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1 The

 quest

ion aske

d by

 the P

anel

The questi

on is:

... "to

 calculate the material damages and economic loss suffered by the alleged direct 

vic

tims

in the present case (Victims 08

/05,

 09/05

 and 10105)

".

2 Re

sults

The results

 are as f

ollows:

All res

ults ca

n only 

be roug

h approx

imatio

ns of 

the re

al situa

tions.

Legal in

terest or 

another

 kind of

 capitaliz

ation

 of past l

oss

es is n

ot yet t

aken 

into acco

unt.
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C
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at
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 of

 in

co

m

e lo

ss

A cal

cul

atio

n o

f inc

om

e los

ses

 ge

ne

rally

 re

qui

res 

spe

cifi

c in

form

atio

n ab

ou

t th

e s

itua

tion

 of

 th

e

vict

ims l

ike 

sala

ry 

she

e

ts a

nd 

em

plo

ymen

t c

on

trac

ts. 

In 

this

 cas

e h

owe

ve

r, s

uch

 inf

orm

ati

on i

s

not

 av

aila

ble

. T

her

efo

re, 

this

 re

po

rt 

has

 to

 u

se 

stat

istic

 in

for

matio

n 

and

 ha

s a

lso

 to

 re

ly

str

on

gly

 on

 th

e st

arti

ng 

poi

nts

 as 

giv

en 

by 

the

 Vi

ctim

's 

Cou

n

sel.

 A

s a 

res

ul

t, 

the

 ca

lcu

la

tion

ca

n o

nly 

be 

reg

arde

d a

s a

 ro

ugh

 ap

pro

xim

atio

n o

f 

the

 rea

l si

tua

tio

n.

Th

e cal

cula

tio

n o

f th

e i

nco

me l

oss

 of a

 sin

gle v

ict

im wi

ll ta

ke 

plac

e

 in 

the

 f

ollo

wi

ng

 w

ay:

Firs

tly, 

the

 inc

om

e lo

ss w

ill b

e ca

lcu

lat

ed a

s a

 si

ngle

 ne

t am

ou

nt.

 Thu

s, i

f th

e v

ictim

 

has

 to pa

y

tax

es 

for 

get

ting

 co

mpen

sa

ted 

for 

th

e l

oss

, th

ese

 t

axe

s s

ho

uld 

add

itio

na

lly

 be

 co

mp

ens

ated

.

Th

e 

only

 ex

ce

pti

on 

to t

his 

is c

ap

ital 

gain

s t

ax 

on f

utu

re

 in

tere

st 

pa

ym

ent

s. 

Th

e

 ca

lcul

atio

ns 

in

thi

s re

por

t ta

ke th

ese

 tax

 p

ay

ment

s al

rea

dy i

nto

 ac

cou

nt.

Se

con

dly

, th

e in

com

e 

loss

 co

n

sis

ts o

f th

e s

um o

f th

e y

ear

ly i

ncom

e lo

sse

s u

p 

to 

th

e pr

esen

t

plus

 th

e s

um

 of

 fu

ture

 in

com

e 

los

ses

 wh

ich

 w

ill b

e c

api

tali

zed

 as

 d

esc

ribe

d in

 th

e ne

x

t

ch

apte

r. 

It is

 im

por

tant

 to 

not

e th

at 

the

 in

com

e 

los

ses

 u

p 

to t

he

 pr

ese

nt w

ill n

ot 

be 

ca

pital

ized

.

If t

he 

Pa

nel 

wis

hes

 to 

cal

cula

te 

add

itio

nal

 p

aym

ent

s, f

or 

the

 del

ay o

f th

e

 com

pen

sa

tion 

of 

pas

t

los

ses

, th

ese

 sh

oul

d be

 ad

de

d to

 th

e in

com

e l

oss

es

 as 

ca

lcu

late

d 

in 

th

is 

rep

ort 

1

.

Fin

ally

, th

e

 ye

arly

 inc

om

e lo

ss 

is e

qu

al

 to 

the

 diff

ere

nce

 be

tw

een

 th

e 

calc

ul

ated

 inc

omes

 

with

an

d w

itho

ut

 th

e in

cid

ent.

3.2

 

C

ap

ita

liz

at

ion

 o

f fu

tur

e i

nc

om

e 

lo

ss

For

 th

e ca

pita

liz

atio

n o

f fu

ture

 in

com

e l

oss

es, 

thi

s re

por

t 

main

ly

 fo

llow

s th

e

 D

utc

h 

ap

pro

ac

h,

wh

ich 

use

s 

thre

e 

fac

tors

: a

n e

sti

matio

n o

f f

utur

e 

inc

om

e g

row

th,

 t

he 

inte

r

est 

rat

e a

nd

 th

e

mort

ality

 ra

te.

1 In

 th

e 

Net

her

land

s, 

the

se 

pa

ymen

ts 

are 

us

uall

y c

alc

ula

te

d w

ith 

the

 a

id

 of 

Du

tch

 

l

e

gal

inte

res

t ra

tes

, w

hich

 a

re, 

of c

our

se, 

pro

ba

bly 

not

 app

lic

abl

e in

 Ko

sov

o. 

A

t th

is p

oi

nt,

 it i

s n

ot

cle

ar w

he

the

r th

ese

 pa

ym

ents

 sh

ould

 be

 c
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late

d a

s w

ell 

an

 if 

so, 

h

ow 

this 

cal

cul

atio
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as

 to

tak
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lace

.
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As mentioned earlier, the calculations of income losses should be regarded only as rough

approximations of the real situation. This is also valid for these factors.

Estimation of future income growth

In the Netherlands, this factor is often called inflation. However, this term might be misleading

because the intention is not to take future increases of consumer prices into account, but

future wage increases.

In this report, future income growth will simply be calculated as the average of the growth of

average wages over the last ten years.

Interest rate

Interest rates are used because most of the future losses can temporarily be stored on saving

accounts or buying bonds for example. The important point is in this context that the savings

should not be risky. As an indicator for the interest rate, this report takes the interest rate on

deposits for households as published by the Central Bank of Kosovo (Att. 1 ). Although this

rate was in 2012 about 3,5% and in 2013 about 2,5%, it has been in the following years up to

2021 1% or even slightly lower. Based on the average over the last 10 years, it seems

reasonable to use an interest rate of roughly 1%. It seems, however, also reasonable to

assume the interest rate to rise in the near future. This is due to recent decision of the

European Central Bank (ECB), which have been made public on June 8 2022 to rise the

interest rate gradually. Although Kosovo is not a member of the EU, this decision affects

Kosovo as well because the country does use the euro as a currency. For the time being this

report therefore uses an interest of 2% instead of 1%. In doing so, it will not only be looked at

the development in the past, but future increases of the interest rate will also be anticipated.

The interest payments are taxable capital gains. The capital gains tax in Kosovo equals 10%

for all capital gains (Att. 2). Thus, if the gross interest rate is 2%, the net interest rate is 1,8%.

Mortality rate

By using a mortality rate, the calculation takes into account that a person might die before

reaching the end date of the calculation.

This report uses the most recently published Dutch mortality rates for men as a proxy for the

relevant rates in Kosovo (Att. 3).
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Cap

ita

lizati

on facto

r

For t

he ca

pit

alizati

on of

 future 

incom

e lo

sses, 

a ca

pital

izatio

n 

f

act

or will

 be

 calc

ulate

d w

hich

 is

base

d on t

he in

terest 

rate a

nd 

the m

ortali

ty r

ate. T

his ca

lcul

ation i

s desc

ribed 

in

 the App

end

ix.
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er, ta

king

this in

to acc

ount 

would

 lead

 to a h

ighly

 specu

lative

 and 

unsub

stant

iated

 cal

culat

ion.
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So

ci

al s

ecu

rity I in

com

e a

fter

 the

 inci

den

t

The

 inco

me af

ter t

he i

ncide

nt 

 bu

t exp

ect

ed to

 be

 ver

y

low as

 lo

ng 

as t

hey 

. I

t is p

ossi

ble 

that

. O

n th

e 

oth

er

 hand

, a lo

ok

 at th

e s

ocial 

sec

ur

ity s

yst

em o

f Ko

sovo

 sho

ws t

hat

 it is

 al

so

pos

sible

 tha

t 

, wh

ich 

is r

ece

ntly

 equa

l

to€

 75 

per 

mon

th (A

tt. 5

), 

 If

 not,

they

 migh

t rec

eive

 a 

Socia

l A

ssist

ance

 Sc

hem

e (S

AS)

 ben

efit 

of r

ecen

tly 

€ 6

0 p

er m

ont

h,

 if

they 

are re

gard

ed a

s be

ing

 poo

r and

 ar

e livi

ng a

lone

 (Att

. 6) .

 Th

us,

 the 

am

ount

s as

 well

 as t

he

dif

fer

ence

s se

em to

 be v

ery 

small 

as

 com

pare

d to

 av

erag

e wa

ge

s.

In th

e fo

llow

ing

, if t

he in

com

e is

 unk

now

n, bu

t ex

pect

ed t

o be

 ve

ry

 low,

 it will b

e a

ss

umed 

as a

first

 app

roa

ch t

hat 

it will 

rough

ly b

e th

e

 sam

e a

s th

e 

SAS

-ben

efi

t fo

r a 

pers

on 

who 

is 

living

alone

:

10
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SAS

-benefit

s 2000-2

021

yea

r 

low net low ne

t

income incom

e

month 

year

2000 

35 

420

2001

 35 

420

2002

 

35 

420

2003 

35 

420

2004 35 

420

2005 

35 

420

2006 

35 

420

2007

 

35 

420

2008 

35 

420

2009 

40 

480

2010 

40 

480

2011 

40 

480

2012 

40 

480

2013 

40 

480

2014

 40 

480

2015 

50 

600

2016 

so 600

2017 so 

600

2018 

60 

720

2019

 

60 

720

2020 60 

720

2021 

60 

720

Curren

cy: euro

For futur

e develo

pment, 

this rep

ort as

sumes t

he sam

e growt

h rate

 as the g

row

th rate

 of g

ross

averag

e wa

ges, i.

e. 2,

 

7%.
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4.2 Victim VOS.OS

3.2.1 Starting

 points

Sex:

Year of b

irth:

Year of incident:

 1999

Year of p

ension age:

Property

 damage or loss

:

Legal interest:

Income without incid

ent:

Income with incident

Remark

3.2.2 App

roach

Income without inc

ident:

Income after incid

ent:

Last year of the

 calculation:

Future losses are capitali

zed.

Legal interest o

r an

other kind of 

capitalization of

 past lo

sses is not

 yet take

n into account.
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KSC-BC-2020-05

KSC-BC-2020-05/F00504/A01/13 of 48 PUBLIC
30/01/2023 13:15:00KSC-BC-2020-05/F00503/A01/13 of 48

Stamp error corrected on 31 January 2023



Points of

 attention

3.2.5 Income loss

Based on this 

approach, the lo

ss of income equals€

The last

 column "income loss capitalized total until

this year" of the t

able below shows all the different

 results.

Income loss of victim V0S.05

year 

age 

total total income capitalizat

ion income

income

net 

net 

loss 

factor 

loss

loss

without 

with capitalized

capit

alized

incident 

incident

total

startin

g this year

 

    

 

 

 

 

 

 

 

  

    

    

 

  

 

 

 

  

 

    

   

  

 

  

 

 

 

 

 

   

  

   

 

  

  

 

  

    

13

KSC-BC-2020-05

KSC-BC-2020-05/F00504/A01/14  of 48 PUBLIC
30/01/2023 13:15:00KSC-BC-2020-05/F00503/A01/14 of 48

Stamp error corrected on 31 January 2023



 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  

  

 

 

 

 

 

 

 

 

 

 

  

  

  

  

 

 

  

 

 

Curren

cy: euro
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4.3

Vic

tim

V09

.0

5

3.3

.1 

St

arti

ng p

oint

s

Se

x:

Yea

r of 

birth

:

Yea

r of

 incid

ent:

 

1999

Ye

ar of

 pen

sio

n ag

e:

Pro

pe

rty 

dam

age o

r loss

:

Leg

al 

inter

est:

Inco

me w

itho

ut in

ciden

t:

Inco

me wit

h in

ciden

t:

3.3.

2 

Ap

proa

ch

Inco

me wi

tho

ut inc

iden

t

Inco

me af

ter i

ncide

nt:

Last 

yea

r of t

he c

alcu

latio

n:

Futu

re lo

sse

s are

ca

pit

alize

d .

Leg

al 

inte

rest

or an

o

ther

kind

 of c

apit

aliz

ation

 of p

a

st los

se

s is 

not

 yet t

a

ken

 into

 ac

cou

nt.

Poi

nt o

f at

ten

tio

n

15
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3.3

.5 Inco

me lo

ss

Base

d on t

his ap

proa

ch, th

e l

oss of

 incom

e eq

uals

€

 la

st colu

mn "inco

me

loss 

capitalized total until t

his ye

ar'' o

f the 

table

 belo

w 

shows a

ll the 

differe

nt re

sul

ts

.

Inco

me lo

ss of vi

ctim

 V09.0

5

year

 age

 

tota

l 

total

 inco

me ca

pital

izatio

n 

in

come 

inc

ome

net 

net 

loss 

facto

r 

los

s 

los

s

wit

hout 

with 

cap

italized

 

capit

aliz

ed

incid

ent incide

nt 

tota

l

unt

il th

is y

ear
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Currency: euro
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4.4 Victim V10.05

3.4.1 Starting points

Sex:

Year of birth:

Year of incident: 1999

Year of pension age:

Property damage or loss:

Legal interest:

Income without incident:

Income with incident:

Remark

3.4.2 Approach

Income without incident:

Income after incident:

Last year of the calculation:

Legal interest or another kind of capitalization of past losses is not yet taken into account.

18
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3.4.5 Income loss

Based on this ap

proach, the loss

 of income equals€

Income loss of victim V10.05

year age 

total 

total

net 

net

without 

with

incident 

incident

 

 

  

 

 

  

 

 

 

 

  

 

 

  

  

  

 

 

  

  

 

 

  

total

Currency: euro

income

loss

year
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4.5 Signatu

re

, The Netherl

ands, June 22, 2022

dr. Stefan Le

rz
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4.6

 

Ap

pen

dix: 

the 

capit

aliz

atio

n fa

ctor

The ca

pital

izatio

n fa

ctor is

 used

 for t

he ca

pit

aliza

tion

 of futu

re inc

ome los

ses

. Th

e calcu

latio

n

of th

is fa

ctor w

ill be d

escr

ibed h

ere

.

To b

egin w

ith, t

he ca

pita

lizati

on fa

ctor c

onsist

s 

of two

 ele

ment

s: t

he i

nte

rest

 rate

 facto

r w

hich

is bas

ed o

n t

he in

ter

est ra

te of

 1,8%

 and

 the 

surviv

al rat

e 

factor 

which

 is 

based

 on th

e

morta

lity ra

te.

Intere

st

 rate 

facto

r

Startin

g wit

h th

e in

terest 

rate o

f 1,8

%, 

the i

nteres

t rate

 is n

ot e

qual t

o th

e in

tere

st fact

or. 

For

exam

ple o

ver on

e ye

ar, in 

2023, 

the i

nteres

t rate

 facto

r eq

uals 1

/(1+1

,8%

), wh

ich

 means

 tha

t

the i

ncom

e loss

 ove

r one 

year c

an b

e slig

htly l

ower

 than c

alcul

ated, b

eca

use

 t

he diffe

re

nce

will b

e pa

id as i

ntere

st.

For

 follow

ing y

ears 

the f

actor 

takes 

inte

rest o

n i

nteres

t into

 acco

un

t. Th

is 

mean

s, tha

t the

facto

r o

ver tw

o yea

rs eq

ua

ls 1/(1

+1,8%

}2, o

ver th

ree ye

ars 1

/(1+1

,8%}

3 

and 

so on

.

Sur

vival 

rate f

actor

Altho

ugh

 this 

facto

r is ba

sed on

 morta

lity r

ates, 

it i

s use

d to

 det

ermin

e the

 sur

viva

l rat

es,

beca

use

 we wan

t to ca

lculat

e th

e pro

babil

ity w

het

her a per

son will

 stil

l 

be al

ive i

n a futu

re

year

. The 

surviv

al rat

e eq

uals 1 minus

 the 

morta

lity r

ate. 

For ex

ample, 

If a m

an is 

next 

yea

r

49 y

ears o

ld, h

is mortali

ty rat

e is ro

ug

hly 0

,21%

, whi

ch m

eans

 that h

is sur

vival 

rate e

quals

ro

ughl

y 99,7

9%. Afte

r he h

as re

ach

ed ag

e

 49, h

is s

urviv

al rate

 until 

ag

e 50 

equals 

99,76

%

. In

th

e sa

me w

ay, su

rvival 

rates 

can b

e calc

ulate

d for

 each 

year 

of h

is li

feti

me.

How

ever, 

these

 rates 

are a

lways

 the cha

nc

e tha

t th

e m

an s

urvive

s one 

othe

r y

ear

. If

 we wa

nt

to kn

ow th

e c

hance

 that

 a man of

 age 48

 reach

es

 50 ye

ar

s, b

oth c

hanc

es

 hav

e 

to 

be

multip

lied. 

The surv

ival r

ate fa

ctor is th

en

 99,76

% x 99,7

9% = 99,5

5%. The

refore

, the

 sur

vival

rate 

factor

 gives

 the 

probab

ility t

hat a

 perso

n re

ache

s a cert

ain a

ge in 

th

e futur

e.

Capit

alizat

ion fact

or

The ca

pita

lizatio

n f

actor

 eq

uals 

inte

rest ra

te fa

ctor tim

es s

urviv

al ra

te 

fact

or.

An e

xam

ple of

 the c

alculat

ion o

f the ca

pital

izatio

n fa

ctor i

s give

n be

low for

 vic

tims
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Capitalization factor of  victim :

year 

age interest 

rate 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  

 

 

 

 

 

 

 

 

capitalization 

factor 

interest 

rate 

survival capitalization 

rate 

22

KSC-BC-2020-05

factor 

survival

rate

capitalization

factor

KSC-BC-2020-05/F00504/A01/23  of 48 PUBLIC
30/01/2023  13:15:00KSC-BC-2020-05/F00503/A01/23 of 48

Stamp error corrected on 31 January 2023



Capitalization factor of victim

year 

age interes t 

rate 

 

 

  

 

 

 

 

 

 

  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

capitalizatio n 

facto r 

interes t 

rate 

survival 

capitalizatio n 

rate 
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Attachments

1) Interest 

rate on dep

osits for

 households

 as publishe

d by the

 Central

 Bank of K

osovo

2) Information abo

ut taxes and pen

sion contributio

ns as publ

ished by the Ta

x

Administration

 of Kosovo

3) Mortality rate

s as provided b

y the Dutch Actuarieel Genootschap

4) Averages wag

es from 2012 t

o 2021 

as published by 

the Kosovo Agenc

y of St

atistics

5) Information about p

ensions as publi

shed by the World

 Bank

6) Information about soc

ial securi

ty information as pu

blished by 

the 

World Bank
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Summary

Eco nomic activity in euro  area marked an increas e o f  5.3%, in 2021.

 The

reco very o f eco no

mic nctivity has  been driven mainly by domes tic

demand, a s  a re s u l t

 o f the  impro vement o f the pan

demic s ituatio n, the

ea s ing nf re

s trictive meas u res  as  well as  the s uppo

rtive fis cal and

mo ne ta ry  po licy. Eco no mic gro wth lo s t its  mo mentum in Q4 2021, mainly

clue to  the new v a r iant o f the

 eo ro na vil·us  "Omicro n" ancl the 

re tu rn o f

meas u res  in di

fferent co un

t-ties , as  well ns  ris ing energ

y prices  and

o bvio us  pro blems  in the  s upp ly chain, Due to the uncertainties  caus ed

 by

the war in Ukraine, the  ECB rev is ed its  macro eco nom

ic pro jectio ns  in

March 2022, pres enti

ng three s cenario s  fo

r eco nomic gro wth ancl the

gro wth ra te  o f inflatio n. 

The bas eline s cenario  s ugges ts  tha t  t

he  rea l  

GDP

gro wth in 2022 will be 3.7%, fo llnwed by a s lo wer gro wth o f 2.8% in 202:3

and 1.6% in 2024.

Als o  in the reg io n co unt.ries , 

there has  be

en a high gro wth o f eco nomic

activity until September 2021, a dynamic tha t tu rns  o u t to  have

weakent"d in the fo u rth qu a r te r  o f the yenr. Serbia ancl No rth Macedo nia

repo rted an increas e in eco nomiu o ct.ivity o f

 7.0% and 2.3%, res pectively,

while o ther co untries

 have no t yet publis h

ed t.heir es timates . The IMF

es t.imates  fo r 2021 s ugges t 

an increas e in eco nomic activity o f 5.3% fo r

the co untries  o

f the Wes t-ern Balkans , while the fo recas

ts  realized in

Octob<>r 2021

 s ugges ted a s lo wdown in gro wth o f 4.4% in 2022. As the

1is ks  as s o ciated with the  pandemic have declined, t

he war in Ukra ine  will

be reflected in an even s lo wer gmwth in the  co unt1ies  o f the  regio n.

Acco rding to  prelimimu·y es timates  ufKAS, Ko s o vo  marked an eco nomic

gro wth o f 10.5%

, in 2021. This  high gl'Owth o f eco nomic activity was

mainly at.t.ributed to  the impro vement o f the  hea l th cris is  - a dynamic tha t

was  1-o flected in  the ea s ing  o f re s trictive

 meas u res  and increas ed inco me

from abro o cl (mainly fro m diaspo 1·a), and s timu lnting  financial an

d fis cnl

po licies , Only in Q4 2021, renl GDP gro wth t-u rned o u t to  have been 6.4%,

s uppo rted by 

the  gro wth o f do mes tic demand while net expo rts  h

ad a

negative co ntribu tio n to  the  generated eco nomic, activity.

The incro as e in aggregate

 demand as  a re s u l t o

f the eco nomic reco vl'ry,

as s o ciated with ext.erna

l inflatio nary pres s u

re s  as  a 1·esult o f ris ing

l'ncr1,,y prices  and co mmo dity prices  impo ru ,J fro m part.ner

 !'-0unt.ries  was

t.rans lat,;cl into  ris ing ove1'11ll prices  in Ko s o vo  a s  well. Co ns umer price

index ino rens crl by 3.4%

 in 2021, while the  highes t

 incrl,as e in co ns umer

p,·io es wo s  t'<c'corcled in Q4 2021 when t.hc uverugc inflatio

n ru te  o f 6.-1%

wes  1·e<".o\'ded.

1'h" gro wth o f  eco nomic act.ivit.y int.ht

' r tipo rt.ing JX·t·iocl w

as  acco mpanied

by th€' impl'Ovement o f  the  perfo rmance o f budget ,·evenues  du ring  2021.

Only in Q4 202

1, budget reven

ues  increa

s ed by 

12.9%, while b

udget

expendit.ure

s  incre

as ed by

 o nly 0 .7%. 

Pu

blic debt 

ho s  co ntinued with

do uble-digit gro w

th o f 13.1 % and h

as  reached 

the va l

ue o f EUR 1.68

billio n, while as  a pe

rcentage o f GDP, it

 has  reached

 23.3%, 

in Q4 2021.

The activity gener

ated

 

within the external s ect-0r 

tu rns  o u t 

to  have had

the main weight in

 the o verull eco n

omic activi

ty in

 t

he c o u nhy  in 2021.

The increas e

 o f inco me fro

m dias po ra

 thro ug

h majo r chan

nels  s uch 

as

remittances , tra

vel expens es  

and re

a l es

ta te purcha

;;es  was  tran;;la

ted

into  a gro wth o f o verall 

demand in the co untry, supp01'1:ing bo th

co ns umptio n and inves tment. gro ,v th

. in  2021. 

The increa

s e 

in do mes tic

demand re s u lted

 in 

o n increas e in

 impo rts , which wo rs ened the balanc

e

o f  go o ds , 

des pite the i

ncreas e in expo rts . 

Only

 in Q4 2

021,

 the

 trade  deficit

in goods incr

eas ed by 34.4% nnd reached th

e level o f EUR 1.0 billio n,

while the  balance

 o f s ervices

 reached the  va lue  o f  EUR 139.2 millio n from

EUR 

95.2 millio

n, in Q4 2020.

The financi

al s

ys tem was  chanicterized

 by increas ed

 activity in

 all its

co ns titu e

nt s egments . The s o und banki

ng s ecto r (high degree o f

co pito lizntio n, l

iquidit

y 

nncl high

 quali

ty o f the

 lo an po rtfo lio )

 played an

impo it.ant ro l

e in finan

cing eco no

mic activit.y

 thro ugho u t 

2021. The

increRs e in b11nk l

ending was  s uppo rte
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2021, intere s t ra te s  o n lo ans  to  no nfinancial

co rpo ratio ns  s to o d a t 5. 7% (5.9% in December 2020)

(chart 22).

Chart 22. Interest rate on loans to nonfinancial

corporations
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Source: CBK.

Interes t ra te  o n lo ans  to  s ervices  and indu s try s ecto rs

are mo re favo rable co mpared to  lo ans  to  agriculture

s ecto r.

Higher intere s t ra te s  o n lo ans  to  the agriculture s ecto r

are a re s u l t o f the higher ris k tha t this  s ecto r bears ,

altho ugh in the recent years  there has  been a decreas e

in the co s t o f financing als o  fo r this  s ecto r (chart 22).

Chart 23. Interest rate on loans to households
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Interes t ra te s  o n lo ans  to  ho us eho lds  co ntinued with

the s ame declining trend as  o f no nfinancial

co rpo ratio ns . Intere s t ra te s  o n this  s egment s to o d a t

6.0%, in December 2021. A mo re favo rable intere s t r a te

Quarterly Assessment of the Economy

No. 37, Q IV/2021

was  marked by mo rtgage lo ans  - reflecting the high

increas e o f new mo rtgage lo ans  during 2021. While,

intere s t ra te s  o n co ns umer credit were higher than the

s egment's average, albeit co mpared to previo us

perio ds , there has  been marked a s ignificant decline

(chart 23).

1.3.2 Interest rates on deposits

Interes t ra te s  o n depo s its  co ntinue to  remain low, with

mo re favo rable ra te s  fo r no nfinancial co rpo ratio ns

(2.0%) co mpared to  tho s e fo r ho us eho lds  (0.9%) (chart

24).

Chart 24. Interest rates on deposits
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Performance of the Banking Sector

The banking s ecto r, until December 2021, realized a

pro fit with a value o f EUR 117.5 millio n, which is  fo r

EUR 3 7. 6 millio n higher co mpared to  the  s ta tement as

o f end-December 2020 (chart 25). The highes t pro fit

realized in this  perio d reflects  the perfo rmance o f

inco me (which increas ed by 15.4%) and expenditures

(which marked a marginal increas e o f 2.6%).

Within income, interes t inco me is  the  catego ry with the

larges t s hare (70.4%) and marked an annu a l increas e

o f 6.9%, an increas e mainly attribu ted to  interes t

19
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So urce: Tax Adminis tratio n o f Ko s o vo  as fo und in june 2022 at:

https  ://www.atk-ks .o rg/en/po rtfo lio /info rmata-te-pergjiths hme-per-tatimet-ne-ko s o ve/

There the fo llowing can be fo und:

All laws and administrative instructions are available on Official Gazette of Kosovo, on the

link: http://gzk.rks-gov.net/defauJt.aspx

Tax rates in Kosovo:

~ 

Turne, er

T~· R~tE

3'1. T r~e 

thr~shold

Value Added Tax - VAT 

30,000 euro 8% and 18%

Corporate Income Tax - CIT

under 50, ooa

-fl.ITC

Manufacturing, trading and tnmsporting industry, e tc  J%

service industry 

~

Per,oncl income Ta~: - ! 'IT

under 50,000

euro

Manufacturfng, trad/1\g and transporting industry, etc , 3%

Ser'/ice industry 

9%

Corporate Income Tax- CIT 

over 50, 000 euro 10%

Persona[ ! ncorne Tax - PIT 

over 50,000 euro

Ar,m,al income from Oto 960 

0%

Annual income from 96D - 3000 

4%

Annual income from 3,000 to 5,400 

8%

Annual income from 5.40-0 and over 

10%

Tax on Wages (monthly)

Annual im::om1: fn;im Oto 80 

0%

Annual lAcome from 8 0 - 25-0 

4~

Ii 

Annual Income from 250 - 450 

$%

Annual 1ncom1: from 450 and over 1o,r,

Tax on Re~ts, Interest and Royalties 

10%

Tax on sp,:cial catego ries  

SK

Tax c,n non-res;dent, 

5%

Tax rates for Personal Income Tax:

Tax rate 

Mo nthly income in€  

Annual income in €

0% 

0 to  80 

0 to  960

4% 

80 to  250 

960 to  3000

8% 

250 to  450 

3000 to  5400

10% 

450 and o ver 

5,400 and o ver

Taxpayers  with annual gro s s  income o ver 50,000€ and tho s e who  have vo luntary o pted to  be taxed

o n real income, are taxed by abo ve-mentio ned rates , and taxpayers  with annual gro s s  income o f

50,000€ o r les s , are taxed with 3% o n gro s s  income (fo r the activities  o f: trade, trans po rt,

agriculture and s imilar commercial activities ) o r 9% (fo r the activities  o f: s ervices , pro fes s io nal,

artis anal, entertainment and s imilar activities ). In additio n to  tax, thes e (s elf-emplo yed) taxpayers

are o bliged to  pay Pens io n Co ntributio ns , to o .
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The wages  o f emplo yees  are taxed by the primary emplo yer under the fo llowing tax rates  (0%; 4%;

8% and 10%), and the wages  o f emplo yees  are taxes  with 10% by the s eco ndary emplo yer.

Any emplo yee, the citizen o f Ko s o vo , is  o bliged to  pay 5% from gro s s  income o n behalf o f Pens io n

Co ntributio ns . Als o , the principal and s eco ndary emplo yer o f the emplo yee, which is  Ko s o vo

citizen, co ntributes  with 5% o n gro s s  wage o f the emplo yee fo r the pens io n co ntributio ns .
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97 

0 ,3301336 

0,3100495 

0,3382311 

0,30

53226

98 

0 ,3596034 

0,3185804 

0,3612957 

0,33095

28

99 

0 ,3632712 

0,3478808 

0,3838855 

0 ,3564

038

100 

0 ,4072398 

0,3770859 

0,4057735 

0,38134

31

101 0 ,4289593

 

0,3846283 

0,42676

15 

0 ,4054643

102 

0 ,4316310 

0,4227951 

0,4466863 

0 ,42

85013

103 0 ,512345

7 0,4307846 

0,4654234 

0 ,4502390

104 

0 ,54929

58 0,4736842 

0 ,482887

9 0 ,4705

192

105 

0,4857143 

0,4381271

 0 ,499032

7 0,48924

09

106 

0 ,6250000 

0,5128205

 0,5138449 

0,50635

72

107 

0 ,6666667 

0,4965517 0,52734

10 

0,521

8686

108 

0,0000000 

0,7042254 

0,53956

16 0 ,5358148

109 

1,0000000 

0,4166667 

0,5505654 0,54826

56

110 0,000000

0 0,8000000 

0,5604242

 0,5593125

111 

0 ,0000000 

0,000000

0 0,5692180 

0,5690601

112 0 ,000000

0 0,00000

00 

0,5770313 

0 ,5776203

113 

0,0000000 

0,000000

0 

0,5839496 0 ,585

1066

114 0 ,0000000

 

0,5000000 0,5900568 0,5916302

115 

0 ,0000000 

1,0000000 0,595433

8 

0,59729

74

116 0 ,0000000 0,0000000 0,6001570

 

0 ,6022075

117 

0,0000000 0,0000000 0 ,6042977 0 ,60

64519

118 

0 ,0000000 

0,000000

0 

0,6079212 0,610

1136

119 

0 ,0000000 0,0000000 0,6110875 0 ,6132673

120 

0 ,0000000 

0,0000000

 

0 ,61385

04 

0,61597
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Republika e Kosoves

Republika Kosova-Republic of Kosovo

Qeveria - Vlada - Government

Ministria e Financave, Punes dhe Transfereve -Mlnlstartstvo za Finansija, Rada I

 

Transfera

Ministry of Finance, Labor and Transfers

Agjencia e Statistikave te Kosoves - Agencija Statistike Kosova

 - Kosovo Agency

 o f Statistics

So cial Statis tics

Wage Level in Ko so vo , 2020

1//ask
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Average wage evel in Kosovo

In 2012, the average gross wage in Kosovo was 383 Euros, whil

e 

in 2019 it was 

477 Euros,

while in 2020 there was a decrease to 466 Euros, i.e. with a decrease of 11 Euros from the

previous year. While, the net wage from 348 Euros, as it was in 2012, increased to 430 Euros in

2019, while in 2020 there was a decrease to 416 Euros, i.e. with a decrease of 14 Euros from

the previous year. 

3

Table 1: Average gross and net wage level (in Euro) by 

years 2012 - 2020

Year

Kosovo 

Public Sector 

Public Enterprises 

Private Sector

Gross 

Net 

Gross 

Net Gross Net 

Gross Net

2012 

383 

348 

407 

366 

561 

502 

337 

308

2013 386 

351 411 370 

573 

512 

340 310

2014 

403 

365 

473 423 656 

583 

329 301

2015 

415 

376 509 454 

674 

598 

328 300

2016 422 

382 

525 467 686 

609 

340 310

2017 

431 390 

532 474 699 

620 356 324

2018 

453 

409 573 

509 

721 

639 

376 

342

2019 477 430 584 519 766 

677 

411 

372

2020 

466 416 624 552 769 

680 380 342

2012 

2013 2014 2015 2016 2017 2018 

2019 

2020

■ Average gross wage Average net wage

Graph 1: Average gross and net wage level (in Euro) by years 2012 - 2020

3 

See footnote 1. The impact of the pandemic in the Republic of Kosovo

Wage Level in Ko s o vo  2012 - 2020 

8
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Average gross and

 net salary by year

, variab

la and

gross/net

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

Latest update:

20220608

 00:00

Source:

Kosovo Agency o f  Statistics

Contact:

 

Head of  Sector

t

Units:

Euro

Internal refer

ence code:

tab0l

Kosovo

gross net

383 

348

386 351

403 365

415 

376

422 382

431 390

453 409

477 430

466 

416

484 432
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Koso

vo: P

ens

ion Pol

ic Ch

allen

 es in

 20

20

1

Executive

 Summary

Ko s o vo 's

 pens io

n s ys tem

 s tarted 

from s cratch

 after 

its co nf

lict w

ith Ser

bia. It

 is

 bas ed

 on a 

fully

funded

 Defined

 Co ntrib

utio n (D

C) s che

me and a 

univer

s al bas i

c pens io n

. However, 

the

 go v

ernment

has s ub

s equent

ly in

tro duce

d a s ign

ificant 

number o f 

unfund

ed s c

hemes  an

d war-relate

d bene

fits .

Thes e add

itio nal 

benefits  

are s tra

ining th

e co s ts  o

f  the s y

s tem and th

reaten it

s s us t

ainabil

ity, while

intro d

ucing s ignifi

cant frag

mentatio

n and unclea

r incen

tives  to  part

i

cipat

e in 

the co nt

ribu

to ry s ys t

em.

The go

vernment sh

o uld mo ve 

toward b

uilding

 a unifi

ed pens

io n 

s ys t

em, co ns

is ting 

o f m

ulti

ple

com

plementary p

illars  tha

t are a

dequatel

y financ

ed in a 

s us tainab

le manner i

n the lo

ng term

. The

sys tem

 sho uld 

pro vide

 adequat

e lifet

ime benefi

ts  and 

care

 as incen

tives  to

 co

ntribute. 

Ins t

itutio nal

. . 

. 

. 

. 

.

1. Main Indicator

s

The pens io

n s ys te

m in Ko s o v

o  compris es  

a un

ivers al

 bas ic

 pens

io n financ

ed by

 genera

l rev

enue,

a mandato

ry defin

ed co n

tributio n

s  s ys tem

 bas ed 

o n ind

ividual

 s avin

gs , a 

rarel

y us ed vo l

untary

s avings

 s chem

e, and 

a s erie

s o f ca

tego rica

l and 

s pecial

 benefi

ts  de

fined 

bo th fo

r s p

ecific

po pula

tio ns  a

nd relate

d to  the

 war.

2

Given it

s  compo nen

ts , we can 

charac

terize th

e pens

io n s

ys tem in Ko s o vo  

as  co n

s is tin

g o f

 

two

parts

: A 'co re' m

ultipil

lar s che

me com

pris ing

 the ba

s ic

 univ

ers al pe

ns io n

 (Pilla

r 0), m

andat

o ry

DC s chem

e (2nd

 pillar

) and v

o luntar

y s avin

gs (3rd p

illar) o n

 o ne h

and, a

nd a se

ries o

f

categ

o rical b

enefits  o

n the o

ther.

The main compo nen

ts  o f

 o ld-ag

e benef

its  in the pe

ns io n

 s ys te

m are as

 fo

llow:

· 

Basic P

ension: 

Univer

s al bene

fit to  al

l citizen

s  65 yea

rs  o ld

 o r o ld

er re

s iding

 in Ko s o vo

.

· Mand

atory sa

vings: 10 

percent 

co ntrib

utio n ra

te into  

individ

ual a

cco un

ts  manag

ed b

y

an ind

ependen

t public 

entity (

Ko s o vo

 Pens i

o ns  Sav

ings

 Trus t, K

PST). Pro

vide

s  mo

nthly

pens io n

 o f  €200 until a

cco unt

 deplet

io n (no  lif

etime pens

io n).

· Ex-co

ntribut

ory benefit: B

enefit fo

r citize

ns  65 y

ears  o r 

o lder 

who  co ntr

ibuted at 

leas t

15 ye

ars 

in the 

fo rmer Y

ugo s lav 

sys tem. Benefit 

s che

dule in

 4

 tiers acc

o r

ding to

educat

io n (as 

pro xy fo r i

ncome).

· Early re

tirement s

chemes: Ther

e are s e

parate ea

rly re

tire

ment 

benefit

s  with 

differen

t

rules

 that app

ly to  Trep

ca miners , K

o s o vo

 Pro tect

io n Co rps  

(KPC), 

and Ko s o vo  

Secur

ity

Fo rce (

KSF).

l This  no

te was prepar

ed under

 Wo rld Bank's  Advis o r

y Servic

es  an

d Analyt

ics  (

ASA) activ

ity fo r W

es tern

 Balka

ns

Pens io

ns  in Ql 202

0. It do es

 no t cap

ture the d

evelo pm

ents  duri

ng and after t

he glo ba

l Co vid-19 

pandem

ic and

 its

po tential 

impact o

n the pe

ns io n sys

tem in Ko so vo . A

naly

s is  o f

 the eff

ects  o f 

Co vid-19

 o n pen

s io ns  

i

n

 Ko s o vo ,

po licy res po n

s es  under

taken by the a

utho ri

ties , and

 further

 po licy o pt

io ns  

will 

be carrie

d thr

o ugh fo

llow-u

p ASA fo

r

Wes tern

 Balkans  

and o ther Wo rld Bank pro g

rams  and acti

vities .

2 See A

nnex 1 fo r a des cri

ptio n o f  all p

ens io n benefit

s  current

ly exis t

ing in Ko s o vo .

1
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In additio n, the g

o vernment has intro d

uced pens io n bene

fits  fo r t

he perm

anent

ly dis abled,

 blind,

paraplegic,

 and tetrapleg

ic, as well as a serie

s o f permanent pens

io n benefits  to  v

ictim

s o r

participants  in the war fo r inde

pendence.

Table 1: Pension Parameters in Kosovo

Retirement age 

65 years for

 men and women.

Pens io n calculatio n

 

From KPST: If  balance < €3,0

00, lump s um

If€3,000

 < ba lance<  €20,000, pens

io n i

s €200

 per mo nth until acc

o unt

depletio n.

If  balance > €20,00

0 pens io n

 is l% o f  balan

ce

 until acco unt d

epletio n.

Additio nally, bas ic

 pens io n o f

 €90 o

r ex-co ntributo r

y 

benefit if  

qualified

.

Indexatio n po s tretire

ment None

Eligibility fo r dis ability 

Declared dis abled by Minis try o f  

Labo ur and

 So cial Wel

f

are 

(MLSW). No

pens io n 

minimum co ntributio n

.

Level o f  dis ability pens io n From KPST: Full ac

co unt withdrawal

From MLSW: €90 fo r permanently di

s abled

Eligibility fo r s urvivo r's

 From KPST: Death befo re pens io n withdrawals , lega

l beneficiari

es  inherit

pens io n balance.

Level o f  s urvivo r's  pens io

n 

Full balance

 paid in lum

p s um.

Co ntributio n rates 

10% of 2:ross salar

y -5%  by emplo yer and 5% by emplo yee.

Given its com

po s itio n, traditi

o nal meas ures us ed 

to as s es s th

e per

fo rmance 

o f the 

Defined

Benefits  (DB) pens io n sys tems , s uch as the accru

al rate, do

 no t apply 

in the Ko s o vo  co ntex

t. Fo

r

example, if we lo o k at t

he pens io n s y

s tem s uppo rt

 ratio  meas u

red as co ntri

buto rs /ben

eficia

ries ,

we find that t

here were 7.83 

active co ntribut

o rs  at the end o f  2018 fo r 

ever

y individual

 that had

retired from the sys t

em (Figure 1 

) . However, it

 has to 

be co ns ide

red that this

 s ys tem was

es tablis he

d in 2002. This  number is clo

se to  the o veral

l ratio  

o f  8 inhabit

ants  betw

een 15 y

ears

and 64 yea

rs fo r each i

nhabitan

t age 65 yea

rs o r mo re o bse

rved in

 the general p

o pul

atio n

.

However, demo graphic trans

itio n will rapidl

y age the co un

try. It is

 es timat

ed that by 20

26 there

will be 6 indivi

duals  in the wo rking a

ge gro up fo r ev

ery indiv

idual age 65

 years

 o r o ld

er

, falling

to 4 by 203 8, and reaching 3 

in 204

 

7. This  demo graphic tren

d means

 that Ko s o vo

 will be

 hard

-

pres s ed to  fina

nce meaningfu

l pens io

n benefits  fo r 

its elderly po pul

atio n if  it relies  

extens

ively

o n intergenerat

io nal trans fers

 (fo r exa

mple, taxatio n and

 Pay-as -yo

u-go  (PAYG) co ntribut

io ns ).

Figure l: Support ratio

 (Population 1

5-65 to Population 65+)

9

8

7

6

5

4

3

2

1

D

~ ~ ~ ~ ~ ~ ~ ~ ¥ ~ ~ ~ q ~ ~

~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

Source: Ko s o vo  Agency o f

 Statis tics , Po pula

tio n Pro jectio

ns .
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Annex 1

Des criptio n o f  exis ting pens io n pro grams  in Ko s o vo  from the 'Co ncept Do cument fo r Regulating

and Managing the Field o f Pens io ns and Benefits  from So cial Security', publis hed fo r

co ns ultatio n by the MLSW, Octo ber 2018.

Table A l: Summary of Pension Schemes

Scheme 

Criteria

Pen$ions re2ulated by Law No. 04 / L-131 on State Pension Funds

Basic Pension Scheme 

Age 65 years

Permanent res idence in Ko s o vo

Citizenship o f  Ko s o vo

Pres entatio n to  MLSW every 6 mo nths

Ex-Contributor 

Age 65 years

Pension

7 

Permanent res idence in Ko s o vo

Pres entatio n to  MLSW every 6 mo nths

At leas t 15 years  co ntributio n to  the pens io n s ys tem in

the fo rmer Yugo s lavia befo re 1999

Reco gnitio n o f  wo rk experience in 1989-1999

educatio n, healthcare wo rkers , and s o  o n

Catego rizatio n o f  us ers  acco rding to  the qualificatio n

s tructure:

1) Low-level pens io ners

2) Seco ndary s cho o l retirees

3) High s cho o l graduates

4) Pens io ners  with s uperio r educatio n.

Pension Scheme of Age 18-65 years

Permanent Disability D is fo r permanent dis ability (I 00%)

Permanent res idence in Ko s o vo

After 1, 3, o r 5 years  (depending o n the as s es sment),

the beneficiary s ubmits  to  the Medical Commis s io n fo r

medical reas s es sment

The Early Pension 

Permanent res idence in Ko s o vo

Scheme of the 

Age 50-65 years

'Trep~a' Complex 

A pro ven co ntributio n o f  at leas t 10 years  in the mining 

secto r (includes  the perio d o f  dismis s al during the

1990s)

Limited wo rk ability up to  50%

To  have no  income from emplo yment o r s elf-

emplo yment

Pension Scheme of 

Minimum age: 45 years

Kosovo Protection 

Service in KPC fo r at leas t 5 years

Corps Mem hers

(KPC) 

Pens io ns  are paid after the age o f  65 years , to gether

with the bas ic pens io n and the co ntributing pens io n.

Law No. 03 I L-100 on

Pensions o fMembers

o f the Kosovo

Protection Corps

6 Increas ed to  €90 in 2019.

7 Increas ed by 15 percent in 2019.

8 Increas ed by 20 percent in 2019.

Monthly Amount

€75

6

€158

€172

€186

€230

€75

€105

8

45 years  o fa g e -5 0%  o f the

las t s alary o f the KPC

50 years  o ld-70% o f the

las t s alary from the KPC

Survivo rs  (family) can

benefit: s po us e 60% and

children 20% (regardles s  o f

8
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Scheme

Pension Scheme for 

Members of the 

Kosovo Security 

Force (KSF) 

Law no. 04 I L-084 on 

Pensions o fMembers 

o f the Kosovo Security 

Force 

Pension Scheme for 

Blind Persons 

Law no. 04 / L-092 on 

Blind Persons

Criteria 

Minimum age: 50 years  o r 55 years  (in the cas e o f 

o fficers ) 

Minimum 20 years  co ntributio n 

Fo rmer KPC members  co ntinuing KSF s ervice may 

retire after 3 years  o f  s ervice in KSF. 

Beneficiaries : blind pers o ns  regardles s  o f  age 

Other pensiQn schemes - start implementin~ in 2017

Labor Invalidity Beneficiaries :

Pension 1. Pers o ns  under the age o f  65 who  have received the

s ame pens io n befo re 1999 

Law No. 04 I L-131 on 2. Pers o ns  s uffering from wo rk injury res ulting in

State Pension Funds permanent dis ability (100%) (  c riterion for benefit for

(Still not imvlemented) work injuries after 1999)

Familiar Pensions 

Law No. 04 / L-131 on 

State Pension Funds 

(Still not implemented) 

Beneficiaries :

1. Pers o ns  who  received family pens io ns  befo re 1999

2. Families  that s urvive the family member who  has 

been ins ured and co ntributed to  the s ys tem befo re 1999 

fo r at leas t 15 years  

3. Families  o f  pers o ns  who  die from accidents  at wo rk

o r o ccupatio nal dis eas es , irres pective o f their

co ntributio ns  to  the s ys tem befo re 1999.

Retirement fo r emplo yment o r s elf-emplo yment is

fo rbidden.

Pension Scheme for Beneficiaries : pers o ns  with paraplegia and tetraplegia 

Tetraplegic Persons 

and Paraplegics 

Law no. 05 I L-067  on 

the Status andRights

o f Paraplegic and

Tetraplegic Persons

Monthly Amount

number, up to  18 years  o f

age, 26 years  if the latter

go es  to  s cho o l) o f  the

pens io n paid to  the KPC

pens io ner.

60% o f the las t s alary, 40%

o f the final s alary up to  the

age o f  50, and then 60% (in

the cas e o f  KPC s ervice)

Survivo rs  (family) can

benefit: s po us e 60% and

children 10% (up to  40%,

regardles s  o f  number, up to

18 years  o f  age, 26 years  if

the latter co ntinues

educatio n) o f the pens io n

that was  paid to  the KSF

pens io ner.

No t les s  than €125 (+ €125

fo r the pers o nal as s is tant if

the Commis s io n deems  it

neces s ary)

Amo unt to  be s et bas ed on

minimum wages .

€75

€75 + 20% fo r each child

under 18 years  o r even 26

years  in cas e o f  s tudy

€170 (+€170 reimburs ement

fo r the guardian, + 50% o f

additio nal compens atio n

depending o n the co nditio n

o f the dis ability)

9
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Box 2 Subjectivity issues with the existing SAS PMT formula

Capacity assessment of the Centres for Social Work (CSWs) carried out during September-November 2017 for the

project Targeting health insurance exemptions identified the following issues with design of the poverty test

through qualitative research:

· The PMT indicators do not always correlate with the poverty status and evaluation of some allows for

arbitrary judgements by the Verification Teams (e.g. window/door type, furniture) ;

· 

Difficulty in verifying land ownership as land tenure is rarely transferred to successors upon the owner's

death;

· 

Difficulty in verifying vehicle ownership due to lack of data exchange with Car Registry of the Ministry of

Internal Affairs;

· Exclusionary po

wer of land ownership and vehicle ownership even though they do not determine whether

a family is poor;

· Difficulty in verifying employment status and income from employme

nt due to the high rate of informa

lity

in the country.

Source: Qualitative research with MLSW SAS Officials, SAS Unit Heads, SAS Unit Officials, and CSW Directors during

September-Novem

ber 2017.

Benefit formula, Rates and Duration

The Social Assistance Scheme provides a flat rate benefit. Unlike many other LRIS schemes, SAS is not a

guaranteed minimum income scheme. It does no

t complement othe

r public transfers or in

comes

 of

applicants with the objective to bring recipients to 

a pre-defined guaran

teed minimum income standard .

Instead, it is a fixed amount flat rate benefit.

38 

Law No.4/L-096 stipulates that the monthly amount of

 

SAS

is set based on the

 number of family members and based on the cost of the minimum food basket.

Since inception of the SAS, there have been se

veral reforms to the calculation of the ben

efit amount. Until

reform of the SAS in 2012, a ceiling/cap was applied to the benefit amount

 for households with more than

7 members (Table 1). With the amendments from 2012 the benefit formula points rang

e from 40 for a one-

member family to 120 for a family/household of 15 members, with each point corresponding to one

 Euro

of benefit. In add

ition

, these amendments expanded the scope of the benefit: (1) the ceiling for hous

eholds

with more than 7 members was lifted, and the

 benefit amoun

t adjusted for

 household s

ize by adding

 5

Euros to the monthly amoun

t for each additional person for hou

seholds with 3 

or more househ

old

members; and (2) a monthly child allowance of an additional 5 Euros for each 

child under 18 years was

introduced.

38 

Al No.15/2012 on the Calculation of Monthly Social Assistance Amounts.
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Table 1: Trends in social assistance monthly benefits by household size, (nominal values)

Household size 2003 2009 

2012* 

1 member 

€ 35 €40 €40 

2 members €50 

€ 55 € 55 

3 members € 55 € 60 

€ 60 

4 members € 60 

€ 65 € 65 

5 members € 65 € 70 

€ 70 

6 members 

€ 70 € 75 € 75 

7 members € 75 

€80 € 80 

8 members € 75 €80 € 85 

9 members € 75 

€ 80 

€ 90 

10 members 

€ 75 € 80 € 95 

11 members € 75 €80 € 100 

12 members € 75 €80 € 105 

13 members € 75 € 80 €110 

14 members € 75 

€ 80 €115 

15 members 

€ 75 € 80 € 120 

Source: MLSW administrative data and SAS legislation.

*Note: Monthly amounts do not include child allowance.

November, 2015*

€ 50.0

€ 68.8

€75.0

€ 81.3

€ 87.5

€ 93.8

€ 100.0

€ 106.3

€ 112.5

€ 118.8

€ 125.0

€131.3

€ 137.5

€ 143.8

€ 150.0

January, 2018*

€60.0

€ 82.5

€90.0

€ 97.5

€ 105.0

€ 112.5

€ 120.0

€ 127.5

€ 135.0

€ 142.5

€ 150.0

€ 157.5

€ 165.0

€ 172.5

€ 180.0

Although there has not been any formal inflation indexation of the SAS benefit, discretionary increases of the

benefit amount have more than offset benefit erosion and led to an increase in the real value of SAS. Due to

Kosovo using the Euro as its currency, cumulative inflation of food and non-alcoholic beverages between

2002 and 2017 has only been 41 percent. During the same period, the government increased the amount

of the SAS benefit four times (Table 1). Depending on household size, the cumulative increase of the benefit

amount totaled to between 60 and 140 percent, far outweighing inflation.

The SAS benefit covers a lower share of the consumption needs of large families compared with smaller

families. By design, the equivalence scale of the SAS assumes disproportionally high economies of scale for

larger families. Beyond the second family member, the incremental benefit amount is only EUR 7.5 per

month for adults and Euro 12.5 for children. As a result, the incremental benefit amount in response to an

additional family member is smaller than that envisaged by the most common equivalence scales and does

not reflect adult equivalent family size. Most other countries in the region apply more generous scales

39

·

Comparison of current SAS benefit levels by family size and characteristics with benefit levels based on

OECD modified scales shows that the adequacy of the SAS decreases with family size (Figure 8). The SAS

benefit covers 88 percent of consumption needs of families with 2 adults and 1 child based on the modified

OECD equivalence scales and for families of 4 adults and 2 children SAS coverage of consumption needs

diminishes to 66 percent.

39

In the Western Balkan region, Serbia and Albania apply OECD equivalence scales in the design of their LRIS benefits. The

remaining countries apply national scales which are overall more generous than the SAS scale. Exception is the LRIS in Montenegro

where the increment for the second family member is 0.2.
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