge support from donors, particularly from World Bank. In 2003 this agency developed few Pilot Projects while in this year will advance full development.

Drug Regulatory Authority

Drug Regulatory Authority is key institution in the field of drug policy, drugs registration and drug quality control. Key responsibility of this agency is ensuring of rigorous control of quality and quantity of drugs.

Other Programs

In this division are included all programs requiring specific treatment and continuous development. Here are included AIDS, TBC, Tele-Medicine and all other programs that Ministry thinks to develop in the nearest future. 
Office of the Minister

From this program are supported activities and expenditures of Ministers Office and its staff.

Doctors on Specialization

From this program specifically will be supported doctors on specialization and boards.

MINISTRY OF CULTURE, YOUTH, SPORTS AND NON-RESIDENT AFFAIRS

Mission

The Mission is the advancing of processes and development in cultural activity field, youth and sport activities as well as non-residential issues, respectively Kosovor Diaspora. 

The Ministry continually will create, stimulate, promote and provide support for programs with consistent values for development of general cultural, sport composition, in all social levels, particularly for genuine creators and youth, including in the same time minority activities. 

Objectives

· Setting of legal framework, and accompanied instruments based on which, good condition will be created for research and archeological diggings for protection of monuments  (restoration, conservation), value creation, presentation and using of cultural-museum, archiving, library, scenic arts, music, visual arts, publications, cultural manifestation heritages.

· Promotion and supporting of cultural diversity genuine values

· Creation of opportunities for promotion, development and participation of youth in active social life

· Providing equal services for youth

· Institutionalization of sport relationships 

· Development of female sports

· Development of Sports Medicine

· Participation in international sport races

· Implementation and development of projects for handicaps

· Development of sports infrastructure

· Promotion and support for organized activities of expatriates through the clubs, societies, cultural- artistic societies including also support for investments of expatriates in different economic fields, as well as creation of institutional relationships of Kosovo with expatriates

· Evidencing of distribution of expatriates throughout the world as well as their number

Goals

· Meeting of numerous needs for culture, youth and sports infrastructure    

· Support for municipalities in municipal infrastructure construction in mentioned above areas

· Continuation of cooperation development with local and international experts (UNESCO, European Council etc.), for technical, professional and financial assistance

· Prevention of dangerous behavior among youth such is: violence use, drug abuse and youth awareness for protection against HIV-AIDS

· Strengthening of youth civil society, youth exchange and approach to non-formal education as well as setting in place dialogue between youth and Provisional Institutions for Self- Government in Kosovo

· Including of minorities and marginalized groups in youth program and active social life

· Seminar organization for sports workers

· Financial support of municipalities for creation of female new clubs

· Supporting of sports activities abroad 

· Close cooperation with Sports Medical Center

· Organization of international sports events in Kosovo

· Cooperation with handicap sports organization in international level

· Opening of bigger school number for complementary education abroad

· Presentation of domestic culture in Diaspora and hosting countries

· Organization of investment conferences in Kosovo

· Organization of cultural camps for children and youth from Diaspora

· Assistance for expatriates for issues regarding public services

Strategy

· Program policy and designated funds for priority programs will be determined for protection, inventorying, restoration of cultural heritages complexes and monuments, research and development of archeological map.

· Continuations with building of deficient capacities in specific fields such are restaurateurs, conservators, instrument players etc.

· Activation of cinemas in Kosovo for movie projection

· Returning of archive materials and cultural documentation back in Kosovo

· Initiation of communication system development and digitalization of relevant information’s by the fields

· Including of minorities in cultural institutions

· Promotion of Basic Law for Youth

· Compiling of National Plan for youth as an joint action strategy for all ministries and municipalities

· To establish and strength relationship of expatriates with motherland

· Articulation of Diaspora requests directed to our institutions

· To inform expatriates regarding economic, cultural, educational, sports etc. actuality in Kosovo

Budget for 2004

Provides amount in the value of €9 million and 571 equivalent positions with full working hours for activities of Ministry Of Culture, Youth, Sports and Non-Resident Affairs. From this amount, 52.5 percent is designated for Culture Department, and 47.5 percent for other departments within the Ministry. 2004 Budget is increased for 37 percent in comparison with previous year, but despite this fact Ministry’s requests is much larger, for almost all program activities. Same as before in this year 46 percent of budget will be spent through category of subsidies, while 24 percent or €2,150,000 are designated for Capital expenditures. In 2004 expected expansion of staff for approximately 100 employees.

Ministry Of Culture, Youth, Sports and Non-Resident Affairs

Table 1 by departments

	Department/Program
	2003

Corrected
	2004

Approved
	2005

Estimated
	2006

Estimated

	Sports
	1.420.000
	1.712.883
	7.894.691
	9.769.577

	     Broad Based Sports
	720.000
	912.883
	912.883
	912.883

	    Sports Excellence
	700.000
	800.000
	6.981.808
	8.856.694

	Culture
	2.822.000
	4.724.544
	14.333.002
	17.625.906

	     Institutional Support for Culture
	1.620.000
	3.924.544
	1.024.544
	1.024.544

	     Cultural Heritage
	672.000
	500.000
	10.910.000
	11.250.000

	     Promotion of Culture
	530.000
	300.000
	2.398.458
	5.351.362

	Youth
	240.000
	426.399
	707.115
	707.115

	     Youth Prevention and Integration
	150.000
	366.399
	647.115
	647.115

	     Youth Development and Promotion
	90.000
	60.000
	60.000
	60.000

	Non-Resident Affairs
	450.901
	558.355
	690.795
	804.644

	Central Administration
	2.173.000
	1.577.819
	1.906.187
	2.257.045

	TOTAL
	7.105.901
	9.000.000
	25.531.790
	31.164.287

	  % Annual change
	
	26.6 
	184
	22


Ministry Of Culture, Youth, Sports and Non-Resident Affairs 

Table 2. By economic categories

	Department/Program
	2004

Employees
	Wages and Salaries
	Goods and Services
	Subsidies and Transfer
	Capital Investments
	Total

	Sports
	45
	112.883
	
	800.000
	800.000
	1.712.883

	     Broad Based Sports
	45
	112.883
	
	800.000
	
	912.883

	    Sports Excellence
	
	
	
	
	800.000
	800.000

	Culture
	417
	1.024.544
	
	2.500.000
	1.200.000
	4.724.544

	     Institutional Support for Culture
	
	1.024.544
	
	1.900.000
	1.000.000
	3.924.544

	     Cultural Heritage
	
	
	
	300.000
	200.000
	500.000

	     Promotion of Culture
	
	
	
	300.000
	
	300.000

	Youth
	46
	116.399
	
	310.000
	
	426.399

	     Youth Prevention and Integration
	46
	116.399
	
	250.000
	
	366.399

	     Youth Development and Promotion
	
	
	
	60.000
	
	60.000

	Non-Resident Affairs
	26
	68.355
	
	490.000
	
	558.355

	Central Administration
	37
	131.128
	1.296.691
	
	150.000
	1.577.819

	TOTAL
	
	1.453.309
	1.296.691
	4.100.000
	2.150.000
	9.000.000

	  % in Total
	
	16
	14
	46
	24
	


MINISTRY OF TRADE AND INDUSTRY
Mission

Ministry of Trade and Industry (MTI) is carrier of opportunity creation for development of economic activities, such are: industrial sector, trade sectors, construction, tourism, hotelier services, handicraft etc. MTI mission is development of efficient and perspective policies for successful development of economy in mid and long-term perspective. Generally, MTI is led by policies for development of private sector, creation of favorable conditions for incorporation in market economy stream.

Mission is focused in harmonized economy development in private sector, throughout urban and rural areas, in order to achieve more efficient economic indicators, creation of new job places, and in this way setting out life standard in higher level, opportunity for more developed market and creation of condition for purchase power increase.

Objectives

Main objective of MTI is the creation of legal infrastructure and through this creation of fundaments for successful economic growth.

By implementation of legal provisions in business development and other economic fields, opportunities for measurement of anticipated and achieved results shall be created. For work progress and meeting the objectives, continual trainings for civil and political staff are taking place as continuation of planned objectives.

In the list of measurable objectives can be included:

· Determination of frameworks for development of small and medium enterprises

· Foundation of Agency for foreign and domestic investment attraction

· Efficiency in business registration

· Defining and determination of policies throughout different economic branches and sectors

· Trading improvement and measure strengthening for domination of formal economy

· Impact and support of several municipalities for construction of industrial centers and business parks

· Support for development of organizations who are capable and will be more capable for export, including generally signing program of Agreement for Free Market

Goals

Central Administration goal is installation of efficient administration, creation of conditions as efficient is possible for functioning of all Ministries departments as well as Ministers Cabinet.

Private Sector development Department has a goal accelerated development of Kosovo economy, decreasing of unemployment and revenue increasing, creation of condition for small and medium enterprise support, investment promotion, etc.

Achievement of these goals will be done through these major programs:

      -
Agency for investment promotion

      -
Legal infrastructure for SME (Small and Medium Enterprises)

      -     SME Observer

      -
Training of local structures (municipal) for implementation of mid-term strategy       for SME 

      -
Journal “Kosovor Business”

      -
Canvass for SME-s

Department for service activities, seeks for creation of favorable conditions for trading, tourism and other service activities development, its goals will achieve by these major programs

-
Agency for export progress

-
Staff training for export progress

-
Tourism development

Department for industrial production & construction as a primary goal has development of production industry in Kosovo, seeking primarily for meeting of internal market needs, quality improvement of Kosovo production and creation of condition for export, and these goals will be achieved by these major programs:

-
Strategy for industrial production development

-
Development of food industry

-
Development of construction material industry

-
Foundation of system for product quality analyzes and control

-
Agency for standardization

-
Reconstruction of legal Kosovo Meteorological Institute

-
Standardization of Agency ISO 9000

-
Initiation and development of innovations in industrial production field

-
Unification of boxes and scales

Business registration agency will achieve its goals through these major programs:

-
Implementation of legal obligations for archiving

-
Applying of ONLINE business registration

-
Inspection reorganization

Department of reserves and fuels is expected to be founded during next year.

Strategy 

Ministry of Trade and Industry up to this date could create one functional physiognomy where expert staff through departments is capable to determine their orientations and determinations and to execute the same. For their actions they have determined and structured strategies that have to deal with initiation of private sector growth, respectively small and medium enterprises, included in all sectors and economic branches, strategies dealing with market development, hotel services, handcraft, strategies leading toward initiation of innovation development in industrial production field and creation of condition for standardization.

Strategic goals are related to improvement of activity that is practiced through trainings and learning from others experience. In context of objective achievement, possibilities where found for promotion of investments in one individual subject within the Ministry. For these purpose different methods of local level where launched such is electronic mail and other means of communication such are round tables, workshops as an strategic elements for achieving of specific objectives. In agency for export progress are included internal strategic elements as well as business elements, including industrial growth strategy, tourism, standardization, innovation field, and through them creation of new realities for supporting and strengthening of exports as a primary role with the impact in production development in Kosovo. Off course, based on these strategies intention is step by step change in economy structure of Kosovo, assuming transformation of current Kosovor consuming society into production society, obviously strengthening consume in this environment as well.

Regulations

Regulation 2001/9 on Constitutional Framework for Provisional Self-Government in Kosovo

Regulation 2001/19 on Executive branch of PISG

Regulation 2001/36 on Civil Service in Kosovo

Regulation 2001/3 on Foreign Investments in Kosovo

Regulation 2001/6 on Trading Societies

Regulation 2001/30 on Foundation of Kosovo Council for Financial Reporting Standards

Regulation 2003/15 Law on foreign trading activities

Regulation 2003/17 Law on Public Finance management and Responsibilities

2004 Budget

Budget of Ministry of Trade and Industry for 2004 provides total amount in the value of €2,004,801, showing increase of 116 percent in comparison with 2003. At the same time number of employees will be increased from 106 in 2003 up to 142 in this year. Department for Economic Development will have 66 percent of this budget, while other part of this budget will be granted to Central Administration and Business Registration.

Ministry of Trade and Industry

Table 1 by department

	Department


	2003

corrected
	2004

approved
	2005 

estimated
	2006

estimated

	Economic Development
	281.996
	1.325.905
	961.631
	983.791

	Central Administration 
	514.426
	387.108
	433.654
	419.350

	Business Registration
	132.615
	291.788
	234.391
	294.317

	TOTAL
	929.037
	2.004.801
	1.629.676
	1.697.458

	  % Annual change
	88
	116
	-19
	4


Ministry of Trade and Industry

Table 2 by economic category

	Department


	2004

Employees
	Wages and Salaries
	Goods and Services
	Capital Investments
	Total

	Economic Development
	70
	258.954
	856.951
	210.000
	1.325.905

	Central Administration 
	41
	149.989
	217.119
	20.000
	387.108

	Business Registration
	31
	106.954
	117.334
	67.500
	291.788

	TOTAL
	142
	515.897
	1.191.404
	297.500
	2.004.801

	  % in Total
	
	25.7
	59.4
	14.8
	100


MINISTRY OF TRANSPORT AND TELECOMMUNICATION
Role

A Ministry of Transport and Telecommunication’s role is to provide assured, reliable, efficient services with favorable prices in whole Kosovo. Mid-term vision is to have modernized transport network, more secured and reliable enabling improvement of life quality, working for economic growth, assisting trading and provides easier movement for whole Kosovo population. 

All this can be achieved through performing of several key activities, such are better road maintenance, reparation of whole transport network, fund providing and donors assistance, improving of approach in transportation as well as improvement of public transport, taking the steps for de4creasing of traffic victims or serious injuries in road axis, and improvement of traffic flow through construction of rising roads as well as asphalting of few road lines.

Ministry also has responsibility for regulation of Postal sector, Telecom and IT development in Kosovo. This implicates telecommunication sector reform in order to expand existing infrastructure and existing services. This can be achieved through reform of legal framework with legislation on electronic trading, electronic contracts, etc. in accordance with relevant Directions of European Union. Adaptation and implementation of legislation on Intellectual Property Rights for the rights of reproduction, database, license, programs and semiconductors will proceed during 2004.

On new self-government structures in accordance with Regulation 2001/19 and Constitutional Framework, UNMIK will keep the responsibility for Railways and Aviation, where both will include local employees and will be supported by them. Ministry has will and readiness to co-operate with these two entities in order to set forth development of Kosovo transportation during mid term or long-term period.

2004 Budget

Kosovo Budget for 2004 granted €28 million while 372 job places with full working hours are offered to the Ministry. In comparison with revised budget of 2003 this amount is lower by 34 percent. Same in this year, best part of the ministry budget (85 percent) will be granted to the Department for Road Infrastructure. General Budget of Ministry is lower, because during mid-year review and surplus processes of 2003, Ministry of Transport and Telecommunication benefited €19,641,000 mainly for Road Infrastructure Department. Yet, primary role of Ministry will be providing of adequate maintenance of road network as well as strengthening of its institutional and functional capacities through staff recruitment and training.

Ministry of Transport and Telecommunication
Table 1 by department

	Department/Program 
	2003

corrected
	2004

approved
	2005

estimated
	2006

estimated

	Road Infrastructure
	38.616.000
	576.900
	523.545
	534.722

	     Road Maintenance
	13.361.000
	13.459.188
	11.819.399
	12.122.413

	     Bridge Maintenance
	3.000.000
	4.387.992
	4.450.000


	4.450.000

	     Rehabilitation of Roads
	20.660.000
	4.209.000
	4.209.000 
	4.209.000

	     Signalization Program
	1.100.000
	1.265.000
	1.265.000
	1.265.000

	    Operations
	   495.000
	0
	0
	0

	Commercial Public Transport Services
	205.000
	396.005
	299.365
	304.784

	Telecommunications
	446.000
	529.120
	213.616
	217.636

	Central Administration
	1.004.000
	698.890
	705.710
	712.870

	Drivers License Unit
	1.293.000
	1.652.609
	1.672.439
	1.693.261

	Transport of Dangerous Goods
	66.000
	82.858
	83.441
	84.054

	Vehicle Inspection
	741.000
	390.107
	397.990
	406.268

	Transport Policy
	95.000
	176.665
	179.448
	182.371

	Office of the Minister
	0
	175.666
	181.044
	184.592

	Total
	42.466.000
	28.000.000
	25.999.997
	26.366.971

	 %  annual change
	
	-34
	-7
	1


Ministry of Transport and Telecommunication

Table 2 by economic category

	Department/Program 
	2004

Employees
	Wages and Salaries
	Goods and Services
	Capital Investments
	Total

	Road Infrastructure
	83
	219.000
	364.000
	0


	576.900

	     Road Maintenance
	0
	0
	0
	13.459.188
	13.459.188

	     Bridge Maintenance
	0
	0
	0
	4.387.992
	4.387.992

	     Rehabilitation of Roads
	0
	0
	0
	4.209.000
	4.209.000

	     Signalization Program
	0
	0
	0
	1.265.000
	1.265.000

	    Operations
	0
	0
	0
	0
	0

	Commercial Public Transport Services
	27
	103.205
	247.800
	45.000
	396.005

	Telecommunications
	25
	76.568
	108.220
	344.332
	529.120

	Central Administration
	51
	136.390
	457.500
	105.000
	698.890

	Drivers License Unit
	111
	396.609
	1.106.000
	150.000
	1.652.609

	Transport of Dangerous Goods
	3
	11.664
	51.194
	20.000
	82.858

	Vehicle Inspection
	53
	157.669
	232.438
	0
	390.107

	Transport Policy
	12
	55.665
	81.000
	40.000
	176.665

	Office of the Minister
	7
	67.566
	83.100
	25.000
	175.666

	Total
	372
	1.218.236
	2.731.252
	24.050.512
	28.000.000

	 %  in Total
	
	4.4 
	9
	86
	100


Introduction

Kosovo have one transport infrastructure composed by network that includes 647 km main road and 1287 km regional road, system of 330 km of railroad and one international airport.

Estimation of damages caused from conflict shows that roads failed more from lack of maintenance than from War activities. Best part of work for road reparation was done through donor’s assistance. On 2001 from KCB were allocated €4 million on 2002 amount for this purpose was €9.5 million and in 2003 this amount was €38.6 million. Based on several estimations €25 million per year are minimal amount necessary for maintenance of whole road network.

Main roads condition is improved now and most of emergency work, if not all are already completed. However, secondary roads and bridges are still in poor state while their stability is critical problem as well as unknown. Traffic is continuing to increase and in compare with pre-war period is 50 percent bigger. Expanded military traffic (participating with 5-6 percent of entire traffic volume) leads toward rapid deterioration of particular road surface. Road traffic also is a problem, where violation of road reserves happens because of irregular traffic flow.

Program activities for 2004-2006

Road Infrastructure Department

Transformation and improvement of transportation network as well as addressing of low investment problem is crucial for economic growth in Kosovo. Some of the main issues and duties of the ministry includes providing of adequate maintenance and rehabilitation of road network, improving of road safety, increasing of road capacities and decreasing of traffic jam. This is the reason why best part of Ministry expenditures are allocated too the Department for Road Infrastructure. €23 million will be used to finance several key tasks and projects for improvement of road network in Kosovo. 

Ministry also supervises Road Directorate (RD) in its role regarding provide and management of road infrastructure, including also completion of technical, organizational and development tasks regarding construction, maintenance and protection of public roads, controlling of roads condition, maintenance of public roads documentation as well as road traffic. Ministry delegates tasks to the RD to maintain and improve road network as an representative of the ministry as it is specified. 

Specific sub-programs of Road Infrastructure Department are:

Road maintenance

Program for roads maintenance with available resources will make efforts to ensure routine maintenance of Kosovo Road Network. Routine maintenance includes maintenance of road network on regular bases, winter maintenance (cleaning from snow and ice) and summer maintenance (repairing of damaged roads) and repairing (repairing holes in asphalt layers, rehabilitation of sidewalks, repairing of supporting walls as well as vegetation control.

For 2003, Ministry granted budget in the value of €13.4 million for road maintenance, in order to enable maintenance performance in adequate level.

Bridge maintenance

Kosovo has more than 200 bridges, while it’s necessary to estimate for most of them capacity and resistance. Working Together with European Agency for reconstruction (EAR) Ministry estimated bridges in overlade route, from Pristina to border passing in Bllace, and outcome was that 17 bridges needs to be consolidated with the funds in the value of €15 million. Reparations on these bridges will be done in two phases, wherein Faze 1 for bridges consolidation will cost €5 million.

EAR granted €3 million, Ministry €1 million and KFOR also contributed with 1-1, €5 million. Ministry also signed one memorandum of understanding with KFOR for their contribution in bridge reparation.

During 2004 Ministry will make effort to attract donor’s assistance as much as it’s possible in order to complete all necessary reparations and consolidations in 17 bridges (phase 2). Since traffic flow is increasing every day, critical issue for the Ministry will be attracting of larger resources in order to do estimation of other bridges capacity in whole Kosovo but also to consolidate the same.

Road rehabilitation

Periodical maintenance and rehabilitation of roads includes road network reparations on regular bases (repairing of holes) as well as asphalting. Cold winter (snow and ice) together with dense traffic in Kosovo implicates that road network is exposed to the damages that requires adequate and rapid reparations in order to avoid damages and risks in traffic flow. For program of Road Rehabilitation in 2004 are granted €2.4 million. This budget will enable Ministry to do rapid and efficient reparations, improving thereby traffic flow.

Signaling Program

Signaling program has key role in improvement of safety in road network providing drivers with signaling signs showing security limits and every dangerous condition. This program will equip many roads with security equipment such are elastic protecting slides with reflective illumination along several main routs. This program has budget in the value of €1.2 million.

Other (operational costs)

The Ministry also monitors transport safety and arranges for necessary action (response), and investigations to ensure that risk to life and associated damaged be minimized. Ministry will run a road safety campaign, working closely with Kosovo Police who are also tasked with promoting traffic safety and reducing the number of accidents and fatalities on Kosovo’s roads through fair and consistent traffic law enforcement and education

Commercial Services of Public Transportation

With budget in the value of €396,005, the program for Commercial Services of Transportation will continue to develop in this sector contemporary transportation that is commercially viable. The key tasks this year will include work on ‘Slot Harmonization’ and the ‘implementation of Bus Concessions’ and undertaking a survey on the quality of public transport.  

Telecommunication

Telecommunication Department will continue its role as policy developer and is continuing to make effort for creation of sustainable, strong, harmonized and commercial IT sector for Kosovo. Required budget to achieve all this is €529,120.

Central Administration

Central Administration with its budget in the value of €1.6 million has several important responsibilities. Among them are included: completion of selection and recruiting process, providing of infrastructure, fit out and other requiring resources, providing of trainings in job places, supporting of researching visits and information exchange in order to help Ministry to increase working standards of its employees. Key fields where there is the need for trainings are: development of technical expertise, strengthening of procurement, healthy financial administration and fields of reporting/auditing.

Central Administration will provide additional support for Ministry regarding finance and budget, human resources management, procurement, basic funds management, and services of maintenance and communication /IT for all programs under the authority of Ministry.

Driving License Unit

This unit had start with activity in this Ministry since beginning of June 2002. Respectively, since power transfer from MPS to MTT are developed administrative instruction, theoretical tests to test the candidates for driving license, driving school licensing, instructor licensing, syllabus of driving schools, and all this in accordance with European Standards and UNMIK Regulation. Unit budget will be €1,652,609.

Transportation of dangerous goods

Department for transportation of Dangerous Goods is continuing to set out primary legislation for safe transportation of dangerous goods based on European regulations as well as secondary legislation to deal with details.

Division will continue to work on training program. Regarding Goods Transportation, main goal is licensing of operators for Goods Transportation in international level as well as accepting of CEMT contingent and TIP Carnet, both European laws for making of transportation with efficient cost. Department budget will be €82,858.

Vehicle inspection
Since technical control of vehicles is important for citizen’s safety, Kosovo as other countries will develop policy for development of vehicle technical control based on European program. Up to month six of 2004 technical control of the vehicles will be done visually verifying only technical elements of vehicles.  After June will be done liberalization of technical control, where vehicle control will be done based on European Standards.  Therefore, we are expecting in next months to see first results of experts work regarding functioning of technical control in Kosovo. Department Budget will be €390,107.

Transportation Policy 

Has responsibility for providing of advices, directions and information’s for policies, regulations, monitoring of planning and supplying with railway, air and sea transportation services in Kosovo. Advices and recommends for issues and problems regarding railway (heavy and light), air and see transportation management. Assists in analysis of policy, regulations and standards regarding development of railway, air and sea transportation. Offers leadership, directions and long-term access of government in railway transportation and similar ways of transportation (including trams, light railways, bus routs etc). Offers leadership, directions and long-term access of government in air and sea transportation. 

Makes long-term monitoring of functions currently reserved for UNMIK, making regulatory requests and monitoring of user’s interests (interested parties). Participates in meetings needed for connection keeping and to represent government interests. Offers assistance for development of relationship with international railways and railway service operators, international airport agencies, international sea transportation and sea services operators. Gives advices for laws, regulations, standards and instructions for safe, efficient and effective actions of railway, air and sea transportation system. Advices and monitors international conditions based on regional and industrial agreements. 

Works on long-term building of relationships with international railway, air and sea agencies, other governments, academic and researching organizations as well as financing agencies in order to ensure keeping of higher level of knowledge in Kosovo regarding security aspects, technical, economic and environmental aspects. Prepares reports and other informative documents for government regarding this sub-sector. Assists, if it is necessary, in providing of specialized services.  

Organizes trainings in order to ensure higher level of expertise and performance as well as accountability. Foundation of information systems and procedures for effective and efficient activity in railway, air and sea transportation section. Budget for this department is €176,665.

Key responsibilities:

· Development of expertise for sub-sectors within the Ministry

· Efficient monitoring of activities, maintenance and improvement in railway, air and sea transportation

· Measures and reporting on sub-sectional operating of railway transportation, aviation and sea transportation

· Advises regarding international development of sub-sector, especially regarding bilaterally agreements, regulations on security, investments, concessions, etc.

· High level of safe railway and sea transportation operation

· Advices and responses on time regarding different issues and problems

· Keeping of high level expertise and service provide

Budget planning for 2004

Transportation policy

As it is known issues of Railway and Air Transportations are UNMIK reserved powers, therefore predicted budget for these types of transportation is small. With transferring of competences from SRSG to Provisional Institutions for Self Government, request for budget increase is expected.

In 2004, anticipated completion of Department for Railway, Air and Sea Transportation with adequate personnel as well as transferring of several functions from SRSG to PISG for this type of transportation. In regard to this issue, it is anticipated employment of certain number of experts in order to enable department to perform its duties.

At the same time, writing of Law on Railway and Air Transportation is currently in place. Development of these laws is very important for this type of transportation, therefore, part of the budget must be granted for this issue.

MINISTRY OF LABOR AND SOCIAL WELFARE

Mission

Role of Labor and Social Welfare Ministry is to address the high level of unemployment promoting employment in Kosovo, to provide social assistance, pensions for elderly and war invalids, pensions for persons with limited abilities, and untimely pensions, as well as to create modern system of social protection.

Objectives

Main objectives for Ministry of Labor and Social Welfare for period 2004-2006 are:

· Development of comprehensive legal framework for labor sector, labor and social welfare inspectorate in accordance with Labor Law of Kosovo, and in this way developing one legal base for services of Ministry regarding social assistance and welfare.

· To develop further more labor, social assistance and basic pension policies in order to make better participation of specific categories of citizens including Serbs and non-Serb minorities, women, handicaps, elders, unemployed and pensioners in order to be more rational.

· To continue with recruitment, trainings and capacity building for Kosovors despite budget difficulties, in order to address huge deficit of staff for covering of professional non-executive positions but also for covering of higher executive positions in departments and administrative central services.

· To strengthen Ministry institution’s, employment offices, Social Work Centers and Pension Administration network in order to help Ministry in ensuring of efficient and effective labor and social welfare services market.

· To address better labor rights of public sector ex- employees, especially in ex-public administration and public enterprises.

Ministry of Labor and Social Welfare will work to achieve these goals and objectives during its general mandate in order to address issues related to labor, employment, social assistance pensions for elders and war invalids as well as to develop further other social welfare institutions.

2004 Budget

2004 Budget provides total funds in value of €104,810,000 in comparison with €96,303,698 in 2003.  From general budget around 59.8 percent or €62,692,597 million are granted for basic pension, pensions for persons with limited activities, pensions for war invalids and Trepça pensions.  Other budget portion 35.70 percent or €37,458,538 million is designated for continuous and planned activities of Social Welfare and Social Assistance.  The balance of 3.9 percent or €4,069,984 million is granted mostly for activity support regarding issues of labor and employment as well as activities of Agency for Labor Inspectorate.  For Central Administration activities are granted 589,519 € or 0.60 percent of total Ministry Budget.

Ministry of Labor and Social Welfare

Table 1 by department

	Department
	2003

corrected
	2004

approved
	2005

estimated
	2006

estimated

	Pensions
	57.515.394
	44.260.571
	44.584.336
	44.875.662

	Disabilities pensions
	0
	12.762.026
	12.774.127
	12.787.234

	War invalids pensions
	0
	4.410.000
	4.410.001
	4.410.002

	Trepça pensions
	0
	1.260.000
	0
	0

	     Social Assistance Scheme
	30.376.295
	32.831.942
	33.225.155
	33.545.065

	     Social Services
	283.111
	418.566
	457.962
	501.174

	     Institutions
	1.293.074
	2.274.425
	2.475.096
	2.694.496

	     Centers of Social Work
	1.759.422
	1.824.772
	1.941.150
	2.065.861

	     Institute of Social Policies
	96.598
	108.833
	117.625
	127.191

	    Central Office
	86.704
	0
	0
	0

	Labor Inspector
	542.906
	576.344
	623.161
	674.119

	Employment Division
	2.002.691
	2.159.247
	2.342.484
	2.542.411

	Vocational Training
	1.505.805
	1.206.066
	1.312.369
	1.428.588

	Labor relationship
	293.016
	128.327
	140.093
	152.983

	Central Administration
	326.302
	419.649
	454.631
	492.763

	Office of the Minister 
	222.380
	169.870
	183.364
	198.032

	Total
	96.303.698
	104.810.638
	105.041.554
	106.495.581

	Change in  %  
	45
	9
	0
	1


Ministry of Labor and Social Welfare
Table 2 by economic category

	Department
	2004

Employees
	Wages and Salaries
	Goods and Services
	Subsidies and Transfers
	Capital Investments
	Total

	Pensions
	134
	325.848
	424.723
	43.260.000
	250.000
	44.260.571

	Disabilities pensions
	20
	82.026
	80.000
	12.600.000
	0
	12.762.026

	War invalids pensions
	0
	
	
	4.410.000
	
	4.410.000

	Trepça pensions
	0
	0
	0
	1.260.000
	0
	1.260.000

	     Social Assistance Scheme
	16
	49.626
	107.316
	32.625.000
	50.000
	32.831.942

	     Social Services
	15
	49.216
	99.350
	250.000
	20.000
	418.566

	     Institutions
	262
	535.425
	489.000
	50.000
	1.200.000
	2.274.425

	     Centers of Social Work
	524
	1.321.978
	352.794
	0
	150.000
	1.824.772

	     Institute of Social Policies
	16
	41.833
	52.000
	0
	15.000
	108.833

	    Central Office
	0
	0
	0
	0
	0
	0

	Labor Inspector
	66
	216.344
	280.000
	0
	80.000
	576.344

	Employment Division
	265
	653.747
	1.385.500
	0
	120.000
	2.159.247

	Vocational Training
	120
	286.066
	580.000
	0
	340.000
	1.206.066

	Labor relationship
	7
	21.327
	107.000
	0
	0
	128.327

	Central Administration
	46
	139.649
	250.000
	0
	30.000
	419.649

	Office of the Minister 
	16
	69.870
	100.000
	0
	0
	169.870

	Total
	1507
	3.792.955
	4.307.683
	94.455.000
	2.255.000
	104.810.638

	 %  in Total
	
	4
	4
	90
	2
	100


Approved level will address needs of Ministry in fields related to labor and employment issues, social assistance and pension schemes, as well as development of social welfare institutions. In order to achieve its objectives in effective and efficient manner, Ministry of Labor and Social Welfare has organized its work in five organizational units:

1. Social Welfare

2. Labor Inspection Authority

3. Issues of Labor and Employment

4. Central Administration and

5. Ministers Office

Social Welfare

Mission of Social Welfare Department (SWD) develops legislation and sets the standards in social services and social protection, widely supports vulnerable groups, making sustainable financial support including legitimate criteria’s and transparency. Also:

· Develops social services in accordance with requests of different groups (deserted children’s, cases with diseases, traffic victims, victims of family violence, abused children’s, cases with AIDS, females, elders, persons with limited abilities, repatriated etc.).

· Installing of mechanism and system for implementation of Pension for persons with limited abilities, applying facilities (benefits not money) from other public subjects.

· Implementation of new law on Social Assistance and to develop New Emergency Scheme in accordance with mentioned law.

· To develop social infrastructure and temporary shelter for different vulnerable groups in emergency situations as well as network of houses located within the community for children protection and other social groups.

· Providing equal access for all Kosovo citizens (in social services, different kind of payments through municipal Centers for Social Work).

· Developing Information Technology communication system, monitoring, transparency, efficiency and good control of social payments and social protection.

· Providing equal access for all minorities regarding payments of social welfare and social services. 

· Professional administration development as well as sufficient number of staff for SWD institutions.

Organizational structure

SWD organized within MLSW in its organizational structure has divisions and institutions working within this department:

1. Social Services Division (SSD)

2. Division of Social Welfare Payments (DSWP)

3. Institution Division (ID)

4. Institute for Social Policy (CSW)

Objective

Main objective of SWD is reducing of poverty and providing of different social services for all Kosovo citizens regardless ethnic and religious background.

Objective of Social Services Division is quality improvement of Social Services and development of strategies, policies and standards for Social Services in Kosovo.  Coordination and cooperation with professional institutions, NGO-s and other offices to offer better services for citizens.  SSD objective is protection of orphan children, activities against family violence, mental health, spouse relationships etc.

Payment and Social Welfare Division has an objective to offer assistance for families in difficult health and material position, setting out criteria’s and benefit rate of this assistance. Other objectives of this division is to provide basic pension for elderly persons with more than 65 years, War Invalids and their relatives and currently pension for disabilities is under preparation process.

Institution Division has an objective to provide services and care for elderly, children and for persons with mental problems offering shelter and better conditions in institutions such are: Nursing Home, Special Institute in Shtime, Institution for children with mental defects in Gracanica.  Other objective of this division is construction of houses for this group of people in order to have better care and treatment for them. 

Institute for Social Policy has an objective to develop new social policies, based on current situation in Kosovo and international standards for social protection.  Other Objective of ISP is a research of many social phenomenons in Kosovo such as: trafficking, violence in family, child abuse, children in the street etc.

Social Work Centers as an objective they have identification and verification of families eligible for social assistance. SWC provides social assistance for all un-protected categories (children, elders etc.) or those who are in need for assistance; assisting on improvement of family relationship, trust of children, family sheltering, treatment of grown delinquents, of those who suffered violence in family or other abuse, trafficking etc.  

In regard to mention above issues, SWC cooperates with NGO-s, Police Service, and Judiciary bodies in order to provide services in the field of social protection.


Goals 

Department of Social Welfare for 2004 has one budget in total of €100,151,135.  This budget is appropriated in sub-programs with the intention to use funds in most efficient way.  DSW in 2004 has 9 sub-programs, and in each of them certain amount of funds is appropriated.

Social Services has a goal to provide with financial and sheltering assistance for deserted newborns, in temporary six month family accommodation, up to the time of family re-union or adaptation and payment of family who have been taking care for the baby.

Another goal of this sub-program is protection of abused children, where MLSW signed memorandum with NGO “Hope and Homes”, one organization where temporary sheltering can be done in two small houses (Pristina and Prizren) with capacity of 10 places.  Also during this year, within this sub-program are included services provided by Central Office. This Office for the moment doesn’t exist as specific sub-program.

Institutions- aims of this sub-program is providing of services, supplying with goods, foods and medicaments for residents of Special Institute in Shtime and Nursery House in Pristina.  Within this sub-program are anticipated renovation of buildings for both institutions and construction of several houses within the community in several Kosovo municipalities.

Social Assistance – Goal of this sub-program is to provide financial assistance for 51,000 (figure that changes in each month) families who can benefit from Social Assistance Scheme and assisting of persons and families who need funds in emergency situations. 

Center for Social Work – Goal of this sub-program is to have activities in each municipality, in accordance with the law on providing of social assistance.  To investigate children abuse, to address several issues regarding warden, to verify and monitor families who benefit Social Assistance. Also to accept and evaluate application’s for Social Assistance Scheme. 

Institute for Social Policy – Goal of this sub-program is to survey social phenomenon and status of all social levels in Kosovo.  Based on these surveys for existing phenomenon in Kosovo to develop new policies, in accordance with international standards, in order to reduce and to avoid negative phenomenons for Kosovo society.  

Basic Pensions – Goal of this sub-program is to provide financial assistance for more than 110.000 pensioners (this number is increasing every day), persons older than 65 years, in the value of 35 € per month with the intention to increase in 40€ after signing of memorandum of understanding between MLSW and Ministry of Finance and Economy.

Other goal of this program is to identify and remove deceased persons from payroll. 

Pensions for war invalids – Goal of this sub-program is to provide financial assistance for War Invalids and their relatives, for loosing them, as a war consequence that happened in Kosovo during period 1998/1999.

Untimely pensions for Trepça miners – Goal of this sub-program is to provide financial assistance for more than 3000 miners of Trepça.

Pensions for disabilities - Goal of this sub-program is to provide financial assistance for approximately 30.000 persons with disabilities.

Strategy 

Strategy for achievement of goals and objectives DSP executes through 3 Divisions (Division of Social Services, Division of Social Welfare Payments, and Institution Division), SPI and 30 CSV-s. 

Labor issues and employment

For sector of labor issues and employment, Kosovo Budget provides €3,493,640, mainly for promotion of regional offices activities and for other professional training activities. 2004 budget includes funding of 51 new employees including Employment Advisors, Advisors for Professional trainings in order to support expansion of employment services throughout Kosovo. It’s anticipated that 320 employees will benefit from these trainings.

By purchasing of vehicles and other equipment with budget funds, efficiency of employment offices will be increased.

Primary projects of labor department are:

- Implementation of Project “Employment regeneration” in total of 3 million € – donation from EAR

- Construction of two regional centers for employment in Shtime and Skenderaj 

- Professional perfection of DLE employees 

- Legislative preparation for employment promotion

Foundation of Centers for Vocational trainings, covering all Kosovo region, it will be completed with operation of employment offices offering vocational services and increasing of employment for around 1,000 job seekers per year.

Major duties of Centers for vocational training (CVA) are:

- Significant increase of job seekers who will be treated and new courses in accordance with market needs.

Major duties of Labor Law Division for 2004 will be:

a) Law on employment promotion

b) Adaptation of Labor Law

c) Collective general contracts 

Labor Inspection Authority

Labor Inspectorate in Kosovo had started its function as provisional body since 2002.  Among other things there has been prepared project law for Labor Inspectorate approved by Kosovo Assembly on December 19, 2002. Based on provisions of article 3 (3.1) of this law. Labor Inspectorate as executive authority is created from MLSW and is responsible to this Ministry…”, with task to supervise applying of Basic Labor Law provisions and other positive provisions where is regulated labor, employment, labor security, protection of employees health and of working environment.

Based on provisions of article 3 (3.2) from above mentioned law, Labor Inspection Authority is made by Labor Chief Inspector and labor inspectors who are exercising their function throughout Kosovo”.

Supervising of above-mentioned provisions respecting is exercised by 40 labor inspectors, except acting Labor Chief Inspector and his/her deputy (for work security).  In order to complete legal system in this field, except project law for Labor Inspectorate is prepared also project-law for Working Security, Protection of Employees Health and Working Environment approved by Kosovo Assembly in October of 2003.  For exercising of its function, Kosovo Consolidated Budget for 2004 for this body appropriated €576,344.

 Central Administrative Services

2004 budget provides €589,519 for operation of Central Administrative Services Directorate in order to provide administrative, financial, procurement and legal support for other departments within the Ministry including Office of the Minister. 

Five divisions do execution of these goals, while 4 of them are already functioning, fifth division will be Division of corporate services including sector for professional trainings, sector for specific projects and IT. Since 2004 within CAS will be added sector for professional trainings, new sector, for providing of technical services regarding professional improvement for entire Ministry.

MINISTRY OF EDUCATION, SCIENCE AND TECHNOLOGY

Mission

Ministry of Education, Science and Technology is responsible for general management of issues regarding education, science and Technology in Kosovo. Ministry develops policies and implements legislation for development of education, including higher education and science in Kosovo; creation of general strategy for development of Education, Science, and Technology in Kosovo; promotion of a single, unified, non-discriminatory and inclusive educational system so that each person’s right to education is respected and quality learning opportunities are available to all, irrespective of their ethnic or social origin, race or gender, disability, religion, politics or opinions; promotion of possibilities for education in all periods of life, quality improvement, relevance and efficiency of education in all levels; supports comprehensive policy for integration of disabled and handicapped persons; participation of parents and municipalities in education activities in proper way of school-community co-participation in all levels. 

Goals

Ministry of Education, Science and Technology for 2004 set out these priorities: 

Creation of legal framework 

Issuing of the laws: Law on science researching; Law on Inspection; Law on professional; education; Law on Formal Education, and other normative acts for regulation of educational field.

Integration of Serbian minority into Kosovo educational system;

Pre-University Education

Providing educational process in all languages of Kosovo citizen;

Determination of profiles and new network for professional schools; 

Setting of standards and development of new curriculums for grades 2, 7 and 11 including curriculums for preschool pupils and for those with special needs;

Preparing and publishing of new texts for grades 1,2,6,10 and 11 in all languages used in educational process;

Enabling experts for development of new curriculums;

Enabling teachers to apply new programs for grades 2, 7 and 11;

Foundation of Agency for Teacher Trainings;

Creation of national negotiability test for grade 9;

Creation of parents’ councils in school, municipal and Kosovo level;

Institutionalization of education in Diaspora;

Providing with conditions for non-formal education during entire life;

Control, inspection and assessment of all pre-university educational institutions;

Supporting of municipalities for processes progress regarding education.

University education

Development of strategy for Higher Education;

Approval of statute for University of Pristina;

General support of higher education institutions regarding reform process;

Foundation of Accrediting Agency in Kosovo;

Internal and external estimation of higher education institutions;

Foundation of Center for Technologic Transfer;

Organization of international conference for higher education;

Continuation of condition improvement for study, placement, safety and students cultural activities;

Supporting of special publication and other teaching tools;

Dividing of National and University Library.

Infrastructure

Renovation, expansion and construction of school facilities for all education levels;

Improvement of school infrastructure;

Furnishing of schools with inventory and teaching materials;

Securing of schools real estate ownership;

Control and inspection of school facilities construction;

Renovation of facilities in Students Center;

Construction of Academy of Science and Arts, History Institute and MEST building.

Private Education

Licensing of private education institutions for all levels in accordance with law and other normative acts.

Goals

Ministry of Education, Science and Technology has a goal to provide education during all life periods for all Kosovo citizens and as an outcome individuals will absorb necessary knowledge’s and skills, undertaking initiatives and independence of individual and society in order to face successfully with of science, technology and social-economic rapid changes in their own environment as well as elsewhere in the world, as in accordance with strategic objectives such are:

· Unifying of education system;

· Providing adequate school space;

· Providing education for everyone;

· Achievement of acceptable results in all education levels in accordance with international standards;

· Encouraging of parents and society in general to support education; 

· Public information for achievements and problems of education system. 

For achievement of these goals, from 2004 budget €19,786,000 is appropriated to MEST. Three departments are created: Higher Education, Other education department and Central Administration. Together they join in nine programs of Ministry: University of Prishtina, Students Center, and Institutes: Special Needs Education, National University Library, Training of teachers, Curriculum Development, Educational Administration and Office of the Minister.

Program activities for 2004 

Higher Education Department
The 2004 budget allocation for the Higher Education Department amounts to € 12,943,359 million or 65.4 percent of the budget of the Ministry. This Department is integrated by three different programmes: University of Prishtina, Students Center and Institutes. 

University of Pristina

The 2004 budget allocation for the University of Pristina amounts to €10,701,842 million, that is larger for 5 percent in compare with 2003. In this yaer capital investments are participating with 4.67 percent, while Goods & Services with 36 percent of total for this year.

The University of Pristina has about 2,200 employees and 20,000 students studying in 14 faculties and 7 Higher schools located in the regions. The university has been deficient in science equipment, laboratory material, books and journals. The UP is now a member of the European University Association (EUA) as well as other international university cooperation bodies. The UP has  the additions of a new Faculty of Education and Department of Political Science. The UP has adopted the Bologna Declaration and several faculties have implemented the European Credit Transfer System (ECTS). 
Students Center

The 2004 budget allocation for the Students Center amounts to over € 871.750, participating with 4.4 percent of total MEST budget. The Students Center offers accommodation and meals for more than 3,000 students attending courses in the University of Prishtina. Its facilities include five dormitories, three pavilions, two restaurants, one Sport Hall and the Central Administration office. The average number of employees in all these facilities is 230.  During this year restaurant will be equipped with new equipment funded by Budget surplus funds from 2002.

The main objectives for 2004 are the improvement of the living conditions, the increase of the number of beds to offer accommodation for a higher number of students and the achievement of a better quality of food for the residents.

Institutes
The 2003 budget allocation for the Institutes Program is €1,369,767 million, in comparison with 2003 budget is higher for 108.4 percent, or participation on total MEST budget is 6.9 percent. This increase occurred because; capital investments in this year are €500,000 dedicated for construction of History Institute.

The main objective of the program is to promote the Albanian Culture, Language and History for all the Kosovons, printing books, organize international seminars and other Cultural Events in Kosovo or abroad.  The activities are primarily carried out by the following institutions:  the Academy of Science and Art, the Institute of Albanology and the Institute of History. 

Other Education Department

The 2004 budget allocation for the Other Education Department amounts to €4,030,628 million, recpectivley 60.6 percent larger in compare with 2003. Participation of this department in total MEST budget is 20.37 percent. This Department is integrated by four different programmes: Special Needs Education, National University Library, Teacher Training and Curriculum Development.
Special Needs Education

For 2003, the budget allocation is €1,112,102 million or 16.38 percent more than in 2003. Participation in total MEST budget is 5.62 percent. There are 45 clases in entire Kosovo. This number also includes 7 schools that are residential in nature. 

The Finnish Support to the Development of Education Sector in Kosovo (FSDEK) is the lead agency responsible for reforms of special needs education in Kosovo.  There are three components to the project: a) Policy Development for Inclusive Education. This component aims at developing a sustainable educational policy for inclusive education; b) Professional Development Programme for Inclusive Education. This training programme is targeted for future trainers, trainers of trainers, policy makers and educational administrators; c) School-Based Capacity Building Mechanisms for Inclusive Education. In practice this means in-service training of school staff in special needs matters.

National University Library

The 2003 budget appropriation for the National University Library is €1,384,826 million or for 23 percent larger than in 2003. This amount includes extra allocation of €1,012,500 for major capital investments. This amount includes an extraordinary allocation of 0.81m for major capital investments. The main projects to be implemented are: a) the installation of a complete computer network both for staff and public use –for an approximate cost of €; b) the enlargement of the book and periodicals stock; c) the repair of rain leakages coming from the building; and d) Renovation and drainage of Library Building.

Training

The 2004 budget appropriation for the Teacher Training programme is €1,260,000, or five times higher than in 2003. The Kosovo Educator Development Project (KEDP) funded with donor aid (CIDA) is the lead programme responsible for teacher training and educator development.  The establishment of the new Faculty of Education is the main cornerstone of the work in this area.

Other initiatives in this reform area are: a) the Trainer’s Conference aimed at providing a first opportunity for trainers of different educational programs to exchange ideas and experiences on working with colleagues. They are also encouraged to plan for joint training projects in the future; and b) the Reading and Writing for Critical Thinking (RWCT) initiative agreed between KEDP and the Kosovo Education Center (KEC); c) Informative training for curriculum development, where 6,000 teachers will partcipate in two seminars; d) Training for text development (200 local experts four times in 2004); Experts training abroad (40 experts); Training of experts for development of national test (60 experts, three times in the year).
Curriculum Development
For 2004, the budget allocation for the Curriculum Development  is €273,700 or for 37 percent higher than in 2003.  

The main initiatives of reform in this area are: i) the New Kosovo Curriculum Framework, which was completed for its implementation. The New Kosovo Curriculum Framework adopts new learning methodologies, child-centered and active learning and teaching;  new guidelines for preschool education and subject curricula for primary education;  the development of Life Skills Education modules within the framework of the “flexible curricula”, whose application is left to each school. Life Skills Education introduces wide range of skills which will be useful throughout the life, such as conflict resolution skills, tolerance building, psycho-social education, civic education, children’s rights, health/ nutrition/ hygiene education, and so on.
For curriculum development  200 experts will be involved in two terms (three and four months, respectivlley seven months). This group will be joined by 10 international experts in two terms. Publication of curriculum will be done in all Kosovo languages for 24 curriculum texts.
Central Administration

The 2003 budget appropriation for the Central Administration unit is €2,812,017. This department is integrated in two different programs: Educational Administration and Office of the Minister.
Educational Administration

The 2004 budget allocation for the Educational Administration amounts to €2,504,100. Educational Admistaration is of key importance in Ministry, since they provide to all organizaton’s within the ministry adequate administrative support in order to enable efficent and timley work. In particular, this department covers finance, supply human resources and general administration areas. 
Office of the Minister

The 2004 budget appropriation for the Office of the Minister is €307,917, or 24 percent larger than in 2003.  The Office of the Minister programme is set up to support all activities of the Minister and his advisors.
Ministry of Education, Science and Technology
Table 1. By departments

	Programs 
	2003 corrected 
	2004 approved 
	2005 estimated
	2006 

estimated

	Higher Education
	13.190.696
	12.943.359
	15.059.126
	16.449.599

	University of Pristina
	10.188.272
	10.701.842
	12.620.960
	13.732.784

	Students Center
	2.345.407
	871.750
	946.777
	1.033.061

	Institutes
	657.017
	1.369.767
	1.491.389
	1.683.754

	Other Education
	2.510.095
	4.030.624
	4.565.582
	5.236.263

	Special Needs Education
	955.531
	1.112.098
	1.182.628
	1.258.890

	National University Library
	1.124.564
	1.384.826
	1.676.101
	2.014.492

	Teacher Training
	230.000
	1.260.000
	309.465
	355.885

	Curriculum Development
	200.000
	273.700
	1.397.388
	1.606.996

	Central Administration
	10.036.607
	2.812.017
	3.102.567
	3.436.010

	Educational Administration
	7.788.373
	2.504.100
	2.757.600
	3.047.235

	Office of the Minister
	248.234
	307.917
	344.967
	388.775

	Capital Grants to Municipalities
	2.000.000
	
	
	

	Total
	25.737.398
	19.786.000
	22.727.275
	25.121.872

	Annual change  in %
	
	- 23
	15
	10.5


Table 1. By economic categories

	Programs 
	2004

Employees
	Wages and Salaries
	Goods and Services
	Capital Investments
	Total

	Higher Education
	2592
	7,101,689
	4,841,670
	1,000,000
	12,943,359

	University of Pristina
	2.222
	6,337,840
	3,864,002
	500,000
	10,701,842

	Students Center
	230
	371,562
	500,188
	 -   
	871,750

	Institutes
	140
	392,287
	477,480
	500,000
	1,369,767

	Other Education
	410
	833,046
	1,940,882
	1,256,700
	4,030,628

	Special Needs Education
	310
	591,938
	275,960
	244,200
	1,112,102

	National University Library
	100
	241,108
	131,218
	1,012,500
	1,384,826

	Teacher Training
	0
	 
	273,700
	 
	273,700

	Curriculum Development
	0
	 
	1,260,000
	 -   
	1,260,000

	Central Administration
	202
	742,017
	1,464,000
	606,000
	2,812,017

	Educational Administration
	187
	641,100
	1,344,000
	519,000
	2,504,100

	Office of the Minister
	15
	100,917
	120,000
	87,000
	307,917

	Capital Grants to Municipalities
	3204
	8,676,752
	8,246,552
	2,862,700
	19,786,000

	 %  in Total
	
	44
	42
	14
	100


MINISTRY OF ENVIRONMENT AND SPATIAL PLANNING

Mission
Advancing legal infrastructure and human resources potential for a sustainable functioning, and supporting, of Kosovo’s sustainable economic development through the protection of environment, land, water, air, formative and non-formative  resources from underground and surface. Completion of this mission is planned to be conducted through certain program strategies which will have an institutional support from Kosovo Environmental Plan and from budget financial potential.

Objectives

Performance of MESP shall be measured and shall be valuated as successful if, the Ministry through its organizational units achieves the realization of following duties: 

· Kosovo’s Strategy for Environmental Protection and Sustainable Development,

· Sustainable resource management: land, water and natural resources,

· Professional and equipment capacity building of Kosovo Environment Protection Agency,

· Increasing the performance level of Environment Inspectorate,

· Preparation of Kosovo’s Spatial Plan,

· Capacity building of Spatial Planning Inspectorate,

· Establishment and support of Master Studies in Urban Planning and Management.

· Drafting of the laws and other legal acts in construction, illegal construction and housing sector,

· Establishment and professional trainings of the Inspectorate for Construction,

· Professional and financial support of the Social Housing program,

· Drafting the laws and other legal acts in water sector,

· Preparation and financial support for the strategy and programs for improvement of drinking water,

· Preparation and financial support of the strategy and programs for of the strategy and programs for sewage systems,

· Project preparation and financial support for treatment of river flows, accumulated water, and accumulative and protective barrages.  

Goals 

The aims of those programs that were determined as major programs for 2004 and following years shall depend on following projects:

· Compilation of Kosovo’s Spatial Plan; through this projects we plan to achieve our main goal and determination of priorities for year 2003, as well as for our engagement in following years. 


The aim of this project is to define the time framework and scope of works such as, method, way, financial means, intellectual potential and other supporting factors for Kosovo’s sustainable development strategy. 
The nature of this Project requires a professional and institutional support from Prime Minister Office and other Ministries, and from local, regional and international partners and institutions. 
The models of economic functioning of our country shall be determined through different interdisciplinary models and analysis. Determining economic sectors that will be main actors in sustainable development of the country.

· Studies, supplies and construction works in the barriers of accumulative lakes Batllava, Badovc and Radoniq. The project’s aim is the amplification of barriers and the maintenance of drinking water. 

· Construction of social apartments: the aim of this project is have an indirect approach toward the environment and housing issues, and directly in relief of housing issue for the people with very bad economic conditions and without any possibility for family shelter.  

Strategy


MESP’s objectives are the internal organization of the ministry including the central action strategy in order to develop an overall functional structure and with detail description of responsibilities in different levels such as regional and municipal responsibilities. Also required is the classifying, into the short-term, medium-term, and long-term, the priorities and objectives of the Ministry of Environment and Spatial Planning.

Ministry’s engagements shall be directed in policy making and application of such policies in the fields such as, protection of environment, spatial planning, housing-construction and water, which fields are key pillars of the Ministry.

One of the main goals of the Ministry is the Establishment of Environment Protection Agency, which is at final stage.  Also participation in the Southeastern Europe’s Stabilization Pact.

In relation with spatial planning, the Ministry’s plan is the establishment of legal framework for dealing with unlicensed construction based on which there are four possibilities: inspection and regulative procedure, fees, confiscation and destruction procedure.

Priorities in housing and construction field are as follows: increasing the donor’s fund for reconstruction of the houses of families destroyed during the war Social Housing Pilot Project, the implementation of which is undergoing in Deçan and Skenderaj and soon is expected to start in Klina. Establishment and full operation of Water Department which at this moment is operating.

The Ministry of Environment and Spatial Planning will continuously endeavor the implementation of the projects and in particular the Law on Housing and Construction, Law on Spatial Planning and Law on Water. 

The efforts shall continue for our country to have a clean environment, modern spatial planning, modern constructions in towns and villages as well as clean and sufficient drinking water.   

Regulations

UNMIK/Administrative Direction/2003/33 – 6 November 2003 – on the promulgation of the Law adopted by Assembly of Kosovo on Occupational Safety, Health and Working Environment

UNMIK Regulalation/2003/30-10 September 2003 – on the promulgation of the Law adopted by Assembly of Kosovo on Spatial Planning

UNMIK/Reg/2003/9 – 15 April 2003   - on the promulgation of the Law Adopted by Assembly of Kosovo on Environmental Protection

UNMIK/Reg/2001/19 – On the Executive Branch of the Provisional Institutions of Self-Government in Kosovo

Regulation 2000/53  – On Construction in Kosovo – Also known as Rexhep Luci Regulation on Construction” (1)

Regulation 2000/32 – On Establishment of Administrative Department of Environmental Protection

2004 Budget

Provides €3,000,000 for year 2004 and this represents a 19 percent decrease compared with 2003 Budget Review. This decrease is as result of last year allocation of surplus because the Ministry has received €700,000 for the Batllava barrier rehabilitation project. 34.5 percent of the 2004 budget will be dedicated for Department of Environment, 41 percent for capital investments mainly allocated for Housing Department, Department of Environment, and Department of Spatial Planning.

Ministry of Environment and Spatial Planning
Table 1. By departments


	Department
	2003 Revised
	2004 approved
	2005 estimate
	2006 estimate

	Environment
	917.000
	1037.500
	1.125.000
	1.255.513

	Spatial Planning
	814.000
	594.000
	727.450
	861.323

	Central Administration
	432.000
	444.816
	556.432
	676.004

	Water Resources
	945.000
	325.684
	452.375
	619.194

	Housing
	592.000
	598.000
	646.025
	671.826

	Total
	3.700.000
	3.000.000
	3.507.282
	4.083.860

	% annual change
	
	- 19
	17
	16


Table 1. By economic categories

	Department
	2004

Employees
	Wages and Salaries
	Goods and Services
	Capital Expenditures
	Total

	Environment
	145
	325,000
	362,500
	350,000
	1,037,500

	Spatial Planning
	50
	169,000
	125,000
	300,000
	594,000

	Central Administration
	63
	182,316
	192,500
	70,000
	444,816

	Water Resources
	52
	97,500
	130,000
	98,184
	325,684

	Housing Department
	35
	110,500
	87,500
	400,000
	598,000

	Total
	345
	884,316
	897,500
	1,218,184
	3,000,000

	As a  %  of total
	
	29
	30
	41
	100






Reserved Power Organizations


CUSTOM SERVICES

Mission 

· Collection of customs duty, VAT, and excises for imported goods, collection of internal excise.

· Protection of society (from import of prohibited goods such as, weapons, narcotics)

· Protection of legal trading by preventing smuggling

Objectives 

 The following capital projects were foreseen for the 2004 Budget:

· Camera program (CCTV): the aim of this project is the installation of cameras in all boundary points in order to have an electronic registration of vehicle movement.

· IT equipment; In order to implement the major project called “TIMS” is required the purchase of new equipment such as computers, printers, servers, etc, in order to have a better control on working process.

· XR Machines: the aim of Customs Service for buying such machine is easy detection of hidden goods.

· Construction of custom facilities. In every boundary point are temporary established containers. It is planned to build permanent facilities in order to provide better working conditions for Customs Service’s employees.

· Equipment of Anti Smuggling Unit. The aim of this project is to provide the most sophisticated equipment for this unit in order to prevent smuggling.

· Purchase of vehicles: Replacement of existing and depreciated or damaged car fleet and to fulfill the need of newly established units.

Strategy

After covering the large part of borders and boundary points, the strategy of the Customs Service is directed on procedure improvement, as the result of the introduction of the new Customs Code for Kosovo (UNMIK Regulation 2004/1). In this direction, the aim is to achieve European standards for Customs, for example, it is planned the establishment of different units including units for post control of documents, improvement of financial procedures by working in the direction that every transaction to go through banks and to not use cash as a payment mean but also other means.

2004 Budget

2004 Kosovo Budget for Customs Service provides a total of €6,792,296. The budget also provides an average of 496 employees, an increase of 57 staff from the 2003 level.  The reason for recruitment derives from the fact that in accordance with development plan 2003 were created new enforcement smuggling units (9 anti-smuggling teams were established in additional to 4 existing ones and an investigation unit).  After the recruitment for these units, the Customs Service is in a better position to perform its mission.

Also, during 2003 there are some new boundary points that were established such as Morine and Qafe e Prushit point (border with Albania), and also it is decided the opening of new boundary point in November with Serbia (Boundary point “Point 6” or Muqibab). Increase of staff is a key factor in realization of Customs Service’s projects.                                             

 Customs Services


Table 1. By departments

	Department/Program
	    2003 Revised
	    2004 Approved
	   2005 Estimate
	    2006 Estimate

	Customs Service
	10,040,000
	6,792,296
	5,668,064
	5,854,641

	Total
	10,040,000
	6,792,296
	5,668,064
	5,854,641

	% annual change
	   
	   -32.34
	   -16.55
	    3.29


Table 2. By Economic Category

	Department/ Program
	2004

Employees
	Wages and Salaries
	Goods and Services
	Capital outlays
	Total

	Customs Service
	496
	2,362,143
	2,965,453
	1,464,700
	6,792,296

	Total
	496
	2,362,143
	2,965,453
	1,464,700
	6,792,296

	As a % of total
	
	   34.78
	    43.66
	    21.56
	100


Regulations  

Regulation 1999/3, Administrative Instruction1999/1

Regulation 2000/2, 2000/55, 2000/56

Regulation 2001/11, 2003/23, Administrative Instruction 2003/4

Ex-Yugoslav Law on Customs (was replaced by the new Customs Code on 1//3/2004, UNMIK Regulation 2004/1)

GENERAL AUDITOR’S OFFICE

Mission

The role of General Auditor is fundamental in guaranteeing independent oversight of financial management procedures within public sector in Kosovo, in compliance with the highest standards on transparency, accountability in financial management and welfare of public administration in Kosovo.

The General Auditor will report to the SRSG as required under Regulation 2002/18, however in due course the Auditor General will report to the Assembly. General Auditor will help on gaining trust between Kosovo people and their representatives. 

Development

European Union Pillar in Kosovo as a key factor for economic changes and reconstruction is responsible to establish GAO.

For the first time, General Auditor was appointed by SRSG on November 2003 for a period of 3 years. Also in that month, the General Auditor has appointed his primary deputy. General Auditor will ensure that Public Sector Audit Standards are published and maintained in writing. Auditor General also will develop relevant professional links with other Supreme Audit Institution and ensure that GAO develops within the parameters of European standard and practices. 

Funding to establish and develop Supreme Audit Institution in Kosovo is secured from four (4) sources.

European Agency for Reconstruction 

European Agency for Reconstruction (EAR) provides €2.2 million grant for technical assistance and the commitment for project building for more than forty (40) months. The Grant is dedicated for engagement of the required technical expertise for implementation of project training and capacity building, especially for objective, delivery and evaluation of recruited auditors in public sector (External Audit); purchase of special hardware equipment; and contracting external audit works.

UNMIK EU Pillar

EU administration in Kosovo is funding the salaries of the International General Auditor and for Deputy General Auditor for three years. Moreover, EU also will fund the salaries of the Project Management Unit (PMU) to support the implementation of the project and develop GAO. PMU will report to the General Auditor. 

Kosovo Consolidated Budget

Kosovo Consolidated Budget (KCB) will cover the salaries and wages for the local civil servants and for GAO Audit staff. KCB also will cover in general the works of this institution including purchase of inventory and IT equipment for every employee. In the future KCB will cover complete expenditures of GAO.

GAO budget was determined independently from the executive branch. This is a normative feature for Supreme Audit Institutions and pronounces the independency of the organization and protects it from political interferences.




General Auditor’s Office

Table 1. By department

	Department/ Program
	2003

revised
	2004 

approved
	2005 estimate
	2006 estimate

	Audit Division
	
	155.690
	243.682
	350.842

	Administrative Division
	
	574.752
	576.894
	570.114

	IT Division
	
	16.085
	16.598
	17.136

	Total
	1.087.973
	746.527
	837.174
	938.092

	% Change
	
	- 31.4
	12
	12


Table 1. By economic category

	Department
	2004 

Employees
	Wages and Salaries
	Goods and Services
	Capital Investment
	Total

	Audit Division
	24
	82,026
	73,664
	
	155,690

	Administrative Division
	21
	55,265
	430,487
	89,000
	574,752

	IT Division
	3
	10,253
	5,832
	
	16,085

	Total
	48
	147,544
	509,983
	89,000
	746,527

	 As a % of Total
	
	20
	68
	12
	100


Sigma (OECD)

Special agreement was reached with Sigma for establishment and operation of Focus Group (specialists). It is expected that this group of specialist will conduct necessary strategic management and technical consultancy in relation with this project, as well as ensuring direct access in working plan.

2004 Special Activities

· Preparation of Strategic and Development Plan;

· Development of organizational structure and policy of GAO;

· Evaluation of requirements and development of HR Strategy for GAO;

· Preparation of prior training plan for auditors and technical capacity building in every level; 

· Implementation of Training Programs;

· Creation of terms of reference for staff; 

· Management of the procedures for approval of EU and International Audit Standard’s requirements for GAO, translation and elaboration of audit standards, development of audit methodology including preparation of manuals and guides (managing principles), development of qualitative audit procedures, coordination of audit activities;

· Management of pilot audits and to ensure the application of audit standards during audit in BPK, EU funds and other public funds;

· Establishment of IT strategy;

· Establishment of plans and projects for knowledge application in GAO’s structure, work and responsibilities.

Development of General Auditor’s Office in 2004 requires investments in human resource as well as in hardware equipment and technology. European Agency for Reconstruction will provide the means for technical assistance and training in order to strengthen the GAO’s central responsibilities. Kosovo Consolidated Budget will fund trainings for capacity building of supporting services within GAO.

Main priorities for 2004 are as follows:

· Establishment of technical assistance and training sources;

· Gradual recruitment of staff and supporting staff;

· Development of IT infrastructure;

· Usual training programs focused on development of analytical skills, generation of understanding and commitment in audit procedures, audit skill and audit reports. The main purpose is to increase the local staff’s responsibilities in order to fulfill the Supreme Audit Institution’s requirements.

· Pilot Audit Plan;

· General Auditor may also engage assistance from other Supreme Audit Institutions and other audit organizations to conduct audits for its own interest.

DIRECTORATE FOR ADMINISTRATIVE AFFAIRS

Mission

The Directorate of Administrative Affairs (DAA) is responsible for the provision of public services to the population of Kosovo both directly as well as by supporting the work of other Departments. It is responsible for the establishment of a legal and institutional framework for the delivery of services on a sustainable basis, including resident and civil status registration in accordance with UNMIK Regulation 2000/13 and the authority over the civil registry database for the issue of ID cards, travel documents as exercised by the Central Processing Center (CPC). It has responsibility as well for the publication of the Official Kosovo Gazette (OG).

In addition, the Directorate is also responsible for the overall coordination of property related matters of public buildings, and the Housing and Property Directorate/Housing and Property Claims Commission.  HPD/HPCC is mandated by UNMIK Regulation 1999/23 and 2000/60 to provide quasi-judicial resolution of specific categories of Housing and Property claims. HPD deals with property loss through discrimination, property sales through ‘informal’ transactions, and loss of possession through illegal occupation of homes of displaced persons after the 1999 conflict. HPD is also authorized to take possession of abandoned properties and allocate them on humanitarian grounds. The effective implementation of the HPD mandate will contribute to economic stabilization and investment in Kosovo. 

The Directorate has established a new Central Administrative Services unit and submitted a request for extra budget for this unit in 2004. This unit will provide usual administrative and financial services for all 5 sectors within the Directorate of Administrative Affairs and for the Office of the Director.

Purpose

· Implementation of regulations in order to ensure a full registration of Kosovors and all ethnic groups in Kosovo or for the people with wishes to return in Kosovo.

· Ensure that the stakeholders are aware and informed about relevant instructions and regulations, legal means and other procedures governing the civil registration process.

· Ensure the improvement of such directives and regulations in order to allow all Kosovors to register. Ensure that the staff managing the registration activities is fully trained and informed in relation with the CCR’s instructions.

· The number of housing request solved through HPCC’s decision or interventions.

· Number of abandoned properties emplaced under HPD administration.

· Non-eviction of illegal occupants, which has illegally take under possession any housing facilities.

· Secure and protect the properties under UNMIK administration and control them until all the property rights are solved.

· To act as a Central Authority in the cases when the Municipalities plan to rent their property for more then 10 years or to sell Municipal property.  

Objectives

· Create and continue with model civil registration of Kosovo’s inhabitants.

· Provide civil registration services for all ethnic groups in Kosovo region, and to ensure that every registered person receives UNMIK Identification Card and is granted with the right to apply for UNMIK Travel Document.

· Review of registration cases;

· Cooperate with Municipalities, OSCE and other organization regarding Municipal Elections and civil registration;

· Review of housing property related cases, implement HPCC decisions and administration of abandoned properties. 

· Protect the legal status of the property possession, which are abandoned by real owner by emplacing them under its administration and with such act to take the pressure from IDPs or refugees for selling their properties.

Strategy

· Engage mobile teams in registration of minorities in enclaves

· Public campaigns for registration services in order to inform the public.
· Cooperation with communities’ local leaders to assist the mobile teams in registration of minorities and handicapped people.

· To involve the Municipal administration in civil registration process and handing over the Civil Registration Documents.
· To control the sale and availability of the Official Gazette in Kosovo’s Postal Offices.

· Ensure the availability of Official Gazette in every public library for free use and consulting. 

· Provide relevant management of all appeals (as Central Authority) against Municipal decision in relation with public property/buildings.

· To accelerate the request solving process by reviewing the large part of request consistency.

· To carry out 100 evictions per week in 2004.

· Identification of abandoned properties and their emplacement under HPD administration. 

Regulations

UNMIK Regulation 2001/9 and Constitutional Framework on Kosovo’s Provisional Self-governing, under new self-governing structure, UNMIK will keep the competence on Housing and Property Directorate including the Commission for Housing and Property Claims and the responsibilities over the civil registration database, which should be maintained in cooperation with Provisional Institution of Self-Government (PISG).    

2004 Budget 

2004 Budget provides €5,200,000 for seven programs within the Directorate, including €50,000 for Administrative Services, which is a new unit within this Directorate. 88 percent of the total funding is dedicated fro three programs. 43 percent of the total funding is dedicated for Central Processing Center, while Travel Documents and Housing and Property Directorate will receive 25 percent and 20 percent, respectively. 

Directorate for Administrative Affairs

Table 1. By departments

	Department
	2003 Revised
	2004 Revised
	2005 Estimate
	2006 Estimate

	Civil Registry
	157.193
	202.139
	253.632
	255.313

	Central Processing Center
	3.008.786
	2.267.766
	2.421.605
	2.446.635

	Official Gazette
	106.948
	106.912
	145.182
	156.745

	Housing and Property Directorate 
	1.259.149


	1.075.000
	1.200.000
	1.200.000

	Travel Documents
	1.167.924
	1.298.183
	1.276.855
	1.282.710

	Publicly-owned Buildings
	250.000
	200.000
	302.034
	320.021

	Administrative Services
	
	50.000
	50.468
	51.011

	Total
	5.950.000
	5.200.000
	5.649.776
	5.712.435

	% annual change
	
	-12.6
	8.6
	1


Table 2. By economic category

	Department
	2004

Employees
	Salary and Wages
	Goods and Services
	Capital outlays
	Total

	Civil Registry
	11
	32.030
	170.109
	
	202.139

	Central Processing Center
	215
	476.766
	1.756.000
	35.000
	2.267.766

	Official Gazette
	3
	7.812
	99.100
	
	106.912

	Housing and Property Directorate
	85
	176.318
	898.682
	
	1.075.000

	Travel Documents
	35
	73.433
	86.000
	1.138.750
	1.298.183

	Publicly-owned Buildings
	5
	12.890
	187.110
	
	200.000

	Administrative services
	4
	10.350
	39.650
	
	50.000



	Total
	            358
	789.599
	3.236.651
	1.173.750


	5.200.000

	Ass a % of Total
	
	15
	62
	23
	100


OFFICE OF KPC COORDINATOR
Mission

Ensure a fast reaction of KPC in Kosovo wide. In case of high-level incidents, KPC will support other emergency services. KPC is a unique structure capable to conduct de-mining operations and to contribute in reconstruction of community infrastructure.

Purpose

Office of KPC Coordinator is consisted from two programs:

1. Kosovo Protection Corps

2. Management - Coordination
 1. Kosovo Protection Corps

· Develop KPC into a public, operational and transparent institution in accordance with its mandate

· Development of the KPC structure and the determination of duties and the role of each unit.

· Rationalize and develop the KPC estate/infrastructure in line with the new organizational structure.

· Promote proportional minority participation in order to create relations with them.

· Develop the KPC operational capacity in line with Regulation 1999/8.

· Develop the KPC logistic and administrative capacity for increased self-sustainability.

· Continue and develop KPC involvement in reconstruction and humanitarian assistance.

2. Management - Coordination

· Ensure the management, oversight and coordination of KPC in order to apply with standards established for KPC until the fully independency of KPC.

· Manage and control all mine activities in Kosovo to ensure full compliance with International Standards on Mine Actions.

· Continue to clear areas of the land that still contain mines and UXOs.

· Step-by-step transfer of responsibilities to the local staff.

Objectives

1. Institution development

2. Restructure KPC

3. Rationalization of infrastructure, renovation and development of identified properties to be used in the future,

4. Participation of minorities,

5. Development of operational skills, 

  a) Development of the de-mining capacity of KPC,

  b) Development of KPC capacity for emergency response,

  c) Development of KPC training capacity, 

  d) Development of KPC communication network, 

6.  Development of KPC administrative and logistic capacity, 

7. Development of KPC reconstruction and humanitarian assistance capacity, 

Strategy

1.  Continue the close cooperation with KFOR and other key factor through newly established coordinative mechanism with working groups in different levels.

2.  Continue the increase of donors support for KPC development.

3.  Capacity building of KPC through step-by-step transfer of limited responsibilities for planning, training, administration and logistics.

Regulations

The role and duties of KPC are set out in UNMIK Regulation no 1999/8 and priority objectives are set out in standards prepared by UNMIK.

Regulation 2001/9 on Constitutional Framework for Provisional Self-Government in Kosovo, Section 7 and 8.1 (15 May 2001)

Standards for KPC (July, 2002)

COMKFOR presentation for Laws related with KPC.

KPC Disciplinary Code (6 July 2001)

Plan of responsibility transfer in activities against mines and UXOs in Kosovo (December 2001)

Order to activate the KPC reserve resources (7 December 2001)

Instruction on KPC active reserve resources (1 March 2002)

KPC permanent foundation (2 September)

Obligations of the Office of KPC Coordinator (1 April 2003))

Draft Law on Civil Preparedness in urgent cases

2004 Budget

2004 Kosovo Budget provides total funding of €15,000,000 for the Office of KPC Coordinator, for operational cost of KPC €14,436,719 and for Management, Oversight and Coordination €563,281.

The 2004 Budget for Kosovo Protection Corps is based on a total staff of 3,429, including 3,052 Active members, 100 civil members and 277 reserve members eligible for up to 36 days of training every year. The budget is allocated as follows: €90,086,719 for wages & salaries, €4,200,000 for goods and services and €1,150,000 for capital outlays. 2004 approved budget is higher in real terms compared to 2003 budget. 2004 Approved budget for budget line Management, Oversight and Coordination is higher for €563,281 compared with 2003. Budget is allocated as follows: €55,281 for wages and salaries, €458,000 for goods and services and €50,000 for capital outlays. Factors that influenced in such increase in 2004 budget are as follows: increase of training activities for local staff, by applying the international standards for KPC for fast and accountable reaction in necessary cases and support for de-mining operations in areas where the mines are still present. 
Office of KPC Coordinator
Table 1. By departments

	Department /Program
	2003 Revised
	2004 Approved
	2005 Estimate
	2006 Estimate

	Kosovo Protection Corps
	12,376,129
	14,436,719
	15,066,789
	15,747,438

	Management, oversight and coordination
	338,184
	563,281
	674,084
	584,974

	Total
	12,714,313
	15,000,000
	15,740,873
	16,332,412

	% of annual change
	
	18 
	5
	8


 Table 2. By economic category
	Department/Programs
	2004 Employees
	Wages and Salaries
	Goods and Services
	Capital outlays
	Total

	Kosovo Protection Corps
	3,429
	9,086,719
	4,200,000
	1,150,000
	14,436,719

	Management, oversight, coordination
	20
	55,281
	458,000
	50,000
	563,281

	Total
	3449
	9,142,000
	4,658,000
	1,200,000
	15,000,000

	As a %  of Total
	
	61 
	31
	8 
	100


KOSOVO POLICE SERVICE

The Role

The role of the Kosovo Police Service (KPS) is to maintain peace and public order in Kosovo through the establishment of a professional and effectively functioning local police force.

This will be achieved by the completion of key activities, including completing the selection/recruitment process to ensure that the best candidates are accepted for the Kosovo Police Force; completing basic, special and field training for all local Police Officers; establishing a professional province wide Police Force structure; creating a complete logistical support system for the local Police; and securing the necessary infrastructure, equipment and other resource.

Under the new self-government structure in accordance with UNMIK Regulation 2001/19 and the Constitutional Framework, UNMIK will retain responsibility for the law enforcement institutions and the correctional service both of which include and are supported by local staff.  The primary role of the Kosovo Police Service is to create and operate a professional and effectively functioning local police force.

The Government responsibility for formulating and implementing policing policy and for law enforcement in Kosovo is exercised primarily through UNMIK Police, which is responsible for coordinating the development and activities of the KPS.  Ultimately this responsibility will be assumed by the KPS within the future government structure of Kosovo.

2004 Budget

€52,960,000 and 8830 equivalent positions have been allocated from Kosovo Police Service from 2004 Kosovo Budget. The amount has been broken down as follows: 42 percent for wages and salaries of officers and supporting staff, 31 percent for goods and services and 26 percent for capital outlays.

Although the budget appropriation for 2004 represents of €9,332,000 compared with 2003 revised budget (because €3,728,000 were allocated from surplus, there is still an unfounded requirement in amount of €10,895,215 mainly for capital outlays. The Kosovo Police Service has examined the options available given from approved budget and considers that priority must go on transfer of operational responsibilities as part of transition, which requires major financial resource, by ensuring a sustainable and professionally trained staff and equipped with relevant technology.

Table 1. By department

	Program/Department
	2003 revised
	2004 approved
	2005 estimate
	2006 estimate

	Management
	
	2,355,023
	1,956,903
	1,956,903

	Operations
	
	24,661,393
	20,481,843
	19,581,843

	Special operations
	
	5,002,288
	3,276,562
	3,276,562

	Investigation
	
	1,360,759
	1,042,584
	1,042,584

	Administrative Services
	
	2,897,715
	22,263,265
	2,663,265

	Supporting Services
	
	16,682,822
	22,477,532
	20,433,412

	       Total
	43,628,000
	52,960,000
	51,898,689
	48,954,569


Table 2.By economic category

	     Department/Programs
	2004

Employees
	Wages and Salaries
	Goods and Services
	Capital outlays
	Total

	Management
	180
	431,899
	1,127,404
	795,720
	2,355,023

	Operations
	6,679
	1,7528,700
	261,638
	4,513,055
	24,661,393

	Special Operations
	1,185
	2,975,632
	411,056
	1,615,600
	5,002,288

	Investigation
	117
	340,374
	637,260
	383,125
	1,360,759

	Administrative Services
	249
	494,979
	1,106,236
	129,500
	2,897,715

	Supporting Services
	420
	677,953
	10,732,778
	5,27,091
	16,682,822

	       Total
	8.830
	22,449,537
	16,634,372
	13,876,091
	52,960,000

	As a % of Total
	
	42
	31
	26
	100


2003 PROGRAM ACTIVITY OVERVIEW

For 2004, the activities of Kosovo Police Service shall fall within following programs;

Management

The purpose of this program is to keep the public order and to apply the Kosovo’s law through a development of effective police service based on democratic principles. This will be achieved by continuing the contacts with UNMIK, KFOR and Interpol.

This objective will be achieved through mutual cooperation which will provide exchange of information with Interpol for founding and collection of evidences for preventing organized crime. On the other side, Public Relation Office will provide accurate and timely information regarding criminal incidents and KPS activities, which will impact on gaining, trust and support from people.

The purpose of Kosovo’s Office for Organized Crime is to identify, collect information, arrest, persecute the persons, which are involved in organized crime regardless of their motives.  This will be achieved through new recruitments and training in every Regional Center and by applying the relevant technology for prevention of organized crime.

Operations

Under this program will fall operations such as Border Police, Public Safety and Traffic Safety.

Border Police aims to stop the flow of illegal persons and contraband and by allowing uninhibited flow of legitimate persons and material through approved border control points. 

The operations in airport are the same in principle with the exception of security on passenger flow control. This will be achieved through the recruitment of KPS officers by the end of 2004 and supplying with border police relevant technology.

Traffic Police aims to control and manage the traffic flow by reducing the number of accidents/injuries/fatalities in Kosovo roads. Traffic Police in spread in Kosovo wide territory. 

Traffic control with bike unit is more flexible if used in municipalities (towns) where the traffic jam is evident.

Public safety aims to provide prompt and complete information for the situation based on which the KPS Command will make operational decisions.

Special Operations

Special Operations program is tasked with the responsibility to restore the peace and order in those circumstances that overwhelm the normal police response. In order to achieve its objectives, this program required professional training for chosen KPS officer through special trainings for behaving in high risk circumstances:

-Riot control

-Inhibition of dangerous vehicles

-Critical infiltrations

-Hostage negotiation

-Deactivation of explosive means

All of these activities will be conducted by the following units: 

· Special Police Unit-SPU,

· Dog Unit,

· Close Protection Unit, and  

· Prisoners Escort Unit

Criminal Investigation

This program aims to provide extended and complete investigations into criminal incidents reported in Kosovo. These activities will be conducted through Criminal Investigation unit which is consisted from:

· Missing Persons Unit,

· Witness Protection

· Prostitution Traffic Unit

· KPS Intelligence System

· Legal investigations and crime lab

· Central Unit for Criminal Investigations.

Administrative Services
In order to have an effective KPS service, the administration within KPS seeks to provide modern services by utilizing high-level technologies.

Administrative activities will be conducted through:

· Administrative Policy planning

· Human Resources

· Trainings

· Professional Standards Unit

Supporting Services

Kosovo Police Service is continuing to receive the administrative responsibilities for 18 police stations. The majority of the building will be renovated or reconstructed. There is a need for construction of new facilities for Zubin Potok and Lubizhdaj police station. Therefore, to ensure the necessary infrastructure, technical assistance and efficient implementation for all KPS Unit, the Supporting Services will conduct their activities in form of specialized services such as:

· Logistics

· Management Services

· Fleet Operations

· Weapon Authorization

KOSOVO POLICE SCHOOL
The Mission

Under the mandate of United Nations in accordance with Resolution 1244, UNIMK III Pillar is obliged to help on creation and establishment of police service. On 19 July 1999, Ambassador Kim Traavik, Head of OSCE, addressed a letter to Mr. Bernard Mizet, Under General Secretary for Peace Operations, which contained that he as a responsible for institutional building will “establish and administer the Police Service …, will provide essential and advance training for Kosovo Police Service member (…).” This includes the establishment of professional, successful, self-sustainable police service and the Police School that provides – in addition to essential training – advance, specialized and management trainings due to the fact that the management and specialized functions will be transferred to the Kosovo Police Service.

Purpose

KPS program aims are as follows: 

· Development of sustainable, representative services with community grounds and professional exercise of the rule of order;

· Local capacity building for professional maintenance of standards for rule of order and trainings;

· Assist in transfer of these responsibilities to the Provisional Ministries and Government of Kosovo. 

Objectives

· To ensure the general funding from Provisional Institutions of Self-Government for essential training without depending on donors support;

· Seeking donors support only for special projects; 

· Development of Long-term Training Plan (including budget charges) which will help on professional re-certification;

· Full coding, into a law from, of the rules and procedures for KPS and its staff;

· Full codification, into a law form, of minimal training standards acquired for certain officers in specialized fields;

· Defining the nature and the level of links between the standards of police education and high educational entities within Provisional Institutions of Self-Government.

Strategy

· Preparation of the detailed analysis for KPS operational expenditures, as an applicable and transferred entity the Provisional Institutions of Self-Government. 

· Development of detailed plan, which will ensure the donor’s support in a manner of minimizing the damages to the KPS operations and standards;

· Identifying and gaining funds from Kosovo Consolidated Budget which would support the transferred KPS as a sustainable institution;

· Survey of alternative options for annual revenue resources, as required;

· To act in cooperation with relevant components of Provisional Institutions of Self-Government and UNMIK in supporting these objectives; 

· Starting the process of legal compilation for the staff policy/procedures and professional training standards;

· Investigating the options for the cooperation role with the educational institutions and programs. 

Kosovo Police School

Table 1. By department     

	Department/Program


	    2003 Revised
	    2004 Approved
	2005 estimate
	2006 estimate

	Kosovo Police School
	-
	2,001,900
	1,682,997
	1,865,864

	Total
	-
	2,001,900
	1,682,997
	1,865,864

	% annual change
	-
	
	-16
	11


Table 2. By economic categories

	Department/Program
	2004

Employees
	Wages and Salaries
	Goods and Services
	Capital outlays
	Total

	Kosovo Police School
	225
	300,000
	1,501,900
	200,000
	2,001,900

	Total
	225
	300,000
	1,501,900
	200,000
	2,001,900

	As a % of Total
	
	15
	75
	10
	


DEPARTMENT OF JUSTICE

The role

Department of Justice aims to establish an effective and efficient judicial system that promotes the rule of law and respect for human rights for all Kosovo’s citizens regardless of ethnic differences and in accordance with applicable law and international standards and practices. This is achieved through strategic objectives such as:

· Designing and directing an effective and efficient system of courts and prosecutors’ offices that promotes the rule of law and respect for human rights for all;
· Integrating ethnic minorities into the Kosovo justice system, facilitating their access to justice, and monitoring the treatment of minorities by the justice system;

· Bringing national forensic medicine and pathology services up to internationally acceptable standards to enable them to provide forensic evidence to criminal investigations;

· Monitoring the work of judges and prosecutors, including auditing the functioning of the courts and public prosecutors’ offices and investigating allegations of judicial and prosecutorial misconduct; and 

· Protecting victims’ rights and ensuring their participation in criminal prosecutions 

It is the role of Department of Justice to develop strategies and policies concerning the judicial system in Kosovo and to take care about the faith of missing persons and to help and protect the victims. The activities of Department of Justice are carried out through the following programs:

· Judicial Administration

· Victim Advocacy and Protection Unit

· Administration and supporting office
· Office on Missing Persons and Forensic Medicine 

· Legal Policy Unit

· Kosovo Judicial and Prosecutorial Council

· Judicial Inspection Unit

· Special Chamber of Supreme Court
2004 Budget

2004 Kosovo Budget provides €14,228,250 to carry out DOJ objectives. 2003 Approved Budget for this organization was €12,670,000 but, during surplus process, to the Department of Justice (Office on Missing Persons and Forensic Medicine) was allocated an amount of €1,140,000 for enlargement of the body examination room. On the other side, SRSG has added €168,881 to the budget of Special Chamber of Supreme Court so the 2003 revised budget for Department of Justice was €13,978,881.

The number of employees in 2003 was 1,848 despite the estimates for 2,058, while the estimate for 2004 is 2,539 employees. The number of employees in 2004 is planned to increase by 481 compared with estimates for 2003. Whilst, based on the number of employees in December 2003 and the estimates for 2004, we can say that 461 new staff will be recruited in 2004 in Department of Justice. This increase is justified with transfer of responsibilities from international to locals.

49 percent of Department of Justice’s budget is for salaries and wages, 34 percent for goods and services and 16 percent for capital outlays.

Justice Department

Table 1. By department

	Department/ Program
	2003 revised
	2004 approved
	2005 estimates
	2006 estimates

	Judicial Administration
	
	11,436,471
	10,675,377
	10,738,377

	Victim advocacy unit
	
	583,141
	592,132
	597,739

	Administrative and supporting office
	
	755,444
	558,840
	523,928

	     Office on Missing Persons
	
	739,646
	1,124,053
	1,104,141

	     Legal Policy Unit
	
	102,999
	85,414
	83,100

	     Kosovo Judicial and Prosecutorial
	
	182,209
	114,144
	115,651

	     Judicial Inspection Unit
	
	104,139
	125,331
	227,324

	     Special Chamber
	
	324,201
	370,959
	405,358

	       Total
	13,978,881
	14,228,250
	13,646,250
	13,795,618

	% Annual change
	
	2
	-4
	1


Table 2 by economic categories

	Program/Department
	2004

Employees
	Salaries and Wages
	Goods and Services
	Subsidies and transfers
	Capital outlays
	Total

	Judicial Administration
	2358
	6,440,377
	2,896,094
	
	2,100,000
	11,436,471

	Victim advocacy unit 
	29
	68,697
	414,444
	100,000
	
	583,141

	Administrative and supporting office
	38
	106,429
	468,040
	
	180,975
	755,444

	Office on Missing Persons
	71
	192,146
	537,500
	
	10,000
	739,646

	Legal Policy Unit
	11
	28,299
	74,700
	
	
	102,999

	Kosovo Judicial and Prosecutorial
	12
	28,709
	153,500
	
	
	182,209

	Judicial Inspection Unit
	10
	46,839
	57,300
	
	
	104,139

	Special Chamber
	10
	31,001
	293,200
	
	
	324,201

	Total
	2.539
	6,942,497
	4,894,778
	100,000
	2,290,975
	14,228,250

	As a % of total budget
	
	49
	34
	1
	16
	100


 Judicial Administration 

In accordance with section 5.3 (paragraph b to g) of Constitution for Provisional Institutions of self governance, mission of Judicial administration department is to prepare the institutions of Kosovo to conduct their responsibilities with high efficiency and to ensure a multiethnic judicial system with transparency in all administrative systems and processes.

The aim of judicial administration is the following:
· Training of staff by different necessary trainings

· Building adequate infrastructure for all courts and prosecutors offices 

· Administrative – financial efficient service and implementation of transparent practices in procurement

· Equipping the courts and prosecutors offices with information technology

· Securing the personnel, buildings of courts and prosecutors offices by the trained persons on this area of responsibility

· Courts management and administration preparation according to the modern models that are accepted internationally. 

The budget for 2004 for judicial administration is €11,436,471 wherein €2,100,000 are foreseen for capital outlays for building’s renovation and equipment supply, €2,896,094 are foreseen for goods and services whilst the amount of €6,440,377 is foreseen for salaries and wages for employees. 

Since 1999 was estimated that number of judges and prosecutors should be 424, but until now are employed only 411, whilst in 2004 is expected to be employed another 12 judges and prosecutors. 

The current number of supporting staff (that includes court administrators, officials of civil statute, administrative assistants, typists, paralegal employees, cashiers etc) within the court and prosecutors offices is 1,490. Total number of employees within the main HQ of JAD 45. These employees are divided between the office of Director and finance, information technology, logistics and management of buildings, procurement and projects management (Statistics and monitoring) divisions. An estimated increase of about 415 employees is proposed for budget of 2004. 

The Victim Advocacy Unit

The Victim Advocacy Unit is established in beginning of 2002. This unit makes efforts for integration and institutionalizing the rights and interests of victims of crime within the judicial system of Kosovo. Parallel to this the unit aims to create a framework that offers assistance and reasonable services for victims. The offering of services includes the juridical services, emergency, internal long-term shelter services, physic – social assistance, medical assistance and financial compensation.

By acting in such way the Unit has established five categories of priority victims:

 -Trafficking victims 

 -Victims of domestic violence 

 -Victims of sexual mistreatment 

 -Victims that are minor persons of crime 

 -Victims of ethnic violence 

Therefore, as it can be seen the services that this Unit provides will be open for all victims regardless their gender, ethnicity, race, or their political, economical or social statute.  The victim advocacy and assistance unit makes effort to decrease the criminal acts in Kosovor society and persons that are victimized to integrate into the society.

This budgetary organization has estimated that during 2004 to have 29 employees and budget of €583,141, which is foreseen to be spent as in following €414,444 for goods and services, €68,698 for salaries and wages, whilst the other part of €100,000 are subventions and transfers. 

Administrative and supporting Office

The role of administrative and supporting office is to provide the necessary administrative support and logistic for the Department of Justice in an effective and efficient way.

With a budget of €755,444 and 38 employees for 2004, the administrative office aims to implement the adequate administrative and supporting provisions for transfer of responsibilities to the national staff. This office also aims to create relations and cooperation with relevant national, regional and international bodies.

Office on Missing Persons and Forensics (OMPF)

Office on Missing Persons and Forensics is responsible for all aspects of the missing persons operation, including forensics, reburials, logistics, administration and outreach activities. It is also responsible for the establishment and supervision of the Medical Examiner’s Office (MEO) with professional staff and in accordance with international standards.

The office was created in 2002 with order of SRSG and aims to implement the functional operations of the Medical Examiner’s Office, an aim that will be reached with the following activities:

· Recruitment, training and involvement of national staff in positions of forensic medicine (coroner), supply with modern equipments in order to conduct the activities of the office in high efficiency, implementation of effective systems for presenting the monitoring and issuance of Medical Examiner within Forensic Medicals in Kosovo.

· Consolidation of all data on missing persons that are issued regularly for all interested parties.

· Investigation of all cases and possible location.

· Exhume of corps from all locations.

· Identification of all corps remained for special persons.

· Providing the information campaigns for citizens on the fate of missing persons

· Holding regular dialogs with Serbian authorities for finishing the repatriation of corps left in Serbia.

The objective of office on missing persons is to solve the fate of missing persons as much as it is possible and provide efficient services and competent corners for the system of criminal justice in Kosovo. 

To achieve its objectives successfully to this Unit for 2004 was allocated the budget in amount of €739,646, which will be spent for the following €537,500 for goods and services, €192,146 for salaries and wages for 71 employees that are planned to be during 2004 for difference from 2003 where were planned 39 employees. 

Legal Policy Unit (LPU)

Legal Policy Unit has the following aims:

· Special projects for drafting and revising the legislation and estimation of systematic aspects of justice system in Kosovo.

· Advising (offering the juridical routine and principle advices for the Head of Justice Department).

· Juridical international assistance (processing of requests for and from Kosovo for juridical international assistance).

The budget for 2004 for the Legal Policy Unit €102,999 whilst 11 employees are planned to be for this year. This Unit aims to:

· Create database and system of saving the data for new Units.

· Support new Units with national Legal Officers and supporting staff

· To do gradual transfer of responsibilities of the International Legal Officers and supporting staff from managing role into the advisory role in each Unit.

Judicial Inspection Unit 

Judicial Inspection Unit (JIU) is responsible for conducting investigations of judicial and prosecutorial misconduct and sanctions or dismisses the judges and prosecutors that abuse with their duty and justification of name of the judge or prosecutor who was wrongly accused for mistake, is an life activity in creating public trust in the government intolerance towards the authority abuse and arbitrariness, respectively, establishment of the rule of law.

This unit aims to:

· Assist in establishment of an independent and impartial judicial system in Kosovo and to strengthen the trust of Kosovor citizen in the national judicial system as a significant aspect of democratization.

· To emphasize the functioning of judicial national system by investigating the professional misconducts by the judges and prosecutors, to justify the judges and prosecutors from the false accusations for misconduct and to undertake the necessary discipline measures when appropriate.

· To identify the problems and suggest corrections for court and public prosecutors office functioning.

· To develop national capacities in order that the international staff will leave and national staff will take the full responsibility of the Unit.

Budget for 2004 for this Unit is €104,139 whilst it is planned to have 11 employees within this Unit.

Kosovo Judicial and Prosecutorial Council (KJPC)

Kosovo Judicial and Prosecutorial Council as a component of authority to advice the Special Representative of Secretary General (SRSG) on the issues that are related with appointment of judges, prosecutors and lay judges, as requested, and to list to the pleadings on the each judge, prosecutor or lay judge, by including the making of recommendations for sanctioning or dismissal of the same for misconduct.

The purpose of this Council is professional increase and judicial and prosecutorial standards in country level through transfer of experiences from international staff to national staff.

During 2004 is planned that this Council should have 12 employees (for 2003 this council had budget allocation for 11 employees, but until November 2003 there were no employees) with budget of €182,209.

Special Chamber of Supreme Court

The Special Chamber of Supreme Court considers the lawsuits independently towards decisions of Kosovo Trust Agency and ensures that these decision are just, not differential and pursuant to the law.

The main aim of the Chamber is building of authentic infrastructure for achievement of proper and efficient functioning by creating access for citizen in time and to issue clear, concise verdicts and decision that are based in lawfully.

The budget for 2004 for the Special Chamber of Supreme Court is €324,201, with 10 employees.

KOSOVO CORRECTIONAL SERVICE – PRISONS

Role

Pursuant to the UNMIK Regulation No. 2001/19 and legal framework for Interim Self governance of Kosovo, UNMIK-u holds the responsibility on the institutions for implementation of law and correctional service in Kosovo. These two institutions have engaged national personnel and have their support.

The main role of the Kosovo Correctional Service is to create penal system based in the international standards – the system that aims social reintegration of the certain persons in the society instead of conviction. 

Main activities

· Reconstruction and renovation of prisons and detention centers throughout Kosovo according to the international standards, to increase capacity for sheltering the prisoners and detained that are in the prisons and detention center in Kosovo but also for the estimation. The current capacity is approximately 1,550 places, after opening of the new prison in Lipjan (240 places). With opening of “Block 6” in Dubrava Prison (150 places) and Open Prison in Lipjan (200 places), the total capacity will be approximately 2,000 places in 2005.  According to European Standards, the ratio of prisoners is 100 prisoners for 10,000 inhabitants.  Taking into consideration the current population of Kosovo the Prison Services should be ready to shelter 2,000 prisoners.

· Development and implementation of regulations and procedures that are completely in accordance with international correctional standards and respecting of basic human rights that are related with managing of correctional institutions and treatment and attention for prisoners.

· Avoiding the recidivism of the sentenced by assisting social reintegration of the prisoner into the civil society.
· Support for the human rights/ respecting of law through regular consultation and participation in cooperation with others in issues that have common interest as for instance the justice for minors, trafficking, treatment and attention for prisoners and detained that are physiological/ mentally disabled, social issues of personnel etc

· Establishment of programs for recreational, educational and professional trainings for all prisoners.

· Engagement and training of national staff for undertaking the management in KCS on the occasion of departure of international experts and correctional civil personnel for Correctional Institutions of Kosovo.
Budget for 2004

To achieve its objectives Kosovo Correctional Service will benefit from Kosovo’s Budget for 2004 fund in amount of €11,000,000.

For 2003 this budgetary organization had approved budget in amount of €7,800,000.

During the process of budget surplus to the Kosovo Correctional Services was allocated the budget in amount of €1,069,622 for extension of Lipjan Prison in amount of €500, 000 and €569,622 for economic categories – goods and services for all prisons.  For year 2003 was planned to have 1,618 employees, but until December of 2003 there were only 1,493 employees hired.  Therefore, until the end of 2004 is planned to employ 207 new employees, with the budget of €4,441,169 for salaries and wages, €3,580 whilst for capital outlays are planned €2,978,636.

Kosovo Correctional Service – Prisons

Table 1. by departments

	 Department/ Program
	2003 revised
	2004 approved
	2005 estimates
	2006 estimates

	Correctional Service of Kosovo
	8,900,000
	11,000,000
	15,066,192
	10,523,981

	 Total
	8,900,000
	11,000,000
	15,066,192
	10,523,981

	Annual change %
	
	23.5 
	37
	- 30


Table 2. by economic categories 

	  Department /Program
	2004

Employees


	Salaries and wages


	Goods and services
	Capital outlays
	Total

	Correctional Service of Kosovo
	1,690
	4,441,169
	3,580,195
	2,978,636
	11,000,000

	 Total
	1,690
	4,441,169
	3,580,195
	2,978,636
	11,000,000

	% In Total
	
	40
	33
	27
	100


Kosovo Correctional Service as indicator of execution of assessed achievements in the key programs with level of funds approved in 2004 has the following factors:

· Respect of the fundamental human rights and assistance for reintegration into the society.

· Creation of additional spaces in the cells to achieve the 2,000 places until 2004.

· Engagement of correction officers and civil personnel to achieve the total of 1,688-labor force 

· Appointment of 22 Kosovors for the positions of Co-Head in KCS.

· Training of all prisoners that are sentenced (in carpentry, tailor, hotelier, etc) based in their interest and duration of sentence and to enable the prisoners to get basic knowledge from their previous education level.

DIRECTORATE OF RURAL AFFAIRS - DRA

Role

The Directorate of Rural Affairs (DRA) shall perform all administrative tasks and functions to ensure a reliable and efficient delivery of relevant public services and safeguarding of public natural resources and property, in the agricultural and forestry sector.
The DRA executes the reserved powers and responsibilities of the SRSG in the agricultural sector which include control over the management and safeguard of public forests and forestlands, border controls over the import and export of plants, animals, plant and animal products and food, and management of the public veterinary services. In addition, the DRA participates in joint administrative coordination and executive boards that address food control activities and the coordination of forest and agricultural fire fighting measures, counter contraband measures and agricultural investment programs.

A Central Administrative Office (CAO) coordinates the Directorates administration, planning/programming and legal issues in support of three executive divisions:

· Office for Public Forests and Forestlands (OPFF);

· Kosovo Plant Border Service (KPBS) (Border transit control of plants and plant products including food);

· Kosovo Veterinary Service (KVS). (Border transit control of animals and animal products including food)

Budget for 2004

Budget for 2004 provides the amount of €1,591,630, for three mentioned divisions for functioning of directorate and its central administration.  This presents an increase of 33 percent compared with last year’s budget. As in 2003 the main financing will be allocated to the program – division of Veterinary Service in Kosovo (€1,046,528) with the aim of stopping and preventing the high infections of animals from certain diseases.

The other part of budget is dedicated to the program of Plant Border Service (€217,464), Office for the Public forest (€281,936), and central administration (€45,702). Looking in accordance with economic categories we have an increase in the position of salaries and wages from 35.3 percent for 2003, in 44.4 percent for 2004, and increase in the category of capital outlays from €383,354 in 2003, in €486,016 for 2004. The category of goods and services will have a decrease for about €85,000.

Directorate of rural affairs

Table 1. By departments 

	Department/Program
	2003 revised
	2004 approved
	2005 estimates
	2006 estimates

	Kosovo Veterinary Services
	     721,355 
	   1,046,528 
	    1,046,528 
	     1,046,528 

	Plant Border Control
	     175,524 
	      217,464 
	      227,464 
	        227,464 

	Office for Public Forests
	     218,719 
	      281,936 
	      293,779 
	        293,779 

	Central Administration
	       80,317 
	        45,702 
	        45,702 
	          45,702 

	Total
	1,195,915
	1,591,630
	1,613,473
	1,613,473

	Annual change in %
	
	33
	1
	0


Table 2. By economic categories

	Department/Program
	2004 Employees
	Salaries and wages
	Goods and Services
	Capital Outlays
	Total

	Kosovo Veterinary Services
	102
	     564,406 
	100,606
	381,516
	1,046,528

	Plant Border Control
	21
	       97,464 
	60,000
	60,000
	217,464

	Office for Public Forests
	18
	       45,072 
	192,364
	44,500
	281,936

	Central Administration
	0
	 
	45,702
	
	45,702

	Total
	141
	     706,942 
	398,672
	486,016
	1591,630

	% in Total
	
	44.42
	25.05
	30.54
	


Background

As direct consequence of the war and stopping of the agricultural production also at manufacturing (processing) industry tightly linked with the first one it came to the destruction and stagnation in this sector during 1999.

The task of the Directorate of Rural Affairs (DRA) includes the execution of administrative activities, and capacity building of the relevant implementing bodies, within the agricultural sector.

These activities will be administered by the DRA. However in the further movements towards strengthening of Kosovo Institutions, the DRA and PISG (Ministry of Agriculture, Forestry and Rural Development have agreed in transfer of Veterinary Service to the PISG, starting from January of this year.

Whatsoever, responsibilities under chapter 8 of Constitutional Framework and border veterinary control will still be under executive supervision of SRSG.

Program activities for 2004

Kosovo veterinary Service

Public Veterinary Service is not any more the reserved power of UNMIK. DRA is responsible for supporting the Veterinary Service of Kosovo and holds the following responsibilities:

· Support in further strengthening of Kosovo Public Veterinary Service; 

· Registers and issues importation licenses to importers of live animals, animal products and food of animal origin as well as veterinary drugs, vaccines and medicated animal feed; 

· Establish a disease notification system, prepare and manage records and statistics of diseases and establish contingency plans; 

· Implement an integrated animal identification, herd registration and movement control system with animal health surveillance and veterinary public health monitoring capability;

· Establish surveillance systems for hygiene and control of food of animal origins in compliance with EU standards;

· Upgrade and develop basic laboratory services for the analysis of animal, food of animal origin and animal processing plant samples.

The Kosovo Veterinary Services is comprised of a Directorate, a Kosovo Veterinary Laboratory, and three sections with planning, monitoring and legislative functions: Animal Health, Veterinary Public Health and Animal Welfare.

The KVS is primarily responsible for overall supervision and management of these KVS units, for advising the Kosovo Government on Veterinary Policy and developing veterinary laws
Kosovo Plant Border Services

Under the constitutional framework for provisional self-government in Kosovo, UNMIK is required to control border/boundary transit of plant and plant products including food. The main objective is to safeguard against the entry into Kosovo of harmful plant pests and diseases and to control plant-origin food imports. To this end, Border/Boundary Inspection Posts (BIPs) are being established, and import procedures developed to regulate the entry of these goods in accordance with EU standards. 

This includes the responsibilities for the following:

· Harmonizing the legislation for import and strengthening the border inspection points for sanitary control and for fulfillment of EU standards and requirements for imports.

· Further development of customs warehouses.

· Development of the database on Import, transit, and export of plants and products that have plant origin from Kosovo.

· Control of transport – including plants and plant production in Kosovo in accordance with photo – sanitary requests determined by law.

· Regulating the requests for samples of guaranteed laboratory analyses.

· Registration and issuance of licenses for importing/exporting plants and plant products.

· Cooperation with Public Institutions within and outside of Kosovo.

Office for Public Forests

The office for public forests was established for supervising the public forests and forestlands through planning, monitoring, auditing, estimating, structuring and supervising of activities by providing further data for forest legislation.

The allocated budget for Public Forests for 2004 will assist in carrying out the activities and implementation of the following purposes:

· Creation of overall plan for forests and regional plans of forests for public forests and forestlands, including the proposals for changes in the use of land, reviewing, estimation and annual approval of licensees for quarrying and pasture.

· Creation of plans for forestry and harvesting in public forestlands by following up on the principles of support to the corrected established management of forests.

· An comprehensive financial auditing and estimation by including the continues follow up on the operational effectiveness in regard to planning, licensing and services conducted by the Kosovo Forest Agency and contractors in the public forests and public forestlands.

· Implementation of instructions in the areas where is necessary to stop the cutting – transport of woods.

· Creation of an effective controlling mechanism for illegal wood cuttings in cooperation with national administration, KFA, UNMIK, Civpol, KPS, KFOR and other authorities for law enforcement.

· Appropraite and concrete rules and policies of law on forests, and contribution in giving important technical information.

· Regular field monitoring of plans and programs for forests planting.

KOSOVO TRUST AGENCY
Role

The Kosovo Trust Agency (KTA) has been established to enhance the value, viability and corporate governance of the socially owned and public enterprises. The KTA carries out its mandate through methods of privatization, restructuring and management oversight.

The mission of KTA for assisting in sustainable economic development of Kosovo is as follows:

· To provide high quality technical professional services.

· To serve as a model for application of high business ethics standards.

· To be aware of our social responsibilities and historical nature that we have.

· To manage a fast and transparent program of privatization of socially owned enterprises.

· To implement an efficient and effective cost management for public enterprises in order to successfully fulfill the Kosovo citizen’s needs.

The Kosovo Trust Agency is responsible for two main areas:

Firstly, KTA is responsible for administering of all socially owned enterprises, which currently are assessed to be around 450 SOEs, until all these enterprises are transferred to the private sector through proposed methods of privatization by KTA.  

Secondly, KTA will supervise the management of all POEs in Kosovo. This includes the supervision of management through supervisory boards, appointment and changing of executive management, authority for taking under direct management, restructuring and consolidation of enterprises.

Socially Owned Enterprises

It is estimated that there are some 500 Socially Owned Enterprises (SOEs) in Kosovo covering the sectors of Mining, Metal Processing, Agro-processing, Construction, Hospitality and Agriculture. Through its mandate established by Regulation 2002/12 on establishing the KTA, the KTA is able to privatize these enterprises through the methods of spin-off and liquidation.

Spin Off allows for the transfer of assets of a going concern to a newly created company (NewCo), the entire share capital of this company is then sold through a tender process to the highest bidder.

Liquidation deals with the sale of assets of companies that are no longer going concerns through an auction/sales process.

In order to implement this process the SOE Division within the KTA has been divided into the following sub-units or departments:

· Privatization and Liquidation

· Direct Administration

· Trepça

· Monitoring and Technical

· Agriculture 

Publicly owned enterprises 

Kosovo trust Agency pays a significant importance to the POEs, which during this phase will be managed and restructured by KTA.

The sustainability of publicly owned enterprises should be supported with the aim of producing of sufficient revenues for covering the expenditures for providing useful services for public.

The public enterprises under the responsibility of the KTA are:
· Electricity generation and distribution company KEK, 

· Three District Heating companies in Pristina, Gjakova and Mitrovica, 

· 44 Public Utility Service Providers (PUSPs) in Water, Solid Waste, and Irrigation,

· The post and telecommunications company PTK, 

· UNMIK Railways, and

· Pristina Airport.

The KTA will have to restructure and improve management systems in order to make viable publicly owned enterprises.

This objective will be sponsored through the following measures:

· Oversight of the management through the Supervisory Boards in terms of cost control and impose the sufficient benchmarks related to the internal operations.

· Billing and collection of the accounts receivables needs to be improved across all sectors and supported institutionally through the encouraging for signing comprehensive contracts for provision of the services and applying of all other institutional measures.

Budget for 2004

Kosovo’s budget for 2004 allocates to Kosovo Trust Agency €27,368 million for its activities, which includes financing of central administration. The budgetary means are mainly allocated for district heating, water, waste, and irrigation and UNMIK railway.

Kosovo Trust Agency

Table 1. By departments

	Department/ Program
	2003 revised
	2004 approved
	2005 estimates
	2006 estimates

	Electricity
	53.374.062
	13.000.000
	0
	0

	District Heating
	3.000.000
	5.961.001
	1.300.000
	1.300.000

	Waste and Water
	1.1198.000
	1.450.000
	1.450.000
	1.450.000

	Administration and Monitoring of SOEs
	860.112
	2.176.000
	500.000
	500.000

	Trepça Mines
	13.490.000
	0
	7.000.000
	7.000.000

	Central Administration Services
	1.599.888
	2.297.979
	634.980
	634.980

	UNMIK Railways
	3.770.000
	2.484.000
	2.209.001
	2.209.001

	Airport
	12.900.000
	0
	4.209.003
	4.209.003

	Total
	90.192.062
	27.368.980
	17.302.984
	17.302.984

	Annual change % 
	
	- 229. 54
	- 58.17
	0


Table 2. By economic categories 

	Department / Program
	2004 employees
	Salaries and wages
	Goods and Services


	Subsidies and Transfers
	Capital outlays
	Total:

	Electricity
	0
	0,000
	4,000,000
	9,000,000
	0,000
	13,000,000

	District Heating
	0
	0,000
	0,000
	3,500,000
	2,461,001
	5,961,001

	Waste and Water
	0
	0,000
	0,000
	1,450,000
	0,000
	1,450,000

	Administration and Monitoring of SOEs
	1
	0,000
	2,176,000
	0,000
	0,000
	2,176,000

	Trepça Mines
	0
	0,000
	0,000
	0,000
	0,000
	0,000

	Central Administration Services
	15
	34,980
	2,076,999
	0,000
	186,000
	2,297,979

	UNMIK Railways
	0
	0,000
	0,000
	2,484,000
	0,000
	2,484,000

	Airport
	0
	0,000
	0,000
	0,000
	0,000
	0,000

	Total
	16
	34,980
	8,252,999
	16,434,000
	2,647,001
	27,368,980

	% in Total
	
	0.1
	33.4
	66.48
	9.7
	100


Program Activities for 2004

Districts Heating

District Heating (DH) Sector provides heat energy to over 5 percent of households and commercial customers throughout Kosovo. Therefore, in order to give its contribution to overall electricity saving, further development of the DH Sector is of high importance

The main activities of the District Heating Sector will be:

· To continue reparation of production equipments and distribution network.

· Managerial assistance including the allocated budget spare parts and modernizing all sub stations in the distribution system of Pristina.

· Connection of new consumers in Pristina and Gjakova.

· Co- generation with TC “Kosovo B”, implemental only for Pristina

· Participation in supply with heavy oil.

The study of ESTAP of World Bank has indicated that the selection of lower cost for NQ Pristina is co-generation with TC “Kosovo B”, which will provide a basic thermal load of 90 MW.

The Kosovo’s budget for 2004 allocates in total €5,961 million for three districts heating.

From this fund €3,500 million will be spent for financing the supply with fuel for three enterprises whilst the other part of €2,461 million will be designated to the project of co-generating.  Because of the current situation with collection KTA is still assisting partially the companies of central heating with carburant supply.  This activity will be stopped as soon as the issue of collection will be solved and with implementation of co-generation.

Administering, Monitoring and Privatizing the SOEs

The division of socially owned enterprises in KTA administers with all SOEs in Kosovo pursuant to the KTA Regulation.

A decade of malpractice and non-investments has exhausted the commercial capability of these enterprises. The main number of these enterprises is in very poor state, produce only a part of what they have produced and employ one-quarter ¼ of the previous labors.

The division of SOE in KTA will continue and enlarge the previous policies for reconstruction of economy determined by UNMIK, which will make the inactive assets productive, reestablishment of enterprise, and good joint governing as necessary element for economic development in the region.

The KTA role regarding the SOEs is focused in the following areas:
· Privatizing SOEs through the spin-off process, thereby moving assets to the private sector and attracting new investment;

· Initiating liquidation proceedings to reactivate idle assets and remove liabilities from the market;

· To appoint interim managers for SOEs in conflict situations

· Hire auditors for undertaking auditing in the enterprises

· Researching and promotion of investors

The Kosovo’s budget has allocated for this activity €2,176 million for the category of goods and services.

UNMIK Railways

It is generally believed that UNMIK Railways can play a role in developing the transport sector and contribute to the overall economic development of Kosovo.  UNMIK railways are currently functioning as independent company.  Traditionally UNMIK railways are responsible for commercial operations and for overall infrastructure.

The Kosovo’s budget has allocated €2,484,000 for 2004 for railways.

The foreseen priorities for railways are as in following:

· Restructuring the UNMIK Railways in line with market needs.

· Continuous investment funding with possible combination of long term loans similar to the investments in other railways of EU.

· Assistance for surplus staff

· Investments in infrastructure

· Funding free movement trains that are kept by HU

However, currently are effective the agreements with Macedonian Railways regarding the transit traffic of goods. There are also agreements made with Serbian railways for transport of goods and passengers.

Water, Solid Waste and Irrigation 

The public enterprises of water and waste have a vital importance for citizens of Kosovo; therefore Kosovo Trust Agency is concentrated in long-term sustainability of stability within these sectors.   Around 80 percent of citizens are connected to the water supply services, 45 percent are connected in the sewage system whilst the irrigation covers around 45 percent of the available surface that can be irrigated.  It’s worth mentioning that none of the companies could cover the needs for capital outlays. The scale of collection is still very low usually in 20 percent.  Kosovo’s budget has allocated €1,450 million for these companies. The priorities that KTA has foreseen for these companies are:

Commercially viable and self-sustaining financial business units will be created by a merger and consolidation policy.  These business units will be created according to the management model base in the integrated schemes of ponds used all over the world and in accordance with EU instruction.  There is a common need for all sectors to improve collection and billing but this needs a legislative assistance for providing necessary competencies in increase of collection.  In these companies is present the need for donors assistance and for overall trainings in management.

Some of these enterprises are only water supply enterprises, waste or irrigation and some of enterprises have joint services for instance enterprise for water supply and waste, or enterprises for water supply and irrigation. Since the consolidation is done, the total number of companies is 38.

Central Administration 

The Kosovo Trust Agency is administered by the Board of Directors, which is comprised by four Kosovor and four internationals. They are main actors in the decision making process in KTA.  Three of four Kosovor members are members of Government from MTI, MEF, MAFRD, whilst the fourth one is independent trade union.  The role of government representatives is to decide on which enterprises will be privatized, they are also decision makers in regard to the KTA policies for publicly owned enterprises.

The Kosovo budget has allocated €2,297,979 for KTA administration, which are dedicated for the functioning of overall central administration.

The KTA administration is involved in the following priority activities:

· Privatization tender announcement

· Tender liquidation announcement 

· Announcement of employees list

· Marketing and promotion

· Press monitoring 

· Publications

· Image promotion

· Public education 

The extension of KTA activities needs the increase of level of support that government offers to KTA in order that KTA fulfills its important mission for implementing successful privatization of SOEs, administration of which is trusted to the Kosovo Trust Agency.

The main objective of KTA central administration remains privatization of socially owned enterprises and encouraging of foreign investments in Kosovo.  This is a very important foundation for program of revitalizing economy of Kosovo.

Trepça

Trepça is working in program for securing the mines and protection of assets financed by EAR in the program of cleaning the environment that was financed by the Dutch government, DANIDA and SIDA and in the program of restarting the production in the mines financed by the Kosovo Consolidate Budget.

The general administration includes around 2000 persons in the payroll list and 2100 in assistance (with payment).

Restarting of mines is important for achieving the determined financial – budgetary parameters. The labor force of former Trepça around 10.000 employees is a burden that was discussed seriously with government (Prime Ministry, MTI, and MLSW). Approval of new law on mines is of basic importance for attracting international investors in the field if mines. 

KTA has following priorities fir Trepça:

· Restart of production based in the traditional practices of work with objective for attracting investors, which will probably bring about 1500 new employees.

· Privatizing of non - fundamental activities is another main priority, whereby are included all possible activities outside of mines and metallurgical once.

Problems as result of prolongation of restart are discussed in the review of budget. There is a good possible chance for privatizing the mines in 2004 if the new law on mines is approved.  Further researches in metallurgical activities and recycling activities have indicated a good potential for business but also savings in the expenditures for cleaning of environment.

Pristina Airport

Pristina Airport plays a vital role for Kosovo’s economy, whereby the main numbers of passengers (75 percent) are Kosovors from Diaspora that work in Western Countries. Pristina airport currently is military airport controlled by KFOR under MTA (Military Technical Agreement).  The main civil traffic in 2003 from a total of 1 million passengers, 851,000 were civilians.  

There is still investments need for the airport to meet full standards of International Civil Aviation Organization until 2005.  Even though the Airport should be in situation to achieve financial sustainability in mid term, necessary investments in mid term cannot be covered completely from the own sources revenues of the airport.

The priority operations for the Airport during this year are:

· Transition or transfer from KFOR into full UNMIK administration on 1st of April 2004.

· Merging of airport organization (PEAP & ATCS)

· The full consistency with ICAO standards for airport until 1st of April 2004.

Energy (electricity)

The energy sector is a key issue in reconstruction and development of overall economy in Kosovo. Currently KEK is not in state to provide complete services required by clients, the program for reduced energy supply still exists and situation in mines, production and transmission is not sustainable.

Except above stated the financial situation of KEK is poor with monthly revenues that do not fulfill the operational cost.  KTA has managing responsibilities for KEK as publicly owned enterprises and should be restructured and improve the managing system in order to make KEK effectual.

The Kosovo’s budget has allocated the amount of €13,000 million for KEK. In order to make KEK a self-supporting company the KTA has determined the following necessary actions:

· Restructuring: a) fundamental and non- fundamental businesses, b) centralizing the strategic supporting functions, c) creation of the internal system for energy price, and d) it should create TSO.

· Change of management: KTA needs to have a strong and experienced management in KEK; it should create the management changing team.

· Outside support by all stakeholders: a) KTA has need for support from UNMIK and PISG structures; b) KTA has a need for donors and will continue in the same course through existing institutions that have links in Kosovo.

· Trained and accountable staff in all managing levels, specialization and retraining of the surplus staff.

However the role of KTA is the elaboration of a comprehensive policy for energy in Kosovo and promotion of market reforms and good governance, which is necessary for effective restructuring and reforms.

THE CENTRAL REGULATORY UNIT

Mission

The UNMIK EU Pillar has established the Central Regulatory Unit (“CRU”) to support formal establishment and development of all EU Offices that have specific regulatory functions. The regulatory functions are the ones reserved to UNMIK according to the Constitutional Framework and will be established in compliance with European Union and International standards.

The CRU will manage the establishment of the Offices, and determine the allocation of the EU/UNMIK Pillar staff to them. It will ensure the coordination between the various parts of UNMIK and the Provisional Institutions of Self Government on the regulatory issues in question. It will also focus on incorporation of professional Kosovor staff into the Offices. 

CRU Offices are:

· The Energy Regulatory Office 

· The Water and Waste Regulatory Office
· The regulatory civil aviation office

· Department of Mines and Minerals

· Unit of Frequency management 

· The regulatory railways office

Purpose

The provident purposes of Central Regulatory Unit (CRU) are to achieve strategic aims, general activities for all offices included:

· To establish and support each office in order to enable that each office has basic structure for operating, monitoring and implementing issues that are determined in their relevant organization structure.

· Finalization and if necessary to prepare the draft policies, legal structure, regulation and procedures. During this process to provide competencies with similar European laws and standards. 
· To provide support with staff and training of professional Kosovor staff in these offices in order to provide continuation of operating of these offices in future.
Aims

The request for CRU to achieve its program aims is to bring things in minimum. Each Regulatory office will have minimum one international professional staff and one national professional staff. With the aim to provide the maximum contribution of employees it could be required from them to work in more than one office.

Declaration for aims of the CRU program and for some of the office is as in following:

Unit for frequency management – display of formal table of Kosovo for division of frequency streak. Division of new specter of parameters of frequencies for new telecom regulatory from new users. Establishment of basic technical capacity and control of use of based specter in these divisions.

Regulatory office for energy and district heating – participates in the finalizing of green and white paper of the Energy Policy and establishes economic Regulation of two sectors in accordance with Athena Memorandum.

The regulatory water and waste office – assists the Ministry of Environment and Spatial Planning in preparation and drafting of law on water resources, develops the model of tariffs for water abstraction and emptying the black waters and waste, and participates in the Management Water Board. Also will establish the Economic Regulation of sectors in regard to tariff setup, minimal technical standards of services to consumers.

The regulatory civil aviation office – provides in cooperation with KFOR the transfer of authority and functions from KFOR to UNMIK in Pristina International Airport by inspecting and licensing the ATCS and other matters.

Department of Mines and Minerals – prepares and maintenances the data on minerals deposits and offers the Geographical System of Information to potential Investors with basic information that are required for research and development of minerals deposits by including the appliance for research and exploitation.

Undertakes the consideration of supply and needs for construction material and prepares the Plan of Kosovo for stone quarrying. Also participates in the preparation and establishment of the draft law on Mines and Minerals.

The regulatory railways office – participates in the negotiation base with other operators of railways in Balkans for liberalization of sector, and for participating in the preparation and establishment of the draft law on railways.

Strategy

· Licensing: regulatory will prepare the draft of conditions and requests for licenses and will issue the licenses (and following modifications).  Fulfill the monitoring and implementation. Regulatory will monitor and fulfill the licenses conditions, social obligations, rules and regulations and price control.

· Reviewing and establishment of tariffs: regulatory will consider the tariffs and establish the limits of tariffs in order to provide efficiency and implementation of social and basic liabilities.

· Regulating the service quality: objectives and determined fines will be defined in the secondary legislation (Rules and Regulations) that establish the authority and regulatory responsible in each sector.

· Competition regulation: Regulatory will provide fair and transparent competition where few operators exist in order to provide that obstacles for entering are not constructed in inefficient manner.

· Relations with consumers: the appeals of consumers will be addressed to the regulatory offices and consulted with group of consumers.

· Advisers: regulatory will play the role of advisor to the government in issues related to their sectors.

Many of the laws are not defined yet in the aspect of regulatory numbers of UNMIK, but they will include:

· Railways

· Mines and Minerals

· Civil Aviation

· Frequency Managment

· Water and Waster (through AD)

· Energy, electricty and desitric heating, as divided entities.

Budget for 2004

For 2004 the Kosovo budget provides the amount of €4,156,802 for CRU, compared to the year 2003 has an increase of 36 percent. At the same time for 2004 is foreseen an considerable increase in new employees (86 new positions).

In budget for 2004 to the CRU are joined the following departments:

· Directorate for Mines and Minerals

· Unit of Frequency Management

· Civil Aviation regulatory office, which offices have operated in 2003 as individual budgetary organizations.

The Central Regulatory Unit
Table 1 – by departments

	Department/ Program
	2003 revised
	2004 approved
	2005 estimates
	2006 estimates

	Central Administration 
	1.588.116
	56.328
	31.779
	29.653

	The Water and Waste Regulatory Office 
	-
	169.428
	235.672
	214.131

	The Energy Regulatory Office 


	-
	253.714
	238.025
	340.027

	The regulatory railways office
	-
	155.987
	85.692
	87.840

	Office for energy
	-
	308.780
	-
	-

	Department of Mines and Minerals
	300.000
	2.100.000
	1.151.940
	844.072

	Unit of Frequency management
	660.000
	112.565
	92.456
	88.039

	The regulatory civil aviation office
	500.000
	1.000.000
	950.000
	900.000

	Total
	3.048.116
	4.156.802
	2.785.564
	2.503.762

	Annual change in %
	
	36
	-33
	-10


Tabel 2 – by economic department

	Department/ Program
	2004

Employees
	Salaries and wages
	Goods and services
	Capital Outlays
	Total

	Central Administration 
	3
	9.023
	22.305
	25.000
	56.328

	The Water and Waste Regulatory Office 
	8
	25.428
	84.000
	60.000
	169.428

	The Energy Regulatory Office 


	14
	43.064
	150.650
	60.000
	253.714

	The regulatory railways office
	6
	21.327
	74.660
	60.000
	155.987

	Office for energy
	20
	165.564
	143.216
	-
	308.780

	Department of Mines and Minerals
	57
	165.484
	933.003
	1.001.513
	2.100.000

	Unit of Frequency management
	5
	16.815
	80.750
	15.000
	112.565

	The regulatory civil aviation office
	0
	0
	1.000.000
	-
	1.000.000

	Total
	113
	446.705
	2.488.584
	1.221.513
	4.156.802

	 % in Total
	
	11
	60
	29
	100


RADIO TELEVISION OF KOSOVO

Role

The role of the Radio Television of Kosovo (RTK) as a public broadcaster that provides educational, information and entertainment programs equalized and concise through TV and Radio and programs in minorities languages.  This main aim should be achieved through transfer of RTK in a medium that will be financially self sustainable that functions in a democratic society.

RTK was established under a Memorandum of Understanding between the Organization for Security and Co-operation in Europe (OSCE) and European Broadcasting Union (EBU), as emergency transmitting operation.  UNMIK Regulation 2001/13 on Establishment of the Radio Television of Kosovo, dated 15 June 2001, establishes RTK a public broadcaster with editorial independence.

It is important to emphasize that the budget should be in function of protection of the editorial independence of RTK.

The year 2002 is the first year of transfer of RTK from international into Kosovor

Management.

The Kosovo Consolidated Budget for 2004 has provided the total amount of €1,000,000 million in form of subventions/transfers for expenditures of Radio Television of Kosovo (RTK).  However, this presents a significant amount the operational expenditures of RTK are much higher, the Radio Television of Kosovo needs to cover the operational expenditures through own sources revenues that this public broadcaster achieves.

Budget for 2004

In accordance to the requests for fulfilling the Draft Budget for application for 2004 and planning for 2005 and 2006, RTK considers as appropriate to offer few additional explanations summarized in the following:

· Prepaid service is not implemented for well-known reasons although the process of negotiations with KEK has already been finalized.

· There are no orientation parameters from KEK on the scale if collection of prepaid for RTK.

· The law on KPM is not approved and it is not clearly known what will be the future legal statute of RTK in regard to the advertising extend.

· The absence of donations.

Radio and Television of Kosovo

Table 1. By department

	 Departament/Program
	2003                 aproved 
	 2004                      aproved
	 2005                    evaluated
	2006                         evaluated 

	Radio and Television of Kosovo
	2.000.000
	1.000.000
	2.102.000
	2.102.000

	Total
	2.000.000 
	1.000.000
	2.102.000
	2.102.000

	Annual  change %
	
	-50
	50
	0%


Table 2. By economic category

	Departament/ Program
	2004 Employees
	Wages and Salaries
	Goods and Services
	Subsides amd Transfers
	Capital otlays
	Total

	Radio and Television of Kosovo
	-
	0
	0
	1.000.000
	0
	1.000.

	Total
	 --
	0
	0
	1.000.000
	0
	1.000.000

	%  Total
	 
	0
	0
	100
	0
	100


Program Activities

Background 

In September 1999, European Broadcasting Union (EBU), according to the mandate set by OSCE/UNMIK for building of the public broadcasting service for Kosovo, established RTK as the public broadcaster. RTK has developed since then into a reliable independent public broadcaster. RTK currently is broadcasting daily 18-20 hours of programming in Albanian, Serbian, Bosnian and Turkish. The OSCE Mission in Kosovo has supported development and professionalism of RTK staff in order to maintain editorial independence from any political influence and increase participation of Kosovo in managerial and journalism activities.

After the establishment of RTK as a legal entity, the OSCE Mission in Kosovo appointed the RTK Board of Directors to issue operating policies and to approve the annual budget. During 2001, the OSCE Mission in Kosovo was also working to draft an administrative direction to establish a licensing fee regime. The consultations over the development of the license fee system for RTK have reached the final stage.

2004 Program Activity Overview

The total operating expenditure of RTK for 2004 is foreseen to be on hte same level with the expenditure of 2003, meaning that they will spend an amount of €6,952 million. From this total amount €5,301 million or 68.85 percent goes for the activities of the Television and €1,651 million or 31.15 percent for the activities of the Radio Department. The additional funding will help to develop both, Radio and Television, in order to maintain the standard of the only Public Broadcaster in Kosovo.

The 2003 Kosovo Budget allocation will enable RTK to continue its activities and further develop programming in Serbian, Bosnian and Turkish minority languages. There will be a continuous increase of Television program which currently broadcast 18-20 hours a day through inter-terrestrial and satellite network. RTK also has two radio-stations, Radio Kosovo and Radio Blue Sky that broadcast 24 hours programming daily in two channels. Radio Blue Sky provides minority programming in Serbian, Bosnian, and Turkish and serves as the main multiethnic radio-station and additional programming is provided by Radio Kosovo in Turkish language.
INDEPENDENT MEDIA COMMISSION

Mission

The Independent Media Commission (IMC) is an independent body, to be operated according to best European practices in accordance with Chapter 11 of the Constitutional Framework for Provisional Self-Government.  As of August 2003, the law establishing the IMC is being drafted by the Office of the Prime Minister for submission to the Assembly of Kosovo.

Once established the IMC will have three main bodies:

· The Council, which will set broadcast policy;

· The Office of the Executive Director and staff, which will implement broadcasting policy;

· The Media Appeals Board, which receives appeals regarding violations of license conditions and the broadcast code of conduct. 

The IMC may temporarily implement a Print Media Code of Conduct at the request of the SRSG. The IMC will necessarily be funded mainly from the KCB.  It will collect license fees from broadcasters which will be remitted to the Ministry of Finance, but these fees are not likely to offset more than 25% of IMC operating costs over the next two years.  IMC will also seek limited donor grants as means of  enhancing its independence. 

The key challenges are to ensure financial sustainability of a non-politicised IMC and to recruit a qualified staff capable of operating according to European best practices. Thirteen of a projected 24 staff are currently employed; seven other positions are filled on temporary OSCE contracts and by internationals.

Goals 

General Regulation: As an  independent body working according to European best practices, the main objective of the IMC is to regulate civilian broadcasting to achieve a sustainable dual public/private media sector. To encourage greater professionalism in broadcast media and to ensure adherence to generally accepted ethical standards, the IMC will enforce a broadcasting code of conduct through a complaint-driven process.

Licensing: The IMC will review the current state of licensing and develop an open, competitive system for issuing long-term licenses. IMC will develop and administer a license fee schedule for all Kosovo broadcasters.  IMC will have exclusive authority to manage the broadcast frequency spectrum and to assign frequencies to licensees. It will annually review the broadcast frequency plan. 

Economic viability of media: The IMC shall promote fair competition among broadcasters. It will identify and seek remedies for legal or tax obstacles to growth of a robust dual public/private broadcast sector in Kosovo.

Legal framework for media: The IMC will promote greater professionalism on the part of media, by encouraging self-regulation and by contributing to a framework of laws in Kosovo in line with best European practice.

Transparency: The IMC will work in a consultative manner with media and the general public. It will implement a public rule-making process for all aspects of its work. It will provide public access to its regulatory files. It will adopt an internal code of ethics. The IMC will present an annual report to the Kosovo Assembly.

Strategy

The strategy of the IMC will focus on the following

· Recruitment and training of staff.

· Develop internal policies and procedures to ensure efficient, transparent and consistent implementation of the IMC law.

· Develop an improved broadcast code of practice, with explanatory guidelines, and a code on advertising applicable to all broadcasters.

· Develop an effective, Kosovo-wide broadcast monitoring capability to detect violations of the broadcast code and terms of license, and to build public recognition of a right to complain.

· Full participating membership in the European Platform for Regulatory Agencies, a professional organization for the exchange of experience among broadcast regulators.

· Develop a basic broadcasting policy for consideration by IMC Council.

· Review of broadcasting licenses issued by the TMC and development of a long-term competitive licensing process. 

· Develop a cable television licensing regime.

· Establish a license fee regime for all broadcasters and cable systems.

· Conduct an annual review of the frequency management plan, to eliminate interference and identify areas of Kosovo over- and under-served by local/regional radio and television.

· Develop appropriate regulations for advertising by public broadcasting.

· Survey tax and legal environment for media to identify any aspects in conflict with best European practice and propose remedies.

· Working with appropriate Kosovo and international agencies, IMC will provide impartial expertise in developing media-related law in accordance with best European practice.  

Regulations

The UNMIK regulations that budget organization is responsible for implementing is  UNMIK/REG/2000/36 of 17, June 2000.

2004 Budget

Table 1. By departments 

	Department/Program
	2003 revised
	2004 approved
	2005 estimates
	2006 estimates

	Independent Media Commission
	     324,651 
	 400,000 
	    450,000 
	     470,000

	Total
	     324,651 
	 400,000 
	    450,000 
	     470,000

	Annual change in %
	
	23.2
	12.5
	4.4


Table 2. By economic categories

	Department/Program
	2004 Employees
	Salaries and wages
	Goods and Services
	Capital Outlays
	Total

	Independent Media Commission
	24
	79,269
	320,731
	-
	400,000

	Total
	24
	79,269
	320,731
	-
	400,000

	% in Total
	
	20
	80
	-
	100


OMBUDSPERSON

Mission 

The Ombudsperson Institution established pursuant to the Regulation No. 2000/38, is an institution that has the task to take into consideration the complaints that concern the statements on human rights violations or the abuse of the jurisdiction among the individuals, group of individuals or legal persons and the Interim Civil Administration or any other central or local institution that will be established in Kosovo. He/she accepts claims, iniciates investigations and surveys the policy and the the approved laws by the authorities, in ordet to provide taht they do respect the standards on human rights as well as the requirements for orderly governing in  Kosovo. Ombudsperson contributes on creation of a transparent and an open administration to the people.

Who is the Ombudsperson in Kosovo?

Ombudsperson in Kosovo is an impartial person, wellknown in international theater for his/her strong ethical character and for his/her dignified devotion to the human rights. He/she is assigned by the Special Representant of Secretary General.He/she has three deputies, two from Kosovo and one International. They are supported by their staff that consist of one legal advisor, investigator and the administration officers.

Aims

One of the greatest challenges will be the establishing of the necessary trust both by people and administration in order to use effectively this instrument in protection of human rights. It is hoped that the Ombudsperson Institution will exist even after the transition period in Kosovo, by continuing the protection of human rights and the promotion of the good admin istration. 

What the Ombudsperson could act when he/she receives the claim?

If someone has submitted a claim concerning an action, not acting or a decision issued by the authorities, Ombudsperson starts collecting the facts by getting in connection with the relevant institution persons. The Interim Civil Administration, the central and local institutions that will be established in Kosovo are obliged to cooperate with the Ombudspersonn. The statements could be taken from the witnesses; the files and other documents could be requested from the relevant authorities. Ombudsperson may enter any time and inspect any place where the people are under detention, and  he/she may be present during the meetings, hearings and during trials by observing these people and/or by organizing private meetings with them. The Ombudsperson Institution services are free of charge (gratis).

Regulations
1. The Constitution Framework of the Provisional Self  Government in Kosovo

2. The Regulation 2000/38 on Establishment of the Ombudsperson Institution in Kosovo

3. The Procedure Rules of  the Ombudsperson Institution in  Kosovo 

Ombudsperson

Table 1. By departments

	            Department/Program 
	2003  revised 
	2004 

approved
	2005  

estimated
	2006 

estimated

	Ombudsperson
	380,000
	490,000
	449,475
	511,269

	Total
	380,000
	490,000
	449,475
	511,269

	The change in %
	
	29
	-8
	14


Table 2. by economical categories

	Department/ Program
	    2004

employees 
	Wages & Salaries
	Goods & Services 
	Capital outlays 
	Total

	Ombudsperson
	     53
	  225,929
	  197,071
	      67,000
	 490,000

	Total
	     53
	  225,929
	  197,071
	      67,000
	 490,000

	% in Total
	
	  46.11
	  40
	     13.67
	


LEGAL EXPERT ON LEGISLATIVE ISSUES

Mission

The Legal Expert on Legislative Issues (LELI) should offer to UNMIK advisory services and expertise to legislation and other related legal issues, on an ad hoc basis, according to the request of the UNMIK legal advisor. 

Purposes

(a) The increment of the number of ideas in a written form that have been offered as well as the oral advices that have occured during the preparing of legislation.

(b) The number of amendments that have been made to the project laws as an impact of the deliberations with LELI.

(c) The number of various experts that will be engaged  during 2004 when there will be possibilities to be engaged any legal expert from Kosovo to offer advisory services related to the legislation preparation.  

These are only a few indicators to be used to measure the success of the Legal Experts on Legislative Issues in fulfilment of their Mission.  

Aims

The LELI objective is to continue to be sought for advice and help the office of  UNMIK legal advisory during the preparation of legislation.

Strategy

Legal Expert on Legislative Issues will achieve its aims and objectives by identifying all legal experts in Kosovo that would assist on Legal Experts on Legislative issues and by creating  efficient communication as well as working reports with them.

Regulations

Legal Expert on Legislative Issues are not responsible to exercise neither the UNMIK Regulations, nor the administrative orders/laws. In spite of that, they are responsible to offer to UNMIK advisory services and expertize on legislation as underlined in article 1. 

Legal Expert On Legislative Issues

      Table 2: by departments                                           

	Department/Programi
	2003  revised 
	2004 

approved
	2005  

estimated
	2006 

estimated

	Legal Expert For Legislative Issues
	38,125
	20,000
	20,000
	20,000

	Totali
	38,125
	20,000
	20,000
	20,000

	Annual change in%
	
	-47
	0
	0


Table 2: by economic category

	Department/

Program
	    2004

employees 
	Wages & Salaries
	Goods & Services 
	Capital outlays 
	Total

	Legal Expert For Legislative Issues
	-
	-
	20,000
	-
	20,000

	Totali
	-
	-
	20,000
	-
	20,000

	%  in Total
	
	
	100
	
	100


OFFICE OF COMMUNITY AFFAIRS

Mission

Office of Community Affairs (OCA), as an UNMIK organisation of reserved powers, has a role of promoting an integrated and comprehensive approach for the protection of communities and the delivery of essetnial services to these communities.  This function is undertaken to ensure compliance with the Constitutional Framework and the Standards and Benchmarks, which highlight the need to promote coexistence and support reconciliation between communities.   

Purposes

The main purposes of the OCA are:

· To facilitate political, economic and social integration of local communities 

· To facilitate equal and fair distribution of services 

· To integrate Local Communities Offices (LCO) into municipal structures

· To facilitate the provision of equal and non-discriminatory employment

· To facilitate the free movement for all communities in Kosovo.

Aims

The OCA co-operates with other organisations such as the OSCE, the Prime Minister’s Office and the Office for the Returns and Communities, to create a comprehensive strategy, with action plans focused on the integration of local communities into the main stream of political and socio-economic  life in Kosovo. In order to fulfil its responsibilities, the Office will require the continued full support of the SRSG.

The returnees are a key priority, and further work will be done on the issue of  property rights security; employment security; fair share financing;  municipal government committee structures; and active participation of communities in provisional government structures. 

A very important challenge remains the protection of the communities from the majority; the protection of their rights through legislation on Civil Rights; the survey in accordance with the Regulation 2000/45, thus providing that the communities committies are constituted and have a proper functioning; and creating an environment in all municipalities that encourages and supports diversity.

Strategy

Administration €58,528: In order to fulfil its responsibilities, the office has ten Kosovor civil service employees that work with the assistance of coordination provided by internationals. Staffing include a Chief, a Coordinator for Serbian Communities, a Director of Humanitarian Transport and a financial assistant.

Humanitarian transport  €1,593,222:  From this amount, €1,349,472 has been reserved for the humanitarian transport services and its management as well as for the outfit of a carpark and additional bus. Currently, the service fulfils the monthly needs of  35,000 - 40,000 passengers and this number is expected to increase by 20 to 25 percent. The remaining of €243,750 will finance the Civil Transport services to fulfil all civil services in  Kosovo that travel from and to Pristina. The Returnees and Communities Office has started the negotiations with the Ministry of Public Services and the Ministry of Transport and Telecommunications in order to manage these services within the fiscal 2004 year. 

The Returnees and Communities Office - € 10.5 million: RCO, being a mandatory budget organization, has been elected to manage the general funds of the KCB on behalf of the Returnees and Communities Office (RCO). 

This office operates through 3 sub-programs:

· Project for the returnees ( 5.5 mil )-  aims to provide the continuous support of PISG for the projects related to the returnees.

· The emergency respond unit for the returnees ( 3.5 mil )- aims to provide the PISG support in fulfilment of the needs of the voluntary returnees, therefore not within the project of the organized return.

· Support to municipalities ( 1.5 mil) – aims the increment of the support level for the municipalities to exercise the returns projects and minorities integration.

Regulations – Administrative Instructions
In order to apply the 3rd part of the Regulation 2002/23, the Office in February 2003 drafted the Administrative Instructions 2003/001 on fair share financing. For 2004, being responsible for the content of  Part 4 (for fair share financing) of  UNMIK Regulation 2003/41, additional clauses were included to ensure auditing of the Fair Share Financing implementation in municipalities, as well as the planning of the necessary  administrative function within the Ministry of Finance and Economy for supporting the mentioned Regulation.

The Administrative Instruction 2003/002 for managing the procedures for Communities Committies in Municipalities and the instruction 2003/003 for the authorities and accountabilities of the Supplement Deputy President (SDP) that are also very important, both have been issued last year.

As head of the Group in implementing the Language Standards and as a participant to the Working Group on Human Rights, the representatives of the RCO will continue to play an important role in creating and in reviewing drafts of the regulations in order to provide compliance with the human rights standards and the respect of minority rights.

Office for Community Affairs

Table 1. By Departments

	Department/ Program
	2003 revised
	2004 approved
	2005 estimates
	2006 estimates

	Administration
	327,528
	58,528
	43,761
	32,730

	Humanitarian Transport Services 
	1,502,472
	1,593,222
	900,000
	500,000

	Office for returns and communities 
	7,000,000
	10,500,000
	10,800,000
	11,000,000

	Total
	8,830,000
	12,151,750
	11,743,761
	11,532,730

	Annual change in %
	
	38
	-3
	-2


Table 2. By economic categories 

	Department/ Program
	2004

Employees


	Salaries and Wages
	Goods and Services
	Subsidies and Transfers
	Capital Outlays
	Total

	Administration
	10
	30,857
	27,671
	
	
	58,528

	Humanitarian Transport Services
	
	
	
	1,593,222
	
	1,593,222

	Office for returns and communities
	
	
	
	10,500,000
	
	10,500,000

	Total
	
	30,857
	27,671
	12,093,222
	
	12,151,750

	% in Total
	
	0.25
	0.23
	99.5
	
	100


JUDICIAL INSTITUTE OF KOSOVO

Mission

The mission of Judicial Institute of Kosovo is to contribute in joint efforts for implementation of an independent and fair judiciary and penal prosecution in Kosovo, and to work actively in reestablishment of reformed judicial system based in democratic principles and international standards for human rights.

Implementation of such judicial system requires intense efforts in legal education by developing an advanced training program for judges and prosecutors whereby the Judicial Institute of Kosovo is responsible since 2000.

Aims

· Extension of skills of actual members of judiciary and prosecutorial with special emphasizing in the standards for human rights and principles of rule of law.

· Improvement of necessary skills for new members of judiciary and prosecutorial to undertake the office and to develop their official activities in professional manner. 

· Strengthening of institutional building (support for current functioning of JIK and erecting buildings for studying) to provide a necessary and advanced level of legal education in Kosovo and wider, and improvement of judicial practice.

· Continuous development of personnel skills through outdoor trainings in the area of pedagogy, leading, finances, technical and administrative issues.

· Increase of studying and legal sources as studying books and materials for fulfillment of teaching program needs.

Objectives

Personnel and its structure:

For building the Judicial Institute of Kosovo in an independent institution with high standards, it is planned the support of a number of 22 employees that are operating in efficient and effective manner.  With increase of national abilities and transfer of responsibilities to the national population, the JIK plans to equip this number of employees with professionally developed trainings.

Furthermore, since JIK has linked its program with judiciary and prosecutorial needs in Kosovo, for continuing the advancement of legal education program, the JIK has identified five judges who are working indefinite time for the institutions and as contacting persons they receive monthly salaries for their work.
Goods and Services

Continuous development of the legal education program in JIK and increase of building capacities of JIK, foresee a number of travels outside of Kosovo for official purposes.  Therefore, the Co - head of JIK needs to visit other judicial schools in Europe and other donors. Furthermore the JIK needs more efficient functioning of information technology infrastructure and development of stationary supply system.

Training activities of JIK plans to continue the management of the legal education program in a professional manner by providing advanced trainings for current members and future members of judiciary and prosecutorial in Kosovo.

The main purpose of this program is extension of legal professional education of judges and investigators in accordance with democratic and professional principles and respecting of rule of law in Kosovo.

Strategy

The JIK strategy for implementation of aims and objectives mentioned above is in provision of effective expenditures and transparent projects by applying auditing service, data and estimation f training and registries of course documentation by presenting accounts and clear and real reports, qualitative respond to the beneficiaries, operational plan for official budget and annual statistical reports of activities.

Regulations

UNMIK Regulation 1999/24 – 12 December 1999- on the applicable law in Kosovo

UNMIK Regulation 2000/59 – 27 October 2000 - amending UNMIK Regulation 1999/24 on the applicable law in Kosovo.

UNMIK Regulation 2001/9 – 15 May 2001- on a constitutional framework for provisional self-government in Kosovo

UNMIK Regulation 2001/8 – 6 April 2001 – on the establishment of the Kosovo judicial and prosecutorial council

Administrative Instruction on implementation of Regulation 2001/8 on establishment of judicial and prosecutorial council of Kosovo

Administrative Instruction 2003/31 – 20 December – implementing UNMIK regulation no. 2001/8 on the establishment of the Kosovo judicial and prosecutorial council
Judicial Institue of Kosovo

Table 1 by departments

	Department /Program
	2003 revised
	2004 approved
	2005 estimates
	2006 estimates

	Judicial Institute of Kosovo
	-
	334,851
	338,927
	343,208

	Total
	-
	334,851
	338,927
	343,208

	Annual change in %
	
	
	1.21
	1.26


Table 2. By economic categories

	Department/ Program
	2004 

Employees
	Salaries and Wages
	Goods and Services
	Capital Outlays
	Total

	Judicial Institute of Kosovo
	22
	81,535
	253,316
	-
	   334,851

	Total
	22
	81,535
	253,316
	-
	   334,851

	% in Total
	
	24
	76
	
	100


OFFICE OF GENDER AFFAIRS

The Mission

The mandate of OGA derives from various international legal instruments, such as the UN Charter, the Beijing Declaration and Platform for Action, and the Convention on the Elimination of all Forms of Discrimination against Women, as well as resolutions and decisions of UN organs such Security Council resolution 1325 (2000) and ECOSOC Agreed Conclusion 1997/2.

Purpose

· To help women integration in UNMIK works;

· Contribute on proposition on gender equality in Kosovo’s society.

Objectives

· Advocate the division of rights, force and responsibilities between men and women and the elimination of any for of discrimination in gender grounds;

· Develop comprehensive knowledge based on existing holes in relation with gender affairs, trends and to include the gender flows in policy and programs;

· Create government capacities in order to ensure the integration of gender equality concept and its practical implementation in their work fields;

· Promote the needs and special interest of minorities and the encourage the intercultural understanding and ethnical acceptance through actions for gender equality in community;

Strategy

UNMIK Office of Gender Affairs is engaged in horizontal strategy that would influence positively in the flow of complex network of organizations, including legislative and executive branches in local and central level. This provides a unite position for UNMIK Office of Gender Affairs as an accelerators and will influence in the decision making and administrative structure of Kosovo, from which a large number of stakeholders would benefit:

· Contribution on understanding and implementation of international instruments on human rights and gender equality, in ECOSOC 1325 fro women, peace and security, Convention on the Elimination of all forms of discrimination against Women, and Peking Action Platform, in the UNMIK policy and action. In particular will monitor the implementation of SCR 1325.

· On Standard for Kosovo and the plans for implementation, will play consulting role on gender affairs and the strategy of gender flows;

· Support SPV on establishment of Women Mechanism for Kosovo and the implementation of the Law on Gender Equality in accordance with Kosovo Program for Gender Equality;

· support the offers of women leaders and the representatives of women organization to gain the right and the essential position in dialog process with Belgrade;
· to play key consulting role for decision makers in reserved powers;

· to act as a supplier of knowledge in definition of the system for responsibilities in strategic fields such as generation of gender statistics, information regarding gender prospect in budget policies and procedure in coordination with the Government, Civil society, and by creating capabilities in government structures and by increasing the monitor of women organization in civil society;  and
· increase the cooperation with relevant UN partners.
Regulations
Office of Gender Affairs is responsible to support the UN mission in Kosovo and to implement SCR 1325/20 on Women, Peace and Security.  In addition, the Office of Gender Affairs contributed with its technical experience in drafting the UNMIK Regulation 2001/4 and 2003/12 and in the preparation of Law on Gender Equality.

2004 Budget

2004 Budget provide €50,000 for the Office of Gender Affairs and this represents a 45 percent decrease compared with 2003 Revised Budget. This amount is allocated for goods and services category.

Table 1. By departments

	Department/Program
	2003

revised
	2004 approved 
	2005 estimate
	2006 estimate

	Office of Gender Affairs
	95.000
	50.000
	75.000
	75.000

	Total
	95.000
	50.000
	75.000
	75.000

	% annual change
	
	-45
	-50
	0 


Table 2.By economic category

	Department/Program
	2004

Employees
	Wages and Salaries
	Goods and Services
	Capital outlays
	Total

	Office of Gender Affairs
	
	
	50.000
	
	50.000

	Total
	
	
	50.000
	
	50.000

	As a % of Total
	
	
	100
	
	100


CENTRAL ELECTION COMMISSION

Mission  

Central Election Commission (CEC) is a permanent independent institution responsible for the administration of elections in Kosovo, pursuant to the Constitutional Framework (Chapter 11, paragraphs 11.1 (a) and 11.2). 

Objectives 

· Realization of free and fair elections in 2004. 

· Successful preparations for the 2006 elections  

· Preparations and holding of elections in Kosovo during 2004, and following international standards in the performance of tasks and preparations for 2006 elections, in order to ensure: universality, equality, fairness, secrecy of vote, freedom, transparency and accountability.

Aims

Municipal Administration shall have the leading role in the conduct of elections in municipal level, whereas the CEC Secretariat will handle the coordination of municipal elections commissions.

Relations with the PISG should be those of cooperation and coordination through the Office of Prime Minister, with line ministries, which will contribute with personnel and resources, in order to assist the CEC Secretariat during the elections, for example: Ministry of Public Services, Ministry of Education, Ministry of Finance and Economy and Kosovo Police Service.

During 2005 the CEC will focus its capacities in planning and expertise for the elections, whereas in 2006 it is expected that the operational planning will be merely the same as in 2004, although the operations will be more complex.

Strategy

· Establishment of a fully functioning CEC Secretariat

· Reappointments for the CEC 

· Strengthening of the expertise in Municipal Elections Commissions 

· Coordination with the PISG, both at the local and central level   


· Setting of the polling stations for voters, based on the results form the population census 

· Substantial work that may be expected after changes in the elections framework for the next round of elections

· Further development of the necessary infrastructure, during the first year without elections, after the establishment if the CEC Secretariat 

Regulations

UNMIK Regulation 2001/9 on the Constitutional Framework for the Provisional Self-Government ion Kosovo
UNMIK Regulation 2001/36 o the Civil Service in Kosovo
Administrative Direction 2003/28 on the implementation of UNMIK Reg. 2000/21, on the Establishment of the Central Elections Commission, as amended.

Currently, an UNMIK Regulation is being drafted, to include the execution of elections for the Kosovo Assembly in 2004. 

Budget 2004

2004 Budget for the CEC, covers the operations at the central level, and the funds required for various duties in municipalities. Out the Kosovo Budget for 2004, and from the OSCE funding to be provided for certain operational tasks, the payment of about 10.000 personnel members will be made at the polling stations in municipalities, and about 3000 members of personnel in the polling centers, including other operational expenses.

In the years where it is expected to have municipal elections (for example in 2006), the budget request will be higher than in 2004, when elections for the Kosovo Assembly are planned, since municipal elections require more funds.

                                               Central Elections Commission

Table 1. By departments                                                         

	Department/ Program
	2003 revised
	2004 approved
	2005     estimate
	2006 estimate

	CEC Secretariat
	-
	5,078,205
	-
	-

	Total
	-
	5,078,205
	-
	-

	% Annual change
	
	
	
	


Table 2. By economic category                                           

   

	Department/ Program
	2004

Employees
	Wages and salaries
	Goods and services
	Capital expenditures
	Reserve
	Total

	CEC Secretariat
	11,897
	1,953,881
	2,472,324
	152,000
	500,000
	5,078,205

	Total
	11,897
	1,953,881
	2,472,324
	152,000
	500,000
	5,078,205

	% in Total
	
	38.47
	48.68
	2.99
	9.84
	


6.  DONOR CONTRIBUTIONS IN KOSOVO 1999-2003

General information on the donor contribution in Kosovo from 1999 to 2003

The following chart shows the donor contributions flow in Kosovo since the end of war and until the end of 2003. By the end of 2003, donors in Kosovo have committed about 2.5 billion €, contracted about 2.3 billion €, and spent above 2 billion € in the reconstruction of Kosovo. Around 7995 projects and programs were funded by the entire donor community (4360 projects and programs were completed so far and 3635 are under completion). 
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  Source: RIMS database, June 2004B

This flow shows that the trend of donor funds since 1999 has experienced a cumulative growth, in commitments, contracting and spending

Distribution of assistance by sector, for 1999- 2003 period 

(In`000 €)

	Sector
	Committed 
	Contracted 
	Spent

	Agriculture 
	104,269.12
	97,770.79
	81,031.35

	Economy and Finance
	98,760.17
	96,650.63
	90,843.20

	Civil security and emergency preparedness
	26,092.70
	26,092.70
	25,988.10

	Culture
	13,798.46
	10,491.35
	8,669.23

	Democratic governance and Civil society
	146,557.50
	139,102.93
	81,839.70

	Education and Science
	139,883.07
	128,514.19
	108,652.10

	Environment 
	11,433.05
	7,711.19
	3,539.53

	Health
	111,906.75
	100,859.67
	81,733.06

	Housing
	370,605.07
	367,663.40
	345,605.36

	Justice
	74,158.29
	50,049.62
	37,769.76

	Kosovo Police Service
	76,578.08
	65,677.17
	63,924.77

	Labor and employment 
	23,480.10
	21,750.10
	14,370.58

	Local Administration
	66,116.51
	63,345.10
	39,675.71

	Mine coordination center
	42,497.34
	41,916.96
	38,199.06

	Non-resident affairs
	4,763.23
	4,763.23
	4,763.23

	Other Sectors
	100,821.41
	98,127.29
	95,532.60

	Post and Telecommunications
	9,448.74
	7,952.91
	7,803.50

	Public services
	55,739.71
	47,357.95
	40,847.83

	Utilities
	626,093.46
	576,503.97
	506,329.67

	Social Welfare
	82,186.50
	72,117.42
	59,364.46

	Sports
	3,226.71
	2,790.26
	2,265.03

	Trade and Industry
	210,132.67
	176,832.26
	151,976.77

	Transport and Infrastructure
	140,392.99
	135,901.53
	121,592.57

	Youth
	6,604.10
	5,978.62
	4,277.99

	Total:
	2,545,545.74
	2,345,921.26
	2,016,595.19

	Source: RIMS Database, June 2004
	
	


The above data reflect projects and programs supported by all donors in Kosovo, which are either completed or funded. The total amount of funding for these projects since 1999 by the end of 2003 reaches the figure of 2.54 billion in committed funds, out of this 2.34 billion are contracted and about 2 billion have been spent.

The table shows that the sector receiving most donor funds is the municipal services, where out of the total amount of spending, this sector participates with 506 million €. Whereas, the second largest sector to receive donor assistance in this period is housing with about 345 million € in spent funds.
Summary of donor funding achievements by sector

Utilities (energy, water and waste): 

With regard to the energy sector, many important investments were made in the improvement of the inherited energy situation. Since 2000 large repairs took place in „Kosovo A“ and „Kosovo B“ power plants, enabling thus the delivery of about 280,000 Mwh in October 2000, as compared to 160,000 Mwh in the same period of 1999. Despite all this assistance in the energy sector, because breakdowns during 2002, still exists an unacceptable situation in the energy supply.

As for the water supply – concrete improvements are made in the decontamination of wells, rehabilitation and reconstructions of existing systems for distribution and water supply, expansion of the distribution system in urban and rural areas throughout Kosovo. As for the support to this sector by the donor community large improvements were noticed in the quality of water and in accordance with the WHO standards. This donor support in the water sector is still continuing.

Housing/accommodation:

As it is known from the 1999 conflict, it is estimated that about 120,000 houses were damaged or destroyed. The donor community has provided assistance in this direction and from the information by the RIMS database results that up to date about 340 million € are spent in this sector.

Trade and Industry

Efforts by the international community were not short also in the establishment of a modern economic market and in various ways, such as: establishment of an adequate regulator framework, development of financial services and grants to, in order to resume with their production activities, so badly destroyed by the war. Therefore, there are a large number of enterprises conducting businesses of various types. For the private sector, many donors have provided credits, through commercial banks and micro financial institutions. Form the RIMS Database it results that donor contribution in this sector so far reaches the amount of 130 million in spent funds.

Transport and Infrastructure:

Reconstruction of primary and secondary roads has enabled that about 350,000 registered vehicles have benefited form the overall infrastructure improvements. So far in all of Kosovo, more than six bridges were built, railways were rehabilitated which has enabled the transport of goods and passengers. Donor contributions were also present in the area of civil aviation in Kosovo. As a result, there are 23 companies operating with flights to and from a number of countries. Whereas, the number of passengers traveling with these companies reaches about 1.200.000 passengers per year. The donor contribution in this sector, from 1999 and by the end of 2003 reaches the figure of 121 million € in spent funds.

Education and science 

In the beginning of 90’s, more than 23,000 Albanian teachers were expelled from the official education system and about 325,000 students and 16,000-university students attended the educational process in the parallel system. This situation was aggravated by the destruction of many schools and other related facilities during the 1999 war. The main mission of the international community has been the reconstruction of schools and related physical facilities and professional trainings. By the end of 2003, the assistance by the international community for the education and science sector reaches the figure of €108 million in spent funds.

General donor contributions in Kosovo during years 1999 - 2003 are reflected in the table above.  This table reflects the involvement of donors in the reconstruction efforts in Kosovo and the strong and coordinated approach by them. These data show that total of 60 donors are active in different phases of reconstruction efforts. We can notice three types of donors, based on countries, organizations/institutions and NGO’s.

               General donor contributes in Kosova during the years 1999-2003 are

               shown on the table:   

	Note:  the amounts are in euro

	Donor
	Commitments
	Contracted
	Expended

	Australia
	 370.26
	370.26
	370.26

	Austria
	6,482.20
	6,482.20
	5,484.29

	Belgium
	3,303.45
	3,303.45
	3,226.69

	Brunei
	 363.63
	 
	 

	Canada
	 77,932.54
	77,225.27
	70,125.15

	Cech Republic
	250.41
	250.41
	75.99

	Denmark
	97,606.71
	95,816.21
	85,942.84

	Finnland
	 16,667.63
	14,824.85
	8,201.04

	France
	 28,163.29
	25,675.81
	24,700.96

	Germany
	 157,639.05
	139,889.91
	126,367.26

	Greece
	 397.02
	397.02
	376.02

	Ireland
	 1,691.57
	1,691.57
	1,541.57

	Israel
	 182.07
	182.07
	94.86

	Italy
	 35,730.05
	20,920.08
	11,977.02

	Japan
	 141,162.26
	140,438.06
	138,404.58

	Japan / UNDP
	 3,369.87
	3,369.87
	2,682.23

	Kuwait
	751.74
	751.74
	751.74

	Liechtenstein
	 85.60
	85.60
	55.00

	Luxemburg
	10,083.48
	10,083.48
	5,815.95

	Maroko
	 102.00
	102.00
	102.00

	Netherland
	 48,882.34
	46,139.81
	32,605.25

	Norway
	23,047.78
	17,142.08
	13,145.75

	Poland
	 50.49
	50.49
	50.49

	San Marino
	247.34
	247.34
	247.34

	Saudi Arabia
	2,923.53
	2,923.53
	2,546.13

	Slovakia
	76.50
	76.50
	€ 76.50

	South Korea 
	1,071.00
	1,071.00
	1,071.00

	Spain
	1,903.32
	1,877.82
	1,877.82

	Sweden
	73,952.72
	72,186.75
	61,061.79

	Switzerland
	81,192.72
	79,727.19
	70,308.16

	UN Emirates
	9,528.35
	8,654.66
	5,599.76

	United Kingdom
	82,954.17
	72,848.72
	63,020.37

	USA
	350,345.15
	317,414.66
	253,798.37

	Totali:
	1,258,510.25
	1,162,220.42
	991,704.17


	Institutions
	Commitments
	Contracted
	Expended

	
	
	
	

	EBRD
	4,570.00
	4,570.00
	3,550.00

	Europian Union
	21,181.25
	20,300.33
	16,437.43

	Europian Union (AER)
	892,634.21
	808,133.85
	695,852.50

	Europian Union (ECHO)
	9,211.06
	9,166.18
	8,226.76

	IBRD
	2,932.50
	 
	 

	IDB
	10,953.89
	10,796.30
	7,728.04

	IOM
	58.14
	29.07
	€ 29.07

	OSCE
	2,568.61
	2,568.61
	 

	Other from Goverments
	57,694.45
	57,085.00
	48,148.53

	UNDP
	6,358.99
	6,166.48
	5,151.18

	UNFPA
	28.05
	28.05
	28.05

	UNHCR
	1,785.78
	1,785.78
	1,785.78

	UNICEF
	9,826.14
	8,025.17
	3,100.20

	UNMIK
	7,301.77
	7,100.32
	6,190.74

	UNTF
	2,500.73
	2,304.59
	1,587.36

	WHO
	2,031.88
	2,031.88
	402.70

	World Bank (WB)
	69,339.53
	60,320.99
	53,139.82

	World Bank & Netherland
	8,993.30
	8,993.30
	8,908.78

	Totali:
	1,109,970.27
	1,009,405.89
	860,266.94

	NGO 
	Commitments
	Contracted
	Expended

	ACT
	13,081.52
	13,037.66
	12,474.60

	AECI
	280.00
	280.00
	 

	Arcobaleno
	7,691.82
	7,691.82
	7,458.24

	Cap Anamur
	38,926.12
	38,926.12
	38,926.12

	Caritas
	30,846.69
	30,846.69
	26,019.28

	Other from NGO
	40,617.04
	40,138.66
	38,532.73

	OXFAM
	973.59
	973.59
	703.29

	Red Cross
	16,331.58
	16,331.58
	15,414.60

	Soros Fundation
	11.00
	11.00
	11.00

	UFORK
	28,239.56
	25,991.52
	25,017.93

	World Vision
	66.30
	66.30
	66.30

	Totali:
	177,065.22
	174,294.94
	164,624.09

	Grand Totali:
	2,545,545.74
	2,345,921.26
	2,016,595.19

	Source : RIMS database, June 2004


From the data of this table we can see that a lot of donors are involved in Kosova reconstruction and they shown very strong consentaneity. According to this notes there are 60 active donors in different phases of effort for reconstruction.from here we can see that we have three types of donors and that: states, organizations-international institutions and NGO. 

Indications on new donor commitments for 2004:

By the end of June 2004, in the donor coordination unit in Ministry of Finance and Economy, donor countries offices have confirmed the following assistance funds for Kosovo in 2004:  

	Sector
	Donor planned assistance in 2004 (€)

	Agriculture
	7,529,417

	Civil security and emergency preparedness (including KPC)
	

	Culture
	                                         469,861

	Democratic governance and civil society 
	   8,375,730

	Education and science
	               4,637,796 

	Environment
	               7,500,000 

	Health and Social Welfare
	               3,135,926

	Justice
	             10,602,052 

	Labor and employment 
	               5,463,785 

	Local Administration
	             12,739,633 

	Non-resident affairs
	

	Post and Telecommunications
	

	Public services
	               2,375,566 

	Sports
	

	Trade and Industry
	2,905,810

	Transport and Infrastructure
	                  439,739 

	Utilities
	             18,936,866 

	                  Energy
	

	                  Waste
	

	                  Water 
	

	Youth
	

	Kosovo Police Service
	                  600,000 

	Mine clearance
	

	Housing/ accommodation
	               3,527,860 

	Economy and Finance
	               4,719,880 

	Other /unallocated
	               6,540,947 

	Institution building 
	               7,500,000 

	Economic development - general
	             15,000,000 

	Budget support
	

	TOTAL:
	       123,000,868 
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UNMIK/REG/2003/41

31 December 2003

REGULATION NO. 2003/41

ON THE APPROVAL OF THE KOSOVO CONSOLIDATED BUDGET

AND AUTHORIZING EXPENDITURES FOR THE PERIOD 1 JANUARY TO

31 DECEMBER 2004

The Special Representative of the Secretary-General,

Pursuant to the authority given to him under United Nations Security Council Resolution 1244 (1999) of 10 June 1999,

Taking into account United Nations Interim Administration Mission in Kosovo (UNMIK) Regulation No. 1999/1, of 25 July 1999, as amended, on the Authority of the Interim Administration in Kosovo, 

Having regard to the responsibilities of the Provisional Institutions of Self-Government under sections 5.1 (a) and (b) and section 5.2 (c) of UNMIK Regulation No. 2001/9 of 15 May 2001, as amended, on a Constitutional Framework for Provisional Self-Government in Kosovo in the fields of economic and financial policy, fiscal and budgetary issues and assisting municipalities to develop their own budgets and financial management systems,

Taking into account the final authority of the Special Representative of the Secretary-

General under section 8.1 (c) of UNMIK Regulation No. 2001/9 of 15 May 2001, as amended, on a Constitutional Framework for Provisional Self-Government in Kosovo to approve the Kosovo Consolidated Budget, 

Taking into account Annex II to UNMIK Regulation 2001/19 of 13 September 2001, on The Executive Section of Provisional Institution of Self-Government in Kosovo, 

Taking into account the Law on Public Financial Management and Accountability adopted by the Assembly of Kosovo on 23 January 2003 (Law 2003/2), as promulgated by UNMIK Regulation No. 2003/17, which includes many specific provisions which were included in previous years’ budget Regulations,
Having considered the communication dated 23 December 2003 from the President of the Assembly of Kosovo on the proposed annual appropriations legislation, and the advice of the Economic and Fiscal Council, and 

For the purpose of approving the Kosovo Consolidated Budget and other related matters, 

Hereby promulgates the following: 

Section 1

Definitions

For the purposes of the present Regulation, the definitions, which are contained in the Public Financial Management and Accountability Law, as promulgated by UNMIK Regulation No. 2003/17, are included by reference, except for:  


“Appropriation” means the legally authorized amount that may be made available for expenditure from the Kosovo Consolidated Fund for either an expenditure category within a specific program or purpose or, where a specific purpose is not identified, for an expenditure category for a Budget Organization, as set out in Schedule 2 of the present Regulation.


“Balances” means the amounts of unexpended commitments, unallocated appropriations, uncommitted allocations and any revenues in excess of the sum of expenditures and unexpended commitments carried forward from Fiscal Year 2003.

“Commitments” means contemplated expenditures, for which a Commitment Payment Order has been submitted to the Treasury and recorded in the Treasury Accounting Record, whether or not subject to a legal obligation.


“Expenditure categories” means Salaries and Wages, Other Goods and Services, Subsidies and Transfers, Capital Outlays and Reserve.


“Expenditures” means payments of money from the Kosovo Consolidated Fund.


“Funds allocation” means the maximum amount of expenditures and commitments able to be made against a specified appropriation, as advised to a Budget Organization in an allocated funds notice issued by the Ministry of Finance and Economy.


“Kosovo General Budget” means the budget comprising the unconsolidated budgets for all Kosovo Budget Organizations in the sectors of government activity represented by the Provisional Institutions of Self-Government (including Municipalities) and the Reserved Powers, the appropriations for which are set out in Schedule 2 to the present Regulation.


“Reserved Power Budget Organizations” means the Budget Organizations receiving an appropriation under Table B of Schedule 2 attached to the present Regulation.


“Treasury Accounting Record” means the accounting record established within the Treasury of the Ministry of Finance and Economy.

Section 2

Approval of the Kosovo Consolidated Budget for 2004

The Kosovo Consolidated Budget for 2004 as set out in Schedule 1 is approved. Such Budget may be amended by the Special Representative of the Secretary-General under an Administrative Direction, in conformity with the provisions of the Public Financial Management and Accountability Law, as promulgated by UNMIK Regulation No. 2003/17.  

Section 3

Kosovo General Budget Appropriations
3.1
Appropriations from the Kosovo Consolidated Fund for the Fiscal Year 2004, as set out in Schedule 2 attached to the present Regulation, and the expenditures itemized under the Kosovo General Budget for General Government purposes indicated and the amounts shown in Schedule 2, are authorized.  The expenditure estimates indicated in Schedule 3 for Fiscal Year 2005 and Fiscal Year 2006 are projections only and are not authorized. 

3.2
The Special Representative of the Secretary-General may issue an Administrative Direction amending Schedule 2 and 3 attached to the present Regulation in conformity with the provisions of the Public Financial Management and Accountability Law, as promulgated by UNMIK Regulation No. 2003/17.

3.3
The Minister of Finance and Economy shall maintain, through the Treasury Accounting Record supplemented as necessary by other records, a record of all approved appropriations, appropriation transfers or other approved adjustments to appropriations made during Fiscal Year 2004.  At least twice annually, for the annual Mid-Year Review of the Budget and a final report within one month of the close of the Fiscal Year 2004 and otherwise as requested by the Special Representative of the Secretary-General, the Minister for Finance and Economy shall present to the Special Representative of the Secretary-General, the Government and the Assembly, a comprehensive report detailing and reconciling the originally approved Budget 2004 appropriations, all subsequent transfers and other changes and the final appropriations for the Fiscal Year 2004.

Section 4

Municipal Budget Appropriations
4.1 
Notwithstanding section 3, appropriations in Schedule 2, Table C that are based on the “Municipal Own Source Revenues” are only authorized to the extent such revenues are deposited in the Kosovo Consolidated Fund and properly recorded in the Treasury Accounting Record.

4.2 
In the event that revenue from co-payments, fees, charges or taxes collected by a municipality exceeds the revenue amounts appropriated in Table C of Schedule 2 for such municipality, a concomitant adjustment in the amounts appropriated in the Budget for such municipality shall be made.  Such excess revenue may not be allocated or expended until such an adjustment is made to the budget of such municipality by the Municipal Assembly in accordance with the procedures, as provided for in the Public Financial Management and Accountability Law, as promulgated by UNMIK Regulation No. 2003/17.  Every such adjustment to revenues and appropriations shall be recorded in the Treasury Accounting Record and incorporated into the next revision of the Budget Schedules approved by the Special Representative of the Secretary-General in accordance with Sections 2 and 3. 

4.3 
Revenue from education fees and/or charges shall be separately recorded, and such revenue may only be appropriated and used by the municipality for education purposes. Revenue from primary health care co-payments shall be separately recorded, and such revenue may only be appropriated and used by the municipality for primary health care purposes.  

4.4 
Each Municipality specified in Schedule 4, shall allocate to non-majority communities of that Municipality, from their Own Source Revenues and General, Education and Health Grant received from the Kosovo General Budget, at least the proportion indicated in Schedule 4, which Schedule may be revised periodically in coordination with the Ministry of Health, Ministry of Education, Ministry of Finance and Economy and the Municipal Assemblies.  Joint recommendations for any readjustment of, or reallocation of percentages shall be forwarded by the Deputy Special Representative of the Secretary-General for Civil Administration and the Minister of Finance and Economy to the Special Representative of the Secretary-General for approval. 

4.5 
Contingency expenditures shall not be included for the purpose of calculating fair share financing for the very reason of the definition.  This shall not apply to contingency expenditures specifically authorised to assist a Municipality in meeting its fair-share financing responsibilities.    

4.6 
Within 15 days from the end of each quarter of the Fiscal Year 2004, each Municipality shall prepare and submit a report to the Office of Community Affairs on their fair-share financing and other relevant standards and benchmarks. 

4.7 
In the event that a Municipality does not meet the set proportion of fair share financing, or does not comply with other relevant standards and benchmarks, the Deputy Special Representative of the Secretary-General for Civil Administration having consulted the Grants Commission may recommend to the Special Representative of the Secretary-General the implementation of measures, which may include, but are not limited to: 

(a) 
Holding back of future allocations from the Kosovo General Budget until such time as the shortfall has been addressed; 

(b) 
Designation of criteria for Municipalities on expenditure of available funds; 

(c) 
Carrying forward committed unexpended 2003 municipal funds, up to the level commensurate with the deficit in spending for non-majority communities in accordance with the percentages provided in Schedule 3 of UNMIK Regulation 2002/23, for specific non-majority community projects in 2004; 

(d) 
Diversion of municipal funds directly to non-majority communities; 

(e) 
De-certification of the Municipality in question; and

(f) 
Appointment of a Municipal Financial Administrator pursuant to Section 61 on the Public Financial Management and Accountability Law, as promulgated by UNMIK Regulation No. 2003/17, as appropriate.  

4.8 
The Minister of Finance and Economy, in close coordination with the Deputy Special Representative of the Secretary-General for Civil Administration and having consulted the Grants Commission may issue Administrative Instructions in relation to the administration of fair share financing by Municipalities.

Section 5

Central Budget Organization Own Source Revenues

5.1 
All Own Source Revenues for Central Government organizations comprising but not limited to user fees and charges shall be deposited on a special account into the Kosovo Consolidated Fund.  For the purposes of this Regulation, the term “user fees and charges” is defined as payments received by a Central Budget Organisation for the delivery of goods and services to non-government institutions or individuals.

5.2 
The Minister of Finance and Economy is authorized to sign, with the approval of the Government, a Memorandum of Understanding with a Budget Organization to address:  

(a) 
The procedures for the collection, reconciliation and deposit of the revenue in the Kosovo Consolidated Fund; and

(b) 
The amount or proportion of the revenue that will be appropriated to the Budget Organisation. 

5.3 
Budget organisations shall be responsible for collecting, depositing and reconciliation with the Treasury, in accordance with the procedures in the approved Memorandum of Understanding.  The amount of appropriation authorised shall not exceed the value of the specified revenue deposited in the Kosovo Consolidated Fund.

5.4 
All changes in revenues and appropriations resulting from such Memorandum of Understanding shall be incorporated into the next revision of the Budget Schedules approved by the Special Representative of the Secretary-General in accordance with Sections 2 and 3. 

Section 6

Appropriation and Re-Appropriation of Balances and Surplus Carried Forward Funds

6.1 
No later than thirty  (30) days after the closure of Fiscal Year 2003, the Government shall submit to the Assembly and to the Special Representative of the Secretary-General, through the Economic and Fiscal Council:

(a) 
A preliminary Schedule indicating the total sources and amounts of the elements of the funds carried forward as a cash surplus from Fiscal Year 2003:

(b) 
A proposed schedule of the re-appropriation of unexpended commitments for Central Government organizations and Municipalities in the cash surplus; 

(c) 
A preliminary schedule showing all unallocated appropriations and uncommitted allocations of Municipal General, Education, Health and Local Community Organization Grants appropriated in Fiscal Year 2003 and recorded in the Treasury Accounting Record, together with a proposal for the use of such unexpended balances; 

(d) 
Initial Recommendations on the usage of the remaining Surplus funds having consulted as necessary the Budget and Grants Commission.     

6.2 
Upon approval by the Special Representative of the Secretary-General, the proposed re-appropriation of the unexpended commitments referred to in Section 6.1(b) and unallocated appropriations or uncommitted allocations of Municipalities referred to in Section 6.1(c), shall be deemed authorized for the period 1 January to 31 December 2004 from the Kosovo Consolidated Fund.  The Minister of Finance and Economy shall make the adjustment to the amounts appropriated in Schedule 2 in the Treasury Accounting Record.  Such changes shall be incorporated into the next revision of the Budget Schedules approved by the Special Representative of the Secretary-General in accordance with Sections 2 and 3.

6.3 
Having consulted the Government and Economic and Fiscal Council on the recommendations for the usage of the Surplus funds, the Special Representative of the Secretary-General shall approve the usage of the remaining surplus funds.  In approving the usage of the remaining surplus funds, the Special Representative of the Secretary-General will seek, through the Government, the views of the Assembly.  The approved appropriations of the remaining surplus funds shall be deemed authorized for the period 1 January to 31 December 2004 from the Kosovo Consolidated Fund.  The Minister of Finance and Economy shall make the adjustment to the amounts appropriated in Schedule 2 in the Treasury Accounting Record.  Such changes shall be incorporated into the next revision of the Budget Schedules approved by the Special Representative of the Secretary-General in accordance with Sections 2 and 3.

6.4 
Unexpended balances of “Municipal Own Source Revenues” from Fiscal Year 2003 and earlier, to the extent they have been deposited in the Kosovo Consolidated Fund and recorded in the Treasury Accounting Record as appropriations to a municipality, are appropriated and authorized for Fiscal Year 2004. 

6.5 
Unexpended balances of designated donor grants, which grants were actually received and recorded in the Treasury Accounting Record in 1999, 2000, 2001, 2002, and 2003 are appropriated and authorized for Fiscal Year 2004. 

Section 7

Limits on Commitments and Expenditures

7.1 
An expenditure from or a commitment against the Kosovo Consolidated Fund shall only be made: 

(a) 
From an amount that has been appropriated therefore; and 

(b) 
In accordance with the other requirements of the present Regulation. 

7.2 
Unless otherwise approved by the Special Representative of the Secretary-General, donor gifts, loans or grants shall be deposited into, and appropriately accounted for as part of, the Kosovo Consolidated Fund.  Upon completion of the procedures as approved by the Special Representative of the Secretary-General for acceptance of donor funds or as authorised by the Special Representative of the Secretary-General, and after being deposited into the Kosovo Consolidated Fund or as otherwise approved by the Special Representative of the Secretary-General, such gifts, loans or grants shall be deemed to have been appropriated for the specified purpose or purposes, and may be allocated and expended for such purpose or purposes. 

7.3 
Each Budget Organization is required to ensure that the number of its staff does not at any time during Fiscal Year 2004 exceed the number specified in Schedule 2 attached to the present Regulation. 

7.4 
The Minister of Finance and Economy may, with the advice of the Minister for Public Services, authorize an increase or decrease in the number of staff of a Budget Organization specified in Table A and Table C of Schedule 2 attached to the present Regulation.  The Special Representative of the Secretary-General may authorize an increase or decrease in the number of staff of a Budget Organization specified in Table B of Schedule 2 attached to the present Regulation.  Authorization under this section does not also imply or authorize any change in the appropriation for wages and salaries.  Such changes shall be incorporated into the next revision of the Budget Schedules approved by the Special Representative of the Secretary-General in accordance with Section 3.

Section 8

Contingent Expenditures
8.1 
Funds for contingent expenditures are appropriated as: 

(a) 
A “Reserve of the Minister of Finance and Economy” in Table A of Schedule 2; and 

(b) 
A “Reserve of the Special Representative of the Secretary-General” in Table B of Schedule 2.  The amounts authorized for contingent expenditures may be used only for urgent and/or unforeseen requirements. 

8.2 
Amounts may be transferred from the contingent expenditure appropriations in accordance with the following criteria: 

(a) 
Transfers of amounts less than or equal to and €250,000 from the “Reserve of the Minister of Finance and Economy” shall be authorized, on receipt of proper justification, by the Minister of Finance and Economy; 

(b) 
Transfers of amounts greater than €250,000 from the “Reserve of the Minister of Finance and Economy” shall be authorized, on receipt of proper justification, by the Minister of Finance and Economy after receiving the approval of the Government; and 

(c) 
Transfers of amounts from the “Reserve of the Special Representative of the Secretary-General” shall be authorized by the Special Representative of the Secretary-General. 

Section 9

Transfer of Amounts Appropriated
9.1 
The Special Representative of the Secretary-General may, following consultation with the Government, authorize a transfer of appropriated amounts between the tables of Schedule 2.

9.2 
The Minister of Finance and Economy may, if provided with a valid justification by the head of a budget organization, authorize the transfer of part of one appropriation of that budget organization to another appropriation of that budget organization in accordance with Section 27 of the Public Financial Management and Accountability Law, as promulgated by UNMIK Regulation No 2003/17. 

9.3 
Notwithstanding Section 9.2, the Special Representative of the Secretary-General may at the request of a head of a Reserve Power Budget Organization authorize the transfer of an amount greater than twenty percent (20 %) of the negatively affected appropriations of that organisation, having consulted the Ministry of Finance and Economy.  

9.4
The Minister for Finance and Economy may, if provided with a valid justification by the heads of two budget organizations, authorize the transfer of part of an appropriation of one budget organisation to another budget organization.  Such transfer may only be authorized with the written approval of the Special Representative of the Secretary-General and in the case of transfers of up to 40% of the negatively affected appropriation, the Government, or for transfers of greater than 40%, the Assembly.

9.5 
Upon approval, an adjustment to the amounts appropriated in Schedule 2 shall be made by the Minister of Finance and Economy in the Treasury Accounting Record.  Such changes shall be incorporated into the next revision of the Budget Schedules approved by the Special Representative of the Secretary-General in accordance with Section 3.

Section 10

Lapsing of Appropriations and Allocations
Other than in those cases where the present Regulation provides for re-appropriation, appropriations and funds allocations made in Fiscal Year 2004 shall automatically lapse at midnight of 31 December 2004. 

Section 11

Entry into Force

The present regulation shall enter into force on 31 December 2003. 

Harri Holkeri

Special Representative of the Secretary-General

Schedule 1

Table A: For Provisional Government Budget Organizations 

(As attached) 

Schedule 1

Table B: For Reserved Power Organizations  

(As attached) 

Schedule 1

Table C: For Budget Organizations that are Municipalities 

(As attached)
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� At present there are no official national accounts data for Kosovo. Most of the statistical material quoted is derived from estimates from a variety of sources, in particular and with the support of donors, the Macroeconomic Policy Department in the Ministry of Finance. See the Department’s  Monthly Macroeconomic Monitor.


� Statistical Office of Kosovo: � HYPERLINK "http://www.sok-ks.org" ��www.sok-ks.org� 


� From the beginning of 2004, the MEPD has discontinued the practice of producing its own calculations of CPI. Any further analysis and publications on CPI developments will be based on statistics produced by the Statistical Office of Kosovo.
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