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Preface
International Conference on Business, Technology and Innovation is an international
interdisciplinary peer reviewed conference which publishes works of the scientists as well as
practitioners in the area of business, law, technology, architecture, etc.
The main perspective of the conference is to connect the scientists and practitioners from
different disciplines in the same place and make them be aware of the recent advancements in
different research fields, and provide them with a unique forum to share their experiences.
It is also the place to support the new academic staff for doing research and publish their work
in international standard level.
This conference consists of 5 sub conferences in different fields:
•
•
•
•
•

Management, Business and Economics
Law
Computer Science and Information Systems
Mechatronics, Robotics and Systems Engineering
Architecture, Spatial Planning and Civil Engineering

This conference is the major scientific event of the University for Business and Technology.
It is organizing annually and always in cooperation with the partner universities from the
region and Europe.
In this case our partner universities are the University of Vlora “Ismail Qemaili” and
University of Tirana – Faculty of Economics.
Other professional partners in this conference are: Kosova Association for Control,
Automation and Systems Engineering (KA – CASE), Kosova Association for Modeling and
Simulation (KA – SIM), Quality Kosova, Kosova Association for management
This conference is sponsored by Ministry of Education, Science and Technology of Republic
of Kosova, AEP Project and EUROSIM - The European Association of Simulation.
This Chapter presents the contributions of researchers for the Management, Business,
Economics and Law
We have to thank all Authors, partners, sponsors and also the conference organizing team
making this event a real international scientific event.
This year we have more participants and publication than last year.

Congratulation!

November 2013

Prof Edmond Hajrizi
Chairman of ICBTI 2013, UBT
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The New Public Management In Transition Countries- Public Sector
Decentralization And Local Governance Reform In Kosovo
Ibrahim Krasniqi
University for Business and Technology, Prishtina, Republic of Kosovo
Ibrahim.Krasniqi@ubt-uni.net; ibrakrasniqi@gmail.co m

Abstract:Public administration management in most developing countries is changing
rapidly through reform processes with respect to public service delivery and the
stimulation of economic growth. That change, in general is affected by the need for policy
reform, has resulted in different structural public management reforms known as
decentralization and ‘the new public management’, reflecting a movement away from the
old values and norms of public administration management. This paper discusses the
issue of local government reform processes in Kosovo in parallel with the new public
management processes in the country. Local government reform has been and is a priority
of the institutions of the Republic of Kosovo, and as such, it has gone through various
stages of its evolution. In other words, special emphasis should be put also on the
achievements, progress, challenges and difficulties of local government reform processes.
As such, this paper reflects the ontological aspect of the new public management
approach in local government reform in the Republic of Kosovo, starting from the
development stages of this extensive process up to the current situation, including falls
and downs of this process. Therefore, this paper reflects empirically (through research)
the current status of local government in Kosovo, as well as the difficulties faced by the
local government. As a result of the elaboration of this paper, we have come to the
conclusion that local government has made a significant progress since the end of the war.
However, much remains to be done in this regard, especially in terms of: transparency,
accountability, citizen participation in decision-making, and many other processes, which
further strengthen local democracy in the country.
Keywords: New public management, Kosovo, Local government, Decentralization,
Reform,

1 Introduction
In Kosovo, as in the rest of Europe, the study of Public Administration has shown growing interest both
in local government studies and in the modernization of public organizations. Often the provision of
services has been delegated to individual municipalities increasing th e need for general discussion about
appropriate approaches and management tools. Various modernization ideas and activities around the
world show that there is not any single model for efficient and effective public management. Country specific characteristics and traditions are central in the planning and implementation of public
administration reforms. Countries with different development levels also have different goals of their
reforms. For established democracies flexibility has been the keyword behind public administration
reforms. Transitional countries on the other hand have too much flexibility due to general political and
economic instability. They try to establish their traditions, principles and mindset of people in
accordance with the new economic, social and political reality. Starting from the end of the 1980s,
discussion about appropriate management practices and modernization initiatives has often been
followed and enhanced by pro and con arguments of the New Public Management (NPM) approach.
This approach is mostly referring to the market- oriented principles and private sector practices that are
meant to be transferred to and applied by the public sector. The focus of this paper is on the current
management practices in the Kosovo local government. The central aim is to analyze some of the main
NPM type management ideas which Kosovo local governments have been experimenting with since the
beginning of the 1990s. Although certain aspects of national and European levels are looked a t and
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analyzed together with the characteristics of the transitional countries in Central and Eastern Europe
(CEE), the main analysis concentrates on Kosovo local level. Only if the developments on the
organizational level in Kosovo local governments are combined with the developments in the broader
context, an adequate picture of an analysis could be expected.

2 Development of Kosovo local government
After the deployment of UNMIK international administration in Kosovo and after the establishment of
domestic democratic institutions in central and local level, which was an important step towards the
establishment and functioning of Kosovo bodies and inst itutions, a progressive transfer of
responsibilities from international authorities to domestic authorities began. Further, the process of
transfer of competencies from central level bodies to local level bodies took place, as well as the
establishment of new municipalities. The process of establishment of new municipalities was preceded
by the Framework Document on Local Government Reform of 2004, and SRSG’s decision of 2005 on
the establishment of Pilot Municipal Units.After the declaration of independenc e of the Republic of
Kosovo and adoption of basic legislation on Local Self-Government as foreseen in CSP, the Ministry
of Local Government Administration drafted and implemented the Action Plan on Decentralization
since 2008.The Inter-Ministerial Group on Decentralization was established to supervise the
implementation of decentralization. Until the declaration of Kosovo’s independence, the legal setup,
organization and functioning of the municipalities in Kosovo as basic units of local self-government
were regulated through UNMIK regulations. After the declaration of independence, the MLGA
sponsored the three basic laws on local self-government, which entered into force after the declaration
of independence of the Republic of Kosovo: the Law on Local Self-Government No. 03/L-040; Law on
Local Government Finance No. 03/L-049; and Law on Administrative Boundaries No. 03/L-041.
The local self- government in Kosovo protects and promotes internationally recognized human rights
standards, with special consideration for the needs of non-majority communities and their members in
Kosovo. Throughout the ongoing period of state building, a special attention is being paid to local selfgovernment in Kosovo, by ensuring through the law a municipal self-government, initially with limited
competencies. While, as regards to essential changes in municipal bodies and their election, there were
continuous changes since the organization of first local government elections held on 28 October
2000. In the process of decentralization, a special attention was paid to the establishment of new
municipalities, transfer and delegation of competencies for central to local level. Initially, three pilot
municipal units were established.
Later they became municipalities with equal prerogative as the rest of municipalities. Then, there is a
second phase of the process of decentralization, which resulted in the establishment of 4+1 new
municipalities. The municipality of Mitrovica North is still in the process of establishmen t and this is
one of challenges for the future. The Ministry of Local Government Administration has also, in
coordination with their institutions, transferred all own competencies foreseen in the Law on Local SelfGovernment No. 03/L-040, from the central level to the local level, including both delegated and
enhanced competencies according to the applicable legislation, even that there needs continuously to be
improvements in coordination. The strategic goal of the Government of Kosovo was creation of
sustainable and effective system of local self-government throughout the territory of Kosovo that would
enable good living conditions for all of its citizens, which could be achieved through capacity building
and human resources, financing of projects in infrastructure, as well as in coordination with foreign and
domestic donors.
Despite significant progress in terms of implementation of the process of
decentralization, challenges remain. In order to advance this process and local self-government in
Kosovo further, the MLGA is in the phase of finalization of the Strategy on Local Self-Government
2013 – 2016. This strategy will reflect upon, and include lessons learnt until now in order for the reform
to advance further.
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3 Centralization versus Decentralization in Public Administration
Management
After so much time of centralism, state reform has emerged as a necessity and has become, in relatively
short time, a field of scientific preoccupations for researchers. Thus, a fair position in conne ction with
this subject matter is possible by investigating various materials, articles, studies published in the field.
This allows us to identify the main views, ideas and judgments issued with respect to the issue under
discussion. About the issue of decentralization a lot has been said and a lot has been written, but ... from
theory to reality ... is a long way to go if not impossible, especially in the current economic and political
context. Notable and worthy of note is the mention made by Elinor Os trom in an interview with Foreign
Policy Magazine in October 2010. When asked “Is decentralization a solution for a more efficient
administration?” the Nobel Prize winner for Economics answered: “When people come from a highly
centralized system, top-down decentralization is rarely successful. Citizens come to wonder why after
all this time when the national government had time to create infrastructure, to efficiently use the money
collected, are now asked to govern and manage themselves.” What Elinor Ostro m seems to suggest, by
her remark, is that such an administrative organization, although desirable, cannot be achieved easily.
Nothing really true than this we think! Politicians may try to decentralize in vain if a local community
is unable to assume new responsibilities. A transfer of powers that does not take into account the
potential of community cannot succeed. If we were to justify the decentralized model of organization,
we would allow quoting Frège Xavier, who in his “La Décentralisation” says tha t “the goal of
decentralization is to show that the centralized system had also shortcomings”. In this respect, the
French author states that “centralization impoverishes social dialogue; imposing economic and social
partners to organize and be represented as a priority at national level, it underestimates the essential
problems of everyday life”. It is well known that the centralized system has systematically neglected
any form of cooperation. An “impoverished” social dialogue or even its absence does not allow moving
from a culture of… conflict to one based on partnership ... and does not allow taking into consideration
of common interests of social partners, reason for which the French author sees in local social dialogue
the best means of manifestation of decentralization. Trying to capture the essence of decentralization in
his work “Decentralization and local autonomy for participatory democracy”, presented at the 6th
Global Forum on Reinventing Government Towards Participatory and Transparent Governan ce,
Professor James Katorobo thinks that “decentralization involves the transfer of political, administrative
and fiscal authority from the central government to the authorities and the subnational governments”. It
is therefore in the nature of any decentralized system to experience a transfer of power from a high level
of government to a lower one. Given that “many pleas for decentralization are now organized around
the metaphor of local development” [4, p.70], it is fair to mention here this idea of “loca l development”
too, which in Professor Xavier Frege’s terms, is “the aim of economic and cultural of decentralization”.
As the French author says, “being economic, social and cultural at the same time, local development
diversifies and enriches activities on a given territory by mobilizing existing resources and energies in
the region” [4, p. 57]. In summary, those who must deal with affairs concerning them and manage their
resources, values and mechanisms are local communities through the local authoritie s they have
designated to represent their interests. The need for decentralization is fully justified by this argument.

4 The Decentralization Process - Possible Solution in Overcoming the Crisis
We dared above to put together the most important ideas expressed by specialists in the field in order
to proceed now to an analysis that such a topic requires. We have to mention one thing to clear the
reason why we have chosen this topic. We find that the wording “From centralization to crisis
decentralization...” speaks for itself, especially since currently we star in such a phenomenon called
crisis decentralization. The explanation is simple. No government would have started such a wide
decentralization if the economic crisis had not happened. Mo reover, we think that decentralization in
crisis... is, and if we may so express ourselves, ineptitude. Why? Because the purpose of this process
must be to better the “eternally-under-reform” administrative system which, in our opinion, cannot be
done in crisis conditions.
4.1. Electoral Reform on Local Government
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The UNMIK Regulation No. 2000/45 on the Self-Governance in Kosovo was the first regulatory act
with legal supremacy that established the foundations of a system of democratic local self-governance
in service to the citizens in the state of Kosovo. According to this Regulation, the basic unit of local
self-governance in Kosovo is the municipality. The main bodies of the municipalities established by
this Regulation were the following:
•
•
•

The Municipal Assembly;
The Chairperson of the Municipal Assembly and
Executive Chief

According to the UNMIK Regulation 2007/30, the main municipal bodies were:
•
•

The Municipal Assembly
The Mayor

The highest representative body of the municipality was the municipal assembly through the direct vote.
The power After declaration of independence, pursuant to the Law on Local Self-Government No 03/L040, adopted in February 2008 and which entered into force in June 2008, the municipal bodies are:
•
•

the Municipal Assembly; and
the Mayor.

The Assembly of the Municipality is the highest body in the municipality and it is elected directly by
citizens in accordance with the Law on Local Elections. The term of the members of municipal
assemblies shall be four years. The Municipal Assemblies shall establish two compulsory committees,
such as:
•
•

Committee on Policy and Finance, and
Committee on Communities

The mayor shall be elected directly by the citizens in accordance with the law on local elections, for a
term of four years. In each municipality, the mayor serves with another deputy mayor. She/he is
appointed by the mayor for the same term duration and may be also dismissed by the mayor. However,
the municipalities in which at least 10% of the citizens belong to the non -majority communities, there
will be one deputy mayor for communities.

4.2. Implementation of the Decentralisation Process
The process of decentralisation and the establishment of new municipalities was preceded by the
Framework
Document on Local Government Reform. The Framework Policy on Local Government Reform of
2004, devised by the Working Group on Local Governance, co-chaired by UNMIK and the Provisional
Self-Governance Institution was endorsed by the Assembly of Kosovo and its purpose was to achieve
the broad reform of the local governance, in order to advance and improve the local governance in
Kosovo and as a result, the first pilot- municipal units were created. The implementation of the process
of the decentralisation, however, continued also after the declaration of the Independence of Kosovo.
The process of local governance reform and the decentralisation was a very complex process and as
such it required the adoption of numerous new laws, establishment of new municipalities and the
revision of the existing ones, the reform of the local finance system and local capacity building
for an effective self- governance. Therefore the basic legislation was adopted on local self-governance
in the Republic of Kosovo as provided under the Comprehensive Status Proposal for Kosovo.

11

Fig.1. Map with the municipalities in the Republic of Kosovo
Based on this Accord, Kosovo passed the Law on Local Self-Governance, Law on Administrative
Municipal Boundaries and the Law on Local Government Finance. Meanwhile the Inter-ministerial
Group on Decentralisation is established as responsible body for coordinating the policies and actions
for the establishment of the new municipalities and the implementation of the decentralization in the
Republic of Kosovo, with the tas ks and responsibilities defined under the Government’s Decision No.
04/14 dated 3 April 2008By the chairperson’s request, the IGD could invite in its meetings additional
representatives of central institutions, elected representatives of municipalities and other persons that
could provide advice or that could be relevant to the matters tackled, as well as international
representatives from the technical assistance projects in the capacity of observers.
4.3. Harmonizati on of the sectorial legislation with the legislation on Local self-governance
To avoid the collision between laws in the future, the MLGA issues a declaration within 15 days,
whereby it states whether the adopted law is in accordance with legislation on self-governance. The
Ministry of Local Government Administration continued to participate in the working groups for the
harmonisation of the legislation in question, constantly after the approval of the legislative strategy
annually by the Government of Kosovo. The Ministry of Local Gov ernment Administration in
cooperation with the Legal Office of the Prime Minister’s Office identified the laws that touch upon the
local self-governance, which were then harmonised with this legislation(see annexes with the list of
Laws and draft laws that were drafted or amended).
4.4. Fiscal Decentralization
The fiscal policy in Kosovo after the war (1999) was based on revenues and expenditures of the
government for the achievement of specific economic and social goals in local and central level. This
was achieved initially by creating a basic fiscal policy and of a sustainable administrative system led by
the Central Fiscal Authority (CFA) established in September 1999 as the builder of the fiscal policy in
Kosovo. The fiscal decentralisation, allocation and transfer of competences in the fiscal sphere
from central institutions into the local ones are all new phenomena in the Republic of Kosovo which
only occurred following 1999. The local government revenues initially comprised only 0.35% of
the overall state revenues, which were collected mainly by the central authorities and they were
distributed to the local authorities in forms of unconditional grants. In order for the fiscal
decentralisation to be efficient, models were sought that would enable the following:



Bigger efficiency and responsibility for the fullest, most qualitative completion of the needs of
citizens based on principle of subsidiarity, empowerment of the local government in
collection of revenues;
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Facilitating the coordination and harmonisation of the fiscal policy between central and local
units;
Creating conditions for competitiveness and for innovation in provision of goods and
services;
Bigger budgetary transparency etc.

The municipality can collect revenues in accordance with the laws and instructions of the Central
Government on the respective regulation of these issues:




From license fees and payments defined by the municipality;
From the municipal revenues or assets, and
From fines or fines percentage.

The municipal assembly collects the property tax from the following categories:







Dwelling property;
Commercial property;
Industrial property;
Agricultural property;
Abandoned immovable property, and
Unwilled facilities.

5 New Public Management approach
Recent public management reforms around the world have been affected by the New Public
Management movement. Kosovo’s independence and its development of the basic principles of public
administration coincided with the era of the NPM ideology. That is why this approach has left a certain
footprint on Kosovo’s public sector. Even if major NPM reforms are analyzed rather critically or even
faded away in most of the developed countries so that “[m]ost of us could write the New Public
Management’s post mortem now” (Lynn, 1998: 231), these principles have changed our way of thinking
about public administration and we cannot go back to the unchanged situation where we started from
(Peters, 2001: 199-201). Thus, NPM approach helps to understand the development and the path of
changes in Kosovo municipalities. It provides a good framework for thorough analyses of the reasons
and motives of the reform ideas. Widely known is the framework of Peters (2001) who grouped the
features of transformation in government organizations as follows: marketization, participation,
flexibility and deregulation.
While this approach gives a good overview of the major trends and prevailing thinking in public
administration, the current paper also draws on it while analyzing the changes and reform ideas in
Kosovo local government.
5.1. Marketization
The market approach for reforming government emphasizes market incentives, private sector
techniques and decentralization. “The primary intellectual root of the market approac h to changing the
public sector is the belief in the efficiency of markets as the mechanism for allocating resources within
a society” (Peters, 2001: 25). The idea behind it is the assumption that traditional bureaucracies do not
provide sufficient incentives for public servants to perform efficiently and effectively. That is why the
central value is the basic belief in virtue of competition. The advocates of this approach believe that the
closer public sector comes to market interventions, the better the o utcomes will be. Entrepreneurship,
customer satisfaction, efficiency are just some central keywords used within this framework. According
to this approach, good managers can produce better government with less money. For that, the managers
need to have enough freedom and flexibility to be able to manage. It is believed that techniques and
motivational systems from the private sector are the best ways to reach these aims. Certain political,
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legal, administrative and economic aspects hinder the marketization processes in Kosovo making it
rather questionable for Kosovo local governments as well. One of the central arguments is that there is
not actually any real market on Kosovo’s local level.
5.2. Participation
Enhancing public participation involves a set of ideas and steps to facilitate citizens’ participation in
public administration. This approach to reforming the public sector is based on the assumption that
“…governing should be
about finding out what the public wants and finding ways of delivering those services” (Peters, 2001:
50). It tries to increase the input of citizens, customers and lower-level officials in the decisionmaking processes through empowerment and facilitation. The advocates of these ideas believe that the
customers themselves and the street- level officials have the most appropriate information and
insights about the services and programs. If this
information was utilized appropriately, the government would perform better. Thus, in order to increase
the public
administration effectiveness, public organizations should foster individual and collective participation.
In addition, the theme considers involvement and participation as some of the most effective means for
motivating public employees.
On the local level, the leading role of the municipalities to foster transition through participation is
usually smaller than the leading role of the central government on the national level. Several authors
have argued that the quality of public service delivery depends more on cooperation than on government
employees simply delivering the services (Walsh, 1991; Peters, 2001). Cooperation among public
organizations (meaning also among local governments) has been one of the most serious problems in
Kosovo since the beginning of the transition. Since there are no common public service values or central
principles in place yet, the general framework or basis for cooperation is often missing. Although
partnerships between local governments, local non-governmental and business sector organizations
have been promoted both by the state and local governments themselves with the common aim of
finding solutions to local problems mostly in the fields like economic development, employment,
social involvement, etc collaboration and networking among Kosovo local governments is still rather
weak.

5.3. Flexibility
The third alternative approach to the traditional model of governing by Peters (2001) is characterized
by flexible administration as the response to the critics of traditional rigid public administration.
“Flexibility refers to the
capacity of government and its agencies to make appropriate policy responses to environmental
changes” (Peters,
2001: 77). While traditional public sector organizations are often considered to be permanent entities,
and public employment in many countries is regarded as a life time job, there is a modern trend to
decrease this stability and to question the permanence of public organizations, structures, principles,
and values. The general belief behind it is the idea of increasing societal abilities to respond fast and
effectively to new challenges and to improve organizational capacities to survive in a constantly
changing environment. Even if the transitional public administration systems may not be optimal at
the beginning of the transition, they still offer the heavily needed framework and stability for
development. Constant changes together with a high level of flexibility will blur “the picture” and may
create possibilities to follow self-interests, and to build up mini-states and power spheres within public
administration. In this environment, most of the energy and resources would be used for creating,
managing and understanding changes while trying to find one’s own place and purpose. Before a certain
change has reached its maturity and outcomes, new changes are frequently already on their way
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waiting for their turn in Kosovo municipalities. Finally, there is no clear understanding about reality
and “real” problems. Another serious problem in Kosovo public administration is coordination. In a
time of rapid changes, together with the embracement of flexibility, actors have to become more and
more involved with the various reasons and dimensions of the problems. In this context, coordination
is conceptually more difficult. Changing aims and principles can easily create misunderstandings,
misconceptions, as well as turf fights. The low level of coordination could easily become a central
reason for the low level of efficiency. During times of rapid social, political and economic changes,
stability can serve as necessary strength rather than hindering needed changes.
5.4. Deregulation
The fourth modern theme for reforming public administration is deregulating government while
referring to internal
management of the public sector. “The fundamental assumption of the move towards deregulating
government has been that if some constraints on bureaucratic action are eliminated, government could
perform its functions more efficiently” (Peters, 2001: 97). Deregulating can unleash the potential of
civil servants and produce higher levels of government activities. It could be considered as a sub approach of marketization through removing internal barriers and letting managers manage, or as a
complimentary approach to marketization since achieving the promised efficiency through market
mechanism would be much easier without rigid constraints of the public sector apparatus. Advocates of
deregulation believe that using public officials’ personal judgment and exercising individual discretion
is superior to any sort of rules, regulations and principles, leading to better, more efficient and effective
outcomes. Sometimes, some contextual factors justified the rules initially, but afte r some time, they
might have outlived their purpose and usefulness. It might happen that the roots for deregulation are
more hidden in the perception of the overregulated and dysfunctional public administration held by the
public rather than in regulations themselves, hindering the actions of civil servants.

6 Diverse Motives for NPM-Style Reform
Thus far we have assumed that corporatization, wherever it happens, is evidence of NPM -style reform.
This is not necessarily the case. We need to distinguish between two varieties of corporatization, and
this brings us to the second of our five questions —the diversity of motives behind ostensibly new
public management initiatives. Corporatization can take place as a means to achieve greater efficiency,
cost savings or service quality improvements, in which case it is accompanied by the setting of
performance targets along the lines of executive agencies. But it can also take place simply for
convenience, a way of freeing a particular public function from the constraints of civil service red tape.
The first is a clear example of the new public management in action; the second, much less so. There
is no data to indicate with any certainty which of these two varieties of corporatization is predominant.
There is no doubt, however, that the second variety is very important in its own right in many developing
countries. All kinds of bodies are being converted from civil service departments to authorities,
institutes, corporations, companies and other kinds of free-standing public bodies, even in countries
which have no systematic programme of corporatization along Kosovo lines. There are two reasons
behind this trend. First, most developing countries have been corporatizing government functions for
decades: there is little new about this, save that the trend may have accelerated in recent years. And
secondly, the management constraints which newly corporatized bodies are being set up to escape can
be very severe. In many developing or less developed count ries, such constraints go beyond the
procedural red tape which those familiar with government in industrialized countries would expect to
find. They can extend to, among other things, public–private pay gaps that are so wide after years of
restraint coupled with galloping inflation that it becomes impossible to recruit and retain qualified staff
(Cohen 1995; Colclough 1997a; Klitgaard 1997b).

7 Is The New Public Management Appropriate For Developing Countries?
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Having reviewed the evidence concerning the take-up of the new public management in developing
countries, we can now turn our attention to the question of its appropriateness. At first sight the failure
rate of NPM reforms might seem enough to lead us to a negative conclusion. But it would be a mis take
to look at the new public management in isolation. Our brief survey of non -NPM reforms shows that
these have done no better. Administrative reform has always had a high failure rate, in both developed
and developing countries (Caiden 1991; Kiggundu 1998). So if one is to argue that NPM reforms are
inappropriate for developing countries on the basis of their poor record of implementation, one may as
well say the same for any kind of administrative reform. The real test of the appropriateness of NPM
is not at the output stage of reform (implementation, where most reforms currently fail), but at that of
outcomes (end results of successfully implemented changes). In other words, even if some means were
found to overcome the implementation hurdle, even if it were possible to ensure that changes are not
blocked or kept cosmetic, would NPM-style initiatives yield their expected benefits in a developing country environment? Or would they not, perhaps even generating perverse outcomes? Broadly
speaking, we can identify three interrelated arguments along such lines. Let us look at them in
sequence. The first argument may be labeled the ‘stages of development’ thesis, variant one. The lack
of expertise and the unreliability of information systems in developing countries, so this argument goes,
means that it is not viable to develop complex structures such as internal markets or sophisticated
performance monitoring systems. Such mechanisms would be unreliable at best, unworkable at worst.
On the contrary, developing countries should concentrate on establishing more effective mechanisms
of central control over functions such as staffing or finance, because this is the precursor of any eventual
delegation (Holmes 1992; Nunberg 1995). This argument draws on the historical record of developed
countries.

8 Public Entrepreneurship as a Local Governance Strategy in Decentralizing
Polity
8.1. Management Stream
The global movement for entrepreneurial governments, which the United Kingdom and the
United States Government has initiated in the 1980’s and 1990’s respectively, has led to the use of a
whole battery of new and differing alternative solutions to problems besetting government
underperformance. In the Philippines, the manifestations of th e management stream as a pre-condition
for public entrepreneurship structure are mandated under the Philippine Local Government Code. This
emanates from Section 18:“Local Government Units shall have the power and authority to establish
an organization that shall be responsible for the efficient and effective implementation of their
development plans, programs, objectives and priorities; to levy taxes, fees and charges which shall
accrue exclusively for their use and disposition and shall be retained by them ... to apply their resources
and assets for productive, developmental or welfare purpose, in the exercise or furtherance of their
government or propriety powers and functions and thereby ensure their development into self-reliant
communities and active participants in the attainment of national goals.” The general welfare clause of
Section 16 is also seen as a condition in the emergence of public entrepreneurship under
decentralization: “Every local government unit shall exercise the powers express ly granted, those
necessary implied therefrom, as well as powers necessary, appropriate, or incidental for its efficient and
effective governance and those which are essential for the promotion of the general welfare.” These
increased managerial powers given by the code have also been vehicles for creativity and innovations
in local government units and acceleration of local development. Through the code, creative local
officials have made many reforms in recent years and a new breed of local executives and officials has
even been spawned, which a decade ago was unthinkable. In this new system, McCourt and
Minogue(2001:5)identified that there is no clear separation of politics and management especially on
the roles of administrators and politicians, which are often fused together.
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Fig. 2. Some Conditions for the Emergence of Public Entrepreneurship

Conclusions
While the reforms in Kosovo municipalities have brought about some positive change, the
transformation of Kosovo local governments has not been easy. First, there are serious questions raised
concerning the appropriateness of modern management approaches in the public sector at all. Second,
transitional countries share problems rather than solutions with Western countries. In transitional
countries, the legitimacy of the public sector has been suffering due to the negative nature of the
communist pre-transition regime. The instability of the systems, the constantly changing targets and
the low level of administrative capacity create extra problems for the public organizations. Because of
transition, there has been significant pressure to adopt popular policies and approaches in Kosovo local
governments without having enough time to analyze and adopt these ideas in depth. Third, the limited
human resources, the special characteristics of the organizational culture and the prevailing common
values in Kosovo municipalities make the situation even fuzzier. Managers with too little experience in
the public sector or in change management may often fall into the trap of “fashionable approaches”
while overestimating the positive outcomes of the new ideas and underestimating the negative
drawbacks. Especially dangerous can be ready-made-for-use models and ideas that, due to lack of
knowledge and broader understanding, might look promising. The research comes to the conclusion
that all of the four discussed NPM themes – marketization, participation, flexibility and deregulation –
might offer remedies to public organizations in the Western world (though e ven that is often
questionable), but they should be implemented very consciously in Kosovo local governments. Critical
thinking and a broader analysis of Kosovo local governments is needed before any of these principles
would be implemented. Municipalities, together with citizens, the private and the non-profit sector, can
all make an important contribution while supporting and facilitating the general transition, but only a
strong public sector as a greater whole can handle the effective execution of policies and sustainable
transition. While the situation on the Kosovo local level is similar to the situation in other CEE countries
in many respects, the same conclusion will most probably apply to other transitional countries and their
local administration as well. Admitting all this and in light of the already mentioned ideas we now
consider ourselves entitled to give a number of personal opinions. We cannot deny the fact that
decentralization is at the center of political debate and economic crisis. Concerned about finding a
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legitimation to the decentralized model, we see as justified the following question: What is the point of
decentralization? The answer is simple. A generous one, we think. Why? Because it increases economic
efficiency and the transparency of the democratic process. And how does it do that? In that it facilitates
the connection between the resource provider - the taxpayer - and the service provider – the public
institution. On one hand, decentralization of public institutions makes them more responsible in front
of the local communities, reducing the “democratic deficit” and bringing near the customer - the
taxpayer - to the public service provider. On the other hand, service providers find it easier to discover
the real needs of community members by getting faster feedback from them. We have also thought of
another explanation. Could it be that decentralization places on the shoulders of local authorities the
responsibility for the crisis? Such a question is more legitimate in the context of the current “efforts”
for decentralization. The answer cannot be otherwise. Although local authorities can be put in an
awkward situation and not fully meet the expectations of communities things can be seen differently
and solutions can be found more easily from a closer position... even in times of crisis .
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Abstract:One of the main motivations for the implementation of public administration
reform in the countries of Central and Eastern Europe is the entry into the European
Union, such a thing is true for the Republic of Kosovo. Public administration of any state
that will approach the European Union should reach the level of confidence in the
implementation of the acquis communautaire and the quality level of the administration
which exists within the European Administrative space. Public administration refers to
the work that perform governmental institutions and includes the development and
implementation of public policies. Political parties adopt inclusive models of policy
development for a number of different reasons. Some parties mention values or
ideological basis reason for the involvement of citizens in policy-making. Others are
practical, emphasizing the fact that consultation often brings stronger policy
opportunities, and most important. For example, policies for the development of the
central and local budgets that include views of economic experts together with users of
public goods, are more likely to be realistic, meaningful and applicable. Public
consultation on public policy making is becoming a universal standard in European
governance. Under EC rules , using public consultation to develop policies and legislation
ensure that policy proposals are technically possible and practically feasible. In other
words, such consultation dual purpose shall be applied in Kosovo by assisting in the
improvement of the quality of the policy outcome as a condition for European integration.
Economic and social development of any country can not be understood without a
treatment and concrete achievements in the development and implementation of antidiscrimination
policies
by
central and
local government institutions.
Keywords: Public Management, Public Administration, Public Services, Public sector,
Governance.

1 Introduction
This paper focuses on public administration and public policy and to the public administrator or citizen
that seeks to influence public policy through government agencies or non -profit. For this reason we
have reviewed the details of the institutions, processes and techniques of working in the public sector.
What is more important is the perception of the real world of public service, from the perspective of the
citizen. “ The administration’s public policy”. However, management must lies outside the sphere of
politics. Administrative issues are not political issue nonetheless establishes policies for managing tasks,
the latter must not suffer from political manipulation. In other words, while policies are discussed and
decided by the politicians they should be implemented by a politically neutral body bureaucrats
professionals. In this way, the daily operations of government will isolate the potential impact of
political corruption character. This field therefore requires the development of certain skills to operate
effectively and responsibility . This includes, inter alia, terms of governance institutions and processes
; magnifying underlying values of public service; technical skills in areas such as developing programs
, budgeting and human resources; interpersonal and communication skills , leadership and decision
making as and the capacity to unite and integrate all this knowledge and values. The structure of public
organizations should be influenced by democratic values, most specifically from anxiety to act in the
public interest whether perform their activity in the central or local level. A statutory manager will
definitely be related to the legislature. Most importantly is that the legislature will decide which tasks
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will fulfill the relevant agency, human and financial resources that will be available yen and will
supervise the activities of the executive . Also the involvement of the courts is inevitable in the work of
administration. Public administration reform in Kosovo unless definitely things that need to happen in
that regard that the government should be accountable not only for its activities but should be evaluated
its capacity to achieve substantial public purposes, in an effort to improve the quality and productivity
them. Progress of information technology plays an integral role in the transformation, public
organizations worldwide. Also to be taken into account in public policy reforms ( mainly tax ) pertaining
to public expenditure and their role in the economic welfare of society . And while examine various
aspects of the reforms should address the questions : Are improve se rvices to the public in terms of
increasing their welfare? And a work that is carried out in accordance with a system of democratic
governance? Also notable is concern about discrimination in the performance evaluation process at
work and the process of hiring and treatment of employees in public agencies .

2 Aspects of public management
A healthy system of public management requires taking into consideration the values and demands of
society. Accountability, transparency, predictability and participat ion are important tools for a healthy
public management, but they also have a value of their internal and considered four main pillars of good
governance . Good governance refers first and foremost within the frameworks which establish and
execute public policies. Effective public governance should provide coherence between different policy
objectives and an environment in which people are treated with fairness and equalit . In modern society,
citizens expect honesty from the people in charge of carrying ou t activities in the public sector. As
regards norms and processes, they are important for the implementation of the rights of citizens and
public services for the development of customer -oriented. That corruption is misuse of authority by
public officials and private for personal gain, directly or indirectly, causes moral and legal problems
and is the main source of inefficiencies in public management. Of course, a road that leads to
strengthening public management is to reduce the level of corruption and the punishment of those
involved in corruption. Corruption in government is frequently associated with major procurement
transactions and major public works projects.
Often in countries in transition, inspectorates traditional focus on small irregular, wh ile serious cases of
corruption remain unaddressed and unpunished , a phenomenon that is happening in Kosovo. Such cases
are often the hidden part of the annual budget, as are secondary obligations , costs outside the budget
and expenditure commitments us long but not limited to the systems weak tax administration, debt
management, customs administration, are being privatisation equally resource -corruption and fraud.
Fiscal transparency and accountability and audit systems in place are essential to combat corruption in
these areas. As noted above public service management is a specific culture of the country and its
administration. For modernization of public management in countries in transition, it is important to
understand the cultural heritage of society commanded by which they flow. Command societies, the
main functions of government were planning general organization and production of goods and services.
In most of these countries, the most important document was the plan. Although many functions were
to be performed by the state budget resources that flowed directly on this plan, the role of the state
budget was less important than in market economies. There is very clear on what do deal basis for
resource allocation decisions inline various categories are as production, investment, social payments
and defense. It seems that such decisions are taken as a result of the power of the party leadership.
Resource distribution system was not supported neither to vote nor in competition between firms
decentralized state. In their place, he usually included political leaders inline negotiations for
determining the state budget, which will protect the interests of the state and political negotiating
position.
Thus, large-scale real objectives of the state budget to ensure essential for the survival of the political
leadership, to provide political information and give the impression that the national ideology is on the
right path.
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2.1 New Public Management
New Public Management is a concept born in seventy (70) years in the neoliberal premises, which aims
to modernize the management of public administration. It is based on the division of roles between the
political power takes strategic decisions and operational administration to take decisions. The basic
postulate of the new public management is that in terms of new development, classical forms of
organization of state must fundamentally revised. A centralized welfare state would not be efficient
enough
complexity facing the world. Administrative services respo nsible for operational
implementation of policies need to possess sufficient freedom in allocating resources at their disposal
and techniques needed for this budget affordable therefore requires the application of public sector
management methods that come from the private sector so to enter the market principles that are
considered more efficient than planned. Implementation of the new public management in the world
articulated around the following organizational reforms necessary for the implementation in Kosovo:










Creating market for sectors that were once considered public property .
Separation of powers between the one who decides and executes him that .
Decentralization of the state , the creation of public agencies contract with the state .
Replacement of hierarchical procedures with contractual procedures .
Public agencies to put in competition among themselves or with private agencies to award
public service central government .
Agencies responsible for the management of state and therefore their citizens , they continually
evaluated through management indicators .
Employee of the agency are no official status, they evaluated and paid according to merit rather
than seniority .
Ways of inspired human resources management from the private sector .
Users of public services to become customer service pay .

The new public management is largely inspired by state reforms carried out in the United Kingdom,
New Zealand and Sweden. However there are some fundamental differences between public sector and
private defiance: Missions of civil servants are defined in political terms and not contractual, the public
services of general interest seen despite specific interests, the responsibility of public servants to the
government and citizens is different from utility executives you expect profits but not fastened missions;
public services do not choose their clientele. Besides this organization Structure countries have very
outdated that are historically associated with specific tasks carried out for many years it was difficult to
re-run, there are places where unions are strong public functions, there is also strong resistance to change
in administration related with their bureaucratic bodies and their protection from the market.
Implementation of the new public management has also brought its negative effects to unforeseen:
public governments have lost the capacity for coordination and planning of public action; agencies
become increasingly autonomous and tend to withdraw from public power Directives; agencies since
the specialized are unable to cope with new problems, they neglect the needs of society in favor of their
internal efficiency. According to some analysts the implementation of new public management and
administration has reduced performance and in some cases it is accompanied by degradation of its
services rendered. Analysts point out that these failures appear to be associated with the idea that the
market mechanism always bring optimal choice but it is not always efficient solution. Agencies often
focus on the production of statistical data without actually assessed the results of a specific action.
Despite this new public management, the European Union has created a space -based administrative
culture results although it appears different culture inside each Member State. Improving public
expenditure management in transition countries including Kosovo. Transition countries recognize the
importance of efficiency in the management of government spending and are undertaking a series of
reforms in this area. However, while many obstacles encountered in mass different from one country to
another depending on the Inheritance of the previous regime. In countries in transition, the tendency for
decisions imposed from above, without proper consultations and coordination still bring inefficiency in
policy development and implementation. The distribution of responsibilities is often not clearly defined
between the finance ministry and line ministries. Developing systems for procurement law and is not
regular. Achieving the standards set by the EU Member States in the man agement of public expenditure
is one of the most important challenges for the region , including Kosovo, which claim to join the EU .
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Distribution and efficient use of EU funds that require the undertaking of a series of reforms to public
expenditure management that have as main purpose the implementation of key elements of best practice
in drafting the budget systems and fulfillment of specific criteria to EU for the member states.These
criteria are: Institutional framework , clearly defined principles should be included in the country's
constitution , the organic budget law and other laws associated with it. The regulatory framework should
ensure a balance between the legislative and executive powers . Parliament should examine and discuss
how to budget and fiscal policies . For maximum efficiency and better macroeconomic management in
the allocation of resources , the budget should include all revenues and expenses , as sources of EU
funding should be included in the national budget. Medium-term fiscal framework next - Members of
the EU should be able to provide information on the context of the budget in the medium term, mediumterm fiscal objectives and provide for review of the stability and convergence programs. The process of
drafting the budget , should be clear and understandable in all its stages . Budgeting procedures and
operating costs should be integrated investment. It should specify the objectives of the government on
fiscal policy, macroeconomic framework, budgetary policies and major fiscal risks. Budget information
must be provided to the public in a clear and easy to consult. Implementation and monitoring of the
budget , line ministries should implement the spending limits set by parliament and to submit regular
reports to the Ministry of Finance which shall monitor and controlled the flow of expenditure during
the year through a unified system of financial accounts . Parliament and the council of ministers should
hold responsibility for reviewing periodic reports on financial performance an d policy review as a result
of changes in economic and political circumstances. Cash management should be under the control of
the Ministry of Finance through the Unified Treasury Account. Budget and accounting should have the
same classification system to make it easier for policy analysis and increase accountability. Fiscal
reports should be made in time and be inclusive and to identify deviations from the budget. Should
establish procedures for assessing the efficiency and effectiveness of programs and p olicies to
expenditures including those funded by the EU. Audit - an internal audit mechanism should be efficient,
then you meet the following criteria: be independent, to have a full audit mandates and to use the
internationally recognized standards of auditing to prevent irregularities and coverage amounts lost as
a result of irregularities and negligence. Procurement systems - one of the goals is essential for good
governance functioning market economy as the order of priority of the EU. A healthy political reduce
the cost of procurement of public spending, give results in shorter time, foster private sector
development, reduces delays, corruption and inefficiency governance. Measures for the improvement
of procurement include: a comprehensive public procurement, the establishment of a central body with
responsibility for the design and implementation of public procurement policy and national training
programs, establish effective control and review complaints regarding procedures.
Budget management of EU funds, the European Commission considers that the candidate countries for
membership in the EU should be prepared to manage the funds before memberships , so that when they
join the EU have the required budget and instruments.
2.2 Management reform process
The reform will succeed only if there will be support or supporters in government. Financial reforms
require leadership commitment to leading the finance ministry. It is crucial to reach a consensus between
the various participants in the reform, the finance ministry should cooperate closely with line ministries,
other leaders who depend on government institutions and other important participants. Advising the
legislation is very important. Dissemination of information regarding the proposed reform to members
of parliament and the public is very important for ensuring the constancy of the reform that requires a
period of 5-10 years. Therefore, in terms of requirements arising from the process of European
integration, the EU has set a number of requirements to be met Kosovo related to the acquis especially
regarding issues such as: The effective functioning of Parliament by strengthening its capacity to
monitor effectively implementing and evaluating the implementation of the legislation, by improving
administrative structures, legal and advisory ¹. Ensure respect for the separation of powers , particularly
the exercise of the executive supervision activity increased, while at the same time ensuring
transparency of Parliament through cooperation with civil society, as you claim is repeated in the
Progress Reports ². In detail , these requests related to placing and effective implementation mechanisms
for supervision of the work of the Government, eg screening through the implementation of the
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framework strategy reports, annual government reports, annual reports on budget implementation
legislation, through parliamentary questions, interpellations etc³., Improve the compatibility control
legislation with the acquis which includes adequate mechanisms to evaluate proposed legislation in the
later stages of effective supervision of this process of harmonization of legislation with the acquis ⁴.
Although recent efforts seem to have been developed to increase the level of supervision ac tivity of the
Parliament over the executive nonetheless remains dominated Assembly Government ⁵. Government
officials do not attend on a regular sessions of the Assembly, and not responded adequately to
parliamentary questions and reporting requirements ⁶. A considerable part of the recommendations and
decisions of the Assembly shall not be taken into account , which greatly limits the exercise of
supervisory functions over the executive ⁷. The Assembly also remains to be further strengthened its
capacity to supervise the executive , even as far as the monitoring and implementation of legislation in
general , but also in terms of budget expenditures ⁸. Parliament is facing a number of challenges in the
exercise of supervisory function as its limited sensitivity of assembly members the importance of
supervisory function ; resistance executive for cooperation and the provision of information in line with
the legislation in force , the number not sufficient guidance staff ; no allocation for external expertise
and research capacity to remain low ⁹ . Although progress has been made regarding their supervision
activity fulfilling that function approximation and harmonization with the acquis nevertheless remain a
number of challenges to be overcome, as a result of insufficient expertise as well as the other institutions
of the country, and the number of insufficient relevant staff . Then deficient communication between
the political and administrative level. Political interference in the recruitment and promotion of staff
¹ºremain worrisome. Yet there is no special training strategy for the assembly staff and budget allocated
for this remains unspent ¹¹ . While it is being finalized harmonization of regulations for the organization
and responsibilities of the Administrative Assembly with legislation on civil servants' , which would
provide a legal basis for recruitment and promotion based on merit. In 2011, Kosovo has started to
prepare the State Partnership Strategy ( SPSH ) which is the first since Kosovo declared independence
in February 2008 and became a member of the International Monetary Fund ( IMF ) and World Bank
Group ( WBG ) in mid 2009 . This crap spsh order to ensure harmonization of national development
priorities of the Government in the context of the country's aspirations for EU integration . The strategy
will be financed mainly by a division of funds from IDA As Kosovo is a state only in IDA . All amounts
will depend heavily on the performance of his country . IDA is expected to spsh will give funds of about
U.S. $ 76 million completed the $ 66 million grant from IDA donors through the International Finance
Corporation ( IFC ) is expected to directly finance private sector about $ 40-50 million and funds
additional advisory services, and will mobilize additional funds from other financial institutions and
will provide its own financing in the energy sector . Agency Multilateral Investment Guarantee ( AMIG
) will also consider issuing a guarantee against political risk in this sector. The politicization of public
administration and reforms in the administration remain serious obstacles to the transformation of public
administration competent administration, based on the value and merit , in a sustainable and efficient
administration that serves the needs of citizens . The fight against corruption is the government's
negative campaign is more than the fight against this phenomenon. Ethics is also a very important part
of the work of a public administrator. The implementation of ethical issues is up t o public administrators
responsible, conscious and who faithfully preserve not only the institutional integrity of their agency
but use it to fulfill its mission.Therefore the socio political and economic changes in Kosovo is a need
to reform the administration in order to increase the quality of services for citizens and businesses , and
includes completion of legal infrastructure , administrative capacity building and technological
advancement functioning administration that in some institutions have alre ady started to apply EGovernance . The reform process is aimed at creating a modern administration , functional , professional
, politically neutral , transparent , efficient and accountable to the needs of citizens , with a horizontal
and vertical effective organization of public administration institutions in accordance with their
responsibilities, where effective communication and mutual with citizens in policy development and
service delivery is considered crucial to the performance of a modern public administration in
compliance with European and international standards.

3 Public Administration and the rule of law
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Kosovo ranks rather weak in many dimensions of governance. The latest progress report of the
European Council (EC ) more widespread corruption and weakness in the rule of law inhibit private
investment and in turn, create jobs. Other sources also reinforce these findings. World Governance
Indicators for 2010 placed Kosovo under the average for Europe and Central Asia Government
effectiveness and control of corruption. The Global Integrity Index assesses Kosovo as too weak on
accountability of government, administration and civil service. Poor administration directly manifested
in weak service delivery ranging from social services to the police and courts. The government has
initiated many reforms and has adopted some laws, but implementation is slower. Public policies in the
field of rule of law in Kosovo represent one of the main challenges for Kosovo. Given the fact that
Kosovo is in the process of building democratic institutions, problems in the field of rule of law are not
small. Kosovo Police particular component of the judiciary and prosecution that are responsible for the
rule of law are weak showing so far in the sustainable functioning of the rule of law.
3.1 Training staff
Rationalizing organizational structures, modernization of procedures, processes and implementation of
a computer-generated program can be easily reversed without a stay operational staff do not understand
and supports the changes . This requires taking action in order to give support to change and change
communications to and through the middle management level , in order to achieve the cooperation and
approval of civil service managers and operational staff . Such actions include seminars and distribution
of the documents to reform . Training programs for each of the components of the reform were important
for the successful implementation of the reform , which should cover several areas such as training of
accountants to use new accounting procedures , training of high level , specialized training in areas such
as training of information technology specialists , training specialists and macroeconomics as general
teaching of foreign languages , computer programs , etc.
3.2 Gender Inequality
Gender inequality is present in the world , but even more in Kosovo , which suffers from the heritage
of patriarchal society and the difficult economic restrictions . Gender stereotypes continue to be strong
even in the labor market . The majority of employed women continue to work in occupations which
have been traditionally concentrated on how to : education, health , etc. . While traditionally men
continue to hold leadership positions and in all decision making bodies tha t regulate the labor market.
Also businesses are mainly in the hands of men. This lower activity participation for women among the
lowest in the Western Balkans , is partly associated with a disproportionate share of household
responsibilities , lack of opportunities for child care and an inadequate access to flexible working
arrangements.The unemployment rate is significantly higher for women ( 56 % ) than for men ( 41 % )
and is higher for both sexes in the region . In the end , even though Kosovo has con siderable progress
in raising voice of women in political decision-making , participation of women in government
leadership positions remains low .

4 Recommendations
Respect for the separation of powers and Surveillance effective harmonization process with the EU
legislation in order to meet the objectives for the European integration of Kosovo. Improving the
management of public finances and strengthen public investment management , consolidated
procurement,and transparency in payroll management.. Continuous commitment Interagency
coordination with governmental and local stakeholders for reform of international public administration
in general , to overcome every challenge in terms of professionalism and further modernization of public
administration .Further de-politicization during recruitment and promotion in the public service .
Capacity building of officials in all areas through training and evaluation of the performance to be made
based on merit to build institutions with high performance and integ rity , and not entirely in partisan
basis . Increase human capacity of the rule of law institutions and cooperation between these institutions
to take action against corruption, the punishment of those who are involved in the confiscation of wealth
and acquired illegally . Full implementation of control and accountability and transparency measures
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against officials all fields and at all levels of government, and it will contribute to increasing the social
and economic welfare of the country.
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Abstract:This paper discusses the correlation between transport and the economy. The
rationality of doing this research lies on the need for a clearer definition of transport t o
economic development and for the economic growth of a country or a region. The
developing economies should plan their transport based on their economic projections
and they should avoid the policies based on infrastructure develop ment and transport
resources. In order to discuss this assumption in this paper have correlation analysis is
used to observe the transport growth and GDP growth in developed and in developing
countries using the data from official bureaus and from the recent literature. Furthermo re,
the identification of the economic benefits of transport and opposite consequences of
transport is performed in order to analyze and compare the gross value of transport in
developing and developed economies. To achieve this the correlation analysis is
performed. As a result we have projected the differences of increase of GDP and transport
in different economies in mid and in long term considering two scenarios.
Key words: Economy, GDP, development, transport, impact, sustainability, developing
countries.

1 Introduction
Historically, transport planning was oriented on mobility -based approaches, which have encouraged
more travel distance and more speed. To achieve such goals planners and decision makers where
conditionally obligated to encourage the production growth of transport resources and development of
related infrastructure (Banister and Berechman, 2000). The ultimate goal of achieving more mobility
and more speed was justified with the concepts of reaching more space and saving more time (Litman,
2013). These concepts have converged with the desirable economic benefits of infrastructure projects
and transport resources production. Orthodox planning evaluates trans port system performance based
primarily on mobility, which results in more traffic for motorized vehicles, and less possibilities to walk
or to use public transport, perceiving that the latest represent the sustainable transport elements.
However, transport growth has been stimulated by the economic development and economic growth
and it was not originally generated by infrastructure development and by production of resources
(Banister and Berechman, 2000). Transport is an important sector of the overall economy, nevertheless
it is the product of the economy itself. Considering our two contradicting assumptions, we have
developed a new hypothesis about the context of this study. We consider that transport, and thereby
transport infrastructure and transport resources should be planned and developed based on economic
projections, and the policy of building more infrastructure and producing more transport resources
should be well-adjusted with the projections of economic development and economic growth of a region
or a country. The research method is sustantial empirical as it tries to test the relationship between
transport infrastructure and resources, and economic development and growth variables.
The case study of the European Union (EU) and United States of America (USA) Goods transport
performance evaluation is used to assess the relationship of transport and the economy. The findings
are further evaluated and compared with the results from the study of main developing world economies.
The conclusion is that developing economies have achieved more economic growth with less developed
infrastructure and lower production and use of transport resources compared with developed economies.
This conclusion is aimed to support our main hypothesis . This research is limited to four selected Goods
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transport modes: Road, Rail, Inland Waterways and Pipelines. The performance of selected transport
modes is measured against the amount of tones kilometers travelled (tkm).

2 Measuring The Goods Transport Performance Of Developed And
Developing Economies: The Case Study Of Eu And Usa
The evidence is that Goods transport is generated by economic activity having a tendency to respond to
the fluctuations within this activity. The changing transport demand level is affected by the trade level
between regions and countries. There is an indication transport performance increased continuously by
overstressing system capacity in many countries before 2008 (EC Energy and Transport, 2011). The
certain indications provided by practically all major transport indicator sources around the world notify
about transport trends alerting for continuously increase demand for transport, particularly for Goods
transport (EEA, 2010). The demand for transport is generated by the economic development and
economic growth of countries and regions, and thereby transport should be considered one of the major
components of the economy. We believe that this research based on assumptions made in this Section
should be a valuable knowledge for planners and decision makers in the developing countries. The
research on Goods transport performance in the EU27 and in the USA for a selected time period show
some interesting and valuable results, which are shown in the Figure1, respectively in the Figure 2.
Total Goods transport performance by four modes as displayed in the Figure 1 in the EU27 grows from
1995 to 2009 for about 35 %. Road and sea transport modes show most increased performance. The
shadowed areas in the Figure 1 and in the Figure 2 displays the time limitation of this research, i.e., In
the following sections the research is focused on analyzing the performance of transport and the
economic impact of transport in main leading world economies, including here some of developing
regions. Analysing the Figure 1 can be concluded that Goods transport performance by road in the EU27
has increased continuously. The Figure 2 shows that in the USA the transport performance measured
by transport modes differs from that in the EU27. A significant difference exists particularly in rail
Goods transport. Goods transport in the USA has increased from 1990 to 2007, while in the EU27 Goods
transport by Rail has marginal increased performance between 2006 and 2008. Further in this research
we have examined the selected transport modes for the period from 2001 to 2006. This period is selected
where transport was not affected by credit crisis period that arose in 2007 in the USA and in 2008 in the
EU. The average performance by mode, Goods transport in the EU27 and in the USA is presented in
the Table 1 and the correlation between two regions is shown. Comparing the data from the Table 1 and
from the figures 1 and 2 we have concluded that in the EU27 in average 71, 6% of Goods transport is
performed by road, and 17.1% of Goods transport are performed by rail. In the USA we see a different
picture where 32, 8 of Goods transport is carried out by road, and 43.3% by rail.
Fig. 1: Performance by mode of Goods transport system 1995-2009 in EU27(Source: Eurostat 2009,
Billion tonne-
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USA Goods transport performance

Billion tonne3,000.0

2,500.0
2,000.0
1,500.0
1,000.0

500.0
0.0
1990 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Road (1)

Rail

Fig. 2: Performance by mode of Goods transport system 1990-2007 USA (Source: EC Energy and
Transport 2010)
Viewed in the terms of sustainable development we conclude that the USA transport planning and
execution is more sustainable comparing with Goods transport planning and execution of the EU27.
This assumption may be argued using the evidences showing that Road transport mode is less
sustainable than Rail transport mode, since it uses more energy, courses more accidents, and pollutes
the air, land and soil.
Another remarkable evidence is that Road transport in the EU27 increases faster compared with the
same mode in the USA for the whole presented time period. Inland waterways and pipeline transport
modes show no significant change, respectively it may be con cluded that in this case is no increase in
performance in both study areas.

Table 1: Average performance by mode, Goods transport EU27 2001-2006 and USA 20012006
EU27
2001/2006
Billion tkm
%
USA
Billion tkm
%

Road

Rail

Inland Water- ways

Pipe- lines

Total

1695.
21
71.6

405.4
1
17.1

133.73

132.48

2366.83

5.7

5.6

100

1858

2453.
490.96
861.6
26
32.8
43.3
8.6
15.3
Source: EC Energy and Transport 2011

5663.82
100

Table 2: Average annual change Goods transport in the EU27 (% per year)
EU27

Road

1995-2008
2000-2008
2007-2008

2.9
2.7
-1.9

Rail

Inland
Waterways
1.1
1.3
1.2
1.0
-2.3
-1.2
Source: EC Energy

Pipelines

Total-Excluding Sea and Air

0.6
1.45
-0.3
1.15
-2.2
-1.9
and Transport 2010
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Table 3: Average annual change Goods transport system in the USA (% per year)
USA

Road (1)

1990-1995
1995-2000
2000-2007

Rail

Inland
Pipelines
Waterways
4.0
4.4
0.7
0.6
2.9
3.3
-0.3
-0.8
1.4
2.4
-1.5
-0.5
Source: EC Energy and Transport 2010

Total
3.1
2.1
1.3

There is no mode of transport showing an increase in performance from 2000 to 2008. The conclusion
from the data presented in Tables 3 and 4 is that transport is dependent on economic development and
growth. The performance of Goods transport of main world economies including some of developing
countries
Goods transport productivity in the EU27 in the USA and in some large developing economies has been
continuously improved by inconstant optimization of transport means and infrastructure. It is evident
that Multimodal transport is positioned high in policy agendas of many countries and regions, since it
plays a vital role linking-up markets physically and removing obstacles to the delivery of transport
services. For the purpose of study simplification the year 2006 is taken as a situation where transport
performance of various developed and developing economies is measured against tones -kilometers
indicator.
Table 4: Comparison of performance of Goods transport of main world economies in 2006 (in billion
tonnes-kilometer and %)
Btkm

EU27

Road

1854

72.2%

1885.2

32%

347

Rail

440

2709.6

46%

Oil
pipeline
Inland
waterway
Total
4
modes

135

17.14
%
5.26%

848.7

138

5.38%

486

2567

USA

Japan

China
975

23

94
%
6%

14%

.

.

166

8%

.

.

1291

2195

Russia
21.07
%
47.44
%
3.59%

201

4%

1951

41%

2499

53%

27.90
%
100%

58

1%

100.0
5929.5
100
370
100 4627
4709
%
%
%
Source: EC Energy and Transport 2010, Eurostat 2009, U.S. DOT 2010

100
%

Russia`s total Goods transport performance is higher compared with the EU-27 where the oil pipeline
(53%) and rail (41%) has greatly influenced the total goods transport performance. Table 2.8 reflects
the economic growth trends respectively the forthcomin g recession in the USA and EU27, while in the
countries like China and Russia shows the increase in goods transport performance.
EU27 goods transport performance in 2009 has reached the altitude of 2413.51 billion tkm in a total of
four modes, while in 2006 it was 2567 billion tkm. This means there is a decrease in transport
performance for about
The difference showed an increase of total goods transport performance by about 1% in 2008 compared
with Goods transport performance in 2006 in the EU27. In the USA the same calculation for the years
2006 and 2008 shows that the performance of total goods transport has declined in 2008 by about 66.5
billion tkm or by about 1.1%.
The Table 7 displays the remarkable results from the correlation analysis of Good s transport
performance in main developed and developing economies. There is strong evidence of decrease of
Goods transport performance in all developed economies from 2006 to 2008 and 2010. Such a decline
if Goods transport performance has occurred certainly due to economic recession.
This finding validates our assumptions made in the Section 2 of this research work. Thereby the
conclusion is that transport is a part of the economy itself, and it should it be planned corresponding to
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the economic projections of a country or a region. The performance of passenger transport is similar to
the Goods transport performance of studying economies.
Table 5: Comparison of performance of Goods transport of main world economies in 2008, 2009, and
20010 (in billion tonnes-kilometer and %)
Billion tkm

EU27

USA

Japan

China

Russia

2009

2008

2010

2009

2010

Road

1755.61

73%

922.9

19%

334.7

94%

3718.9

58%

199

4%

Rail

389.9

16%

2525.4

52%

20.4

6%

2523.9

39%

2011

43%

Oil pipeline

120.6

5%

919.6

19%

202.2

3%

2382

51%

Inland
waterway
Total,
4
modes

147.4

6%

456.4

9%

1
803.3
6445

54

1%

2413.51

4824.3

355.1

4646

Source: EC Energy and Transport 2012
Table 6: The difference in Goods transport performance of main world economies compared years
2006 and 2018, 2009, respectively 2010
Billion tkm

EU27

Total 4 modes in 2006
Total 4 modes in 2009/2010
Difference from 2006 to 2010

2567
2413.5
-153.5
Source: EC Energy

USA

Japan

China

Russia

5929.5
370
4824.3
355.1
-1105.2
-14.9
and Transport 2010

4627
6445
1818

4709
4646
-63

3 The Economic Impact Of Transport
Transport magnitude is influenced from economic growth and development, while the physical
characteristics of transport system influence the location and dynamics of economic activities. To
support this assumption the arguments have been built for performing analysis of the economic growth
developed and developing economies. To determine the imp act of transport on the economy the Gross
Domestic Product (GDP) indicator has been evaluated. Consecutively, the transport contribution to real
GDP of main economies and employment in the transport sector has been indicated. Because of lack of
data relating to employment shares of transport in the case of China and Russia the study with reference
to these countries has been limited to real GDP.
The transport industry in the Europe contributes for around 7% of GDP and for around 5% of
employment in the EU (EC, 2006). In 2006 total annual employment in the USA was about 143.4
million people, whereas transport sector contributed for 9.12 million (U.S. DOT 2010). In Japan in 2006
were 63.82 million people employed, and in transport sector were 3.06 million p eople employed
contributing by about 5% of the total employment in Japan (Ministry of Internal Affairs and
Communication 2011).
Table 7: Transport impact on GDP growth of developed and developing economies
Expressed
in (% ) in

Real
GDP
growth

Δ 10/06

Projected
GDP growth

Transport
contribution to
Real GDP in %

Employment
In transport sector
In %
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2006

2010

2011

2012

2006

2006

EU-27

3.2

1.8

-1.6

1.7

1.4

7

4.5

USA

2.7

3.0

-0.3

1.5

1.8

9.8

6.6

Japan

2.0

4.0

-2.0

0.5

2.3

U

5

China

12.6

10.3

-2.3

9.5

9.0

U

U

Russia

8.2

6.9

-1.3

8.9

6.3

U

U

Source: IMF 2011, EC Energy and Transport 2011, U.S.DOT 2011, EC 2006
Data displayed in the table 8 provides with basic perception about the spreading of transport
contributions to the economy in terms of GDP, and employment proportion. Total transport GDP related
in final demand (this concept includes the expenditures by en d users of goods and services for transport
purposes). It includes the transport component of the four components of GDP: personal consumption
expenditures, government expenditures and investment, business investment, and net exports.
In essence, transport final demand measures the size of transport function in relation to GDP. Transport
capital projects can be justified only if they generate sufficient transport benefits. Otherwise attempts
for rationalization of their implementation based on supp osed and unproven economic development
benefits are fundamentally mistaken and may create environments for the implementation of poorer
transport projects (Banister and Berechman, 2000). For transport investments two main decision criteria
should be clearly defined:
Primary decision criteria for transport investments should be based on the social rate of return from their
primary transport benefits; Economic development effects are secondary decision criteria that cannot
replace transport output evaluation (primary transport benefits). From this supposition it can be argued
that additional transport capacity, i.e. Infrastructure and resources is not reasonable when current
capacity is not used. This undertaking would intensively represent poor economics. It is assumed that
transport investments are carried out incrementally through the implementation of individual projects.
Therefore the relationship between the project’s primary accessibility benefits and economic
development should be discovered at project level. This situation would require a microeconomic
analysis. It is not in the scope of this research to examine the complexity of causal reality related to
transport economics, however the presented statistics correspondingly support the assumption relate d
to the relationship between transport and the economy at the level initiated by this research.

4 Conclusions And Recommendations
The first valuable conclusion of this research is that transport system has changed continually by its
performance. The change was not always positive considering the increase of Road transport mode
performance measured in tone-kilometers. The Road transport is considered to have significant negative
impact on the environment and on the society. Despite of such argument, this mode of transport has
continually increased over time and space and is considered to be a major economic contributor
providing mobility.
The correlation analysis of performance of Goods transport between EU27 and the USA show the main
differences in Rail and Road share. Taking into account the sustainability criteria, USA have more
sustainable transport indications compared with EU27, since it favors the transport of Goods by Rail.
More intensive research, sufficient and flexible policy practices, and smarter investment practices are
required to achieve enhanced balance between current transport modes.
Transport project investments are dependent on certain necessary market conditions. In the case of
countries like WBCs and Kosovo it would be important to identify and to validate the presence of such
market conditions. In the absence of market conditions transport investments possibly will generate
improved accessibility and provisional mobility. However, if market conditions exist and policy
measures are suitable and robust, transport project investments can possibly promote local and regional
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development and potentially will contribute to the improvement of the environment. A set of
suggestions that may lead to adequate transport project investments is p resented as follows:
1. The projects should be associated with policy, and plans and programs.
2. The transport projects should be carried out as a part of the overall network, not as single projects.
3. The decision making processes need to be aligned at all planning levels.
4. Transport planning should be deliberated as a division of land use, community development and
urban development, and it should not be focused only on infrastructure constructions.
5. Demand management should play a significant role on determining how transport investments
should be distributed.
6. The transport investment projects should not miscalculate environmental and social impacts of
transport projects, and they should be focused on the impacts which produce effects across the
whole network, not only on projects locations.
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Abstract: One of the most important process of democratization, which Albania is faced
after years 90,Is the decentralization of Local Governance. Albanian’s local Government
Structure is based on European cart of local Government Autonomy and Albanian
Legislation. Despite some recent amendments to legislation, it is inadequate for the new
social and economic developments.Although some improvements have been evident, the
migration from rural areas, social And economic issues, high index level of corruption,
lack of expertise leads to inefficiency In the procurement of public services. As
consequences re-organization of Local Government is a necessity. This paper discusses
the services provided by and functions of local councils, the arguments for Merging small
units and the needs for much broader structural changes to local government.
Keywords: Local Government, Albania ,Law Reform , Merging , Small Administrative
Units

1 Introduction
One of the most important principle of the European Card of local Government Autonomy, is that of
subsidiary that understands the highest security of the public service, being in that service level as close
to the habitant and is appreciated as one of the basic issue of all the reform in an European level in the
field of the Local Governance . Following this logic, today the local governance mostly in the mountains
areas is not efficient in offering the service in relevant communities, as a consequence it leaves an open
debate to revise the territorial division of the Albanian Republic. The improvement of administrative
territorial division is a mechanism that increases the financial resources , the ability of programming
skills and the economic and social development of the community at national level, lowers the level of
corruption and increases the personnel professional abilities, that’s why it is seen as the only solution.
1.1 Literature Review
The debate over the size of the local unit is not new. Olson(1966) discussed the principles of fiscal
quality between stakeholders , beneficiaries and tax payers in the division of responsibilities between
different levels of government. By following this link Oates(1972) and Kings(1984), in their theories
of fiscal federalism attention was devoted to promoting " optimal size" of local services.
But it does not help the territorial organization for at least three reasons : first , the theory was proposed
for only a public service ; second, the theory took in consideration only the economic arguments,
creating a flat map ; third , the union or merging is a politic and democratic process and not simply an
economic and technocratic argument .
The practice showed new ways that were followed by researchers like Swianiewicz,2002;Dolleryand
Roboti (2008). The debate divided Europe in two territorial blocs being at the same time two political
options. (daflon,2003;276-77).
The period between ( 1952 -1972) brought the use of road joining / the obligatory merge of central
government, so it became a franchise of the Northern European countries , with a drastic reduction in
the number of small local government units , and time showed that it was fruitful without various social
or local problems .
The use of compulsory union road or radical from upside down indicated the contrary in the Latin world,
it was not successful followed by various social problems , because countries do not have the same
social and economic conditions .
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The period that followed was accompanied by legislation changes that allowed voluntary mergers ,
including countries like France and Germany .
A very large number of small local units is areal preoccupation for many European countries ,
(MARCOU, 2000; Swianiewicz, 2002) , because these fragments has created inefficiency in the
production of public services . The practice showed that some changes were necessary, mainly related
to facts not opposing the merger, but the forced merger giving more vitality to the voluntary union.
In fact there is a case of a voluntary union, several European countries have pursued much more liberal
politics (France, Spain, Finland and Italy) through adoption of rules that promotes cooperation and
association among existing local governments , as well as contacting and delivery of public services.
The model of melting reform/compulsory union is likely to be more effective and practical to be
implemented and operated, on the other hand is notable to create stability in practice because the ethnic,
sociological and historical reasons are contrary to some local traditions. Liberal and volunteer model
has more advantage in respect of more customs and is more consistent with the right that the community
to decide itself with anyone being in an administrative unit, basing on the international and constitution
right of the Albanian legislation, being essentially democratic form in rapport of the other radical way,
and creates natural administrative relations , but has the disadvantage of being more complex and
centrally monitored.
One option could be the approach of financial fiscal incentives and the technical support from the central
government, which will encourage the merger of small communities to where it was possible , (Lativi
case) this could be done through voluntary socialization of municipalities (law no. 5682/2000)
approaching common services , or through a definitive merger of jurisdictions through referendum of
units that want to be involved in the process, clarifying the benefits that would have .
Today the local government in Albania is organized in two levels ; 1st level - municipalities(68) village
municipalities(308), 2nd level - circuits(12), under the Constitution, "European Card of Local
Autonomy" and the Law on the function and organization of local Government No.5682, 2000.
The State of Albania

Municipalities
(68)

Regions
(12)

Communes
(308)

Prefectures
12

Fig. 1: Albania :Administrative Structure

2 Factors for and against the strategy for local government reform
1. The political situation after the central elections held on June 23, 2013 , because the majority consist
on 3/5 of the parliament and has the opportunity to make a reform of the local government, as for
an obligatory merger of small units local government, but also for following encouragement politics
for a voluntary union.
2. Law factor, law no. 8652 dated on July 31, 2000, Article 64,65,66,67,68, which are still in force and
have all the possible space for a voluntary union of the units which would like to merge / join in
larger unit, citing the legal way that should be followed. But until now due to the lack of political
forces initiative and local units themselves and that of community interest groups , there is no similar
step followed . So there was a legal space for a voluntary union and it was not effective.
3. Economic: the economic situation is not good to support encourage politics for voluntary mergers
for a substantial reform of a mandatory, to be supported later without different social problems. But
compulsory union is no cost and the benefits are spontaneously expected because of increased
financial strength, taking into account the calculation of the grant, which is increased according to
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the number of population and the surface of the merge units. For the increase of the financial power
we can mention the concept "noyaux forts" with the goal of maximizing the benefits from the
merger. Basic formula
𝑛

IGn = 𝐶𝐻𝐹 ∑ Hk x (1/IFCk) x m
𝑘=0

Where: IG grant incentives, CHF grant amount per person , H total nu mber of residents, I the index of
merging local government units, n the number of local units, IFC indicator of financial capacity, m
catalytic factor which increases with the growth of n which attempts to influence the size of the local
units. If we take a model where the elements were all constant we see that only the element (n) in the
formula has a significant role in increasing the power according to the value in 2,3,4 times , because the
number of population and area are increased in the same level , according to that is calculated even the
grants.
1. Cultural factors, in general the reform is necessary in the mountainous areas in which it is still strong
provincial thoughts, social relates, tradition and custom, which in itself would be an obstacle to the
reform , but more accepted a merger voluntary units who would like to be joined, stimulating and
encouraging them from the center with necessary grants to understand the potential benefits of the
services. One factor to be considered is ethnic composition for example in areas like Dropulli, for
such areas it would fit voluntary reform way . But in areas that have had a common history and
practice at different times, as localities in 1956, it would be easier to achieve voluntary reform.
2. Geographical position: mountainous land occupies a considerable area in the territory of the
Albanian Republic, which does not favor reform because natural barriers will hinder the work of
reformed local units, and due to underdeveloped infrastructure in these areas, b ecause the growth of
the surface and underdeveloped infrastructure is an obstacle to quality services. For the above
reasons it would be better to be in those areas that have such conditions and not to reduce service
quality, because it will create social problems and perhaps even rebellion.
3. Current social state: the problems in rural areas today that are: lack of infrastructure, lack of quality
services in health and education, has increased the sensitivity and concern of the public opinion for
a reform of local government in areas with such problems.
4. The state of local government: the performance of the local government management leaves to be
desired because of the reasons of financial impossibility for many services, and management of the
available funds which in 70% is used to keep the administration. The most of municipal staff is not
on the proper education making them unable to solve the various problems of the community.
Corruption is present anywhere, because the autonomy of using the funds is understood wrong and
the role of the advices is inefficient.
Table 1 : Analizes SWOT
Internal factors

External factors

Opportunities (O)
 Majority has 3/5.
 Opinion
pro
reform
 The law no. 8652
 Demographic
movement
of
population

Strenth (S)
 Earned experience
 Perfitimet e pritshme
 The technique “Egovernment”

Weakness (W)
 Financial strength
weak
 Non-qualitative
services
 Unqualified staff
 Corruption

Strategy SO

Strategy WO



Using the unit way
/obligatory merge to
reform
the local
units



Using the unit way
/volunteer merge
to reform the local
units
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Threats (T)
 Historical
and
cultural heritage in
areas
 Mountainous terrain
areas
to be reformed
 Economical
opportunity to lay
on
 Lack
on
infrastructure

Strategy ST


The
use
of
stimulation
and
socialization
between local units
themselves

Strategy WT


Undertake
an
assessment in the
specific areas that
may
have
the
opportunity to join

3 Conclusions
Strategy (So) that belongs to the merge way / compulsory union is acceptable for the conditions in
which our country is today, and of which appear in Table 1.1, it is the most acceptable strategy.
With regard to the second strategy (Wo) , that in a way was acceptable in the content of the law 8652
for the organization and function of local government, but we have no practical case regarding the
voluntary union that was the content of this law, therefore it can n ot find use but only time , which
can stretch time but be not effective.
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Abstract: This paper is about ethical relationship between stakeholders and stockholders
and their moral rights on the corporation. In a first part of this assignment author had
provided a short description regarding costumer’s rights and he had discussed different
situations where customers and corporates are interacting. In this assignment author is
suggesting that the exchange between the two must be voluntary and that consumers and
customers have right to be properly informed for purchased products. Another discussed
topic is advertisement that is closely linked with moral values and b eliefs of shareholders.
Regarding the ethics of owners and managers, author is raising the problem of misused
power by some managers, while in the last part of the assignment author had discussed
about employees’ rights, duties and employee equity.
Keywords: Advertising, Customer, Consumers, Companies

1 Customer and Consumers
Costumers and consumers are affected, and influenced by information that they are receiving from
sellers, corporations and from advertising. While customers are purchasing go ods and services,
consumers are using those goods and services. In these situation two interests exists, the interest of seller
and interest of costumer. During this process of trade, sellers are protecting the interests of companies /
shareholders, while law protects interests of costumers. However, there is an ethical issue, regarding
the rights of consumers. Narveson, (1988) regarding the rights of buyers states that “On the view
advanced here, this is a basic topic, for the buyer and seller both, we s ay, have a fundamental right to
liberty. The exchange between the two must be voluntary” (p.48). From the perspective of seller in most
cases the exchange process is voluntary, however from the buyer perspective there are many cases
where compulsion is imposed. For example during the purchase of vehicle insurance buyers have
opportunity so chose insurance company, but they are “legally forced” to purchase vehicle insurance.
Sometimes compulsion is used by using fear and beliefs of consumers, for example, ma ny companies
are organizing “holly trips” to specific countries and regions. Costumers and consumer should be
informed properly regarding the products and services that they are purchasing and using and they
should not be misinformed.
Product description or description of goods is an important requirement, regarding this issue Narveson,
(1988) states that” The requirement that whatever we do say not be false isn't quite the whole story, or
at least is likely to be misinterpreted” (p.49).
During the process of purchase buyers need to be informed about criteria’s and standards of goods that
they are purchasing. This means that they should receive proper information regarding quality and
expected lifetime of the purchased product. Customers and consumers are expecting that purchased
products will perform according to the purchased price or they should have normal performance.
However, the question remains “How much information does the seller have to supply to the buyer”
(Narveson, 1988, p.50). Provided information can be regarding safety and risk that are related with a
purchased product. Many companies are informing customers regarding risks that may occur while
using the purchased products, however some companies are overreacting with provided information.
Sometimes companies are assuming that common knowledge in enough, but because of risk that
consumers can sue them in a court they are adding labels that sometimes can irritate some consumers,

38

for example when a customer is purchasing kitchen knife, in a package there could be a warning that
reminds costumer that product can be sharp.
One of the issues is also the unfair pricing, companies are using their market position to overcharge
customers, and in most cases, this happens because of monopolistic positio n of companies. For example
in Kosovo (country where author is living) the electricity is more expensive during the winter, and if
customer is spending more than 1000 kW per month he will be charched with 50% higher price.

2 Advertising
Corporates are communication with costumers through advertisement, however this is one -way
communication and customers are receiving selected information regarding products and services that
are offered by those corporations. Regarding the advertisement Narveson, (1988), discusses that the
advertising can be categorized as immoral activity and he is providing four advertising properties: false,
misleading, irrelevant and bad taste advertising. In general, advertisement is linked with ethics and
moral norms of owners and managers.
Ethics for Owners and Managers and the Corporation
Owners, managers and works are interested parties in every company, and they share the same goals
and their future is depending from the success of the company. All of them are giving efforts to p roduce
and to create a profit that is shared between them. However, the owners and managers are earning
more than workers since they have larger responsibilities. Success of companies depends on the
performance of managers and they are aware of this fact. Managers have lot of power and in many cases
managers are misusing this power in order to create personal profit and in a same time they are “violating
the trust the company and its employees put in them, and in general to work various kinds of evil”
(Narveson, 1988, p.71). For example based on author personal experience, there are cases when a
manager is blocking their staff to be promoted in other departments, because they are depending on
their staff. In this way managers are protecting their own interest and they are abusing their power.
Managers can also be blocked by internal corporate rules and regulations; and according to Narveson,
(1988), “sometimes this is happening because personal goals of managers conflict with the company
requirements and when ethical principles conflict with them” (p.74).
Manager’s responsibility is to create profit for owners, and they are doing this by following the rules
and applicable laws. Owners or shareholders have a crucial role on behavior of company. Goodpaster
(n.d) states that” Stakeholder thinking, in other words, is a way of “operationalizing” corporate
conscience from the perspective of the organization within its specific circumstances. In this respect,
stakeholder thinking is the corporate analogue to subjective thinking on the part of individual
conscience” (p.9) while Frederick, (1994) states that” the fundamental idea embedded in corporate
social responsibility is that business operations have an obligation to work for social betterment. This
obligation is incurred and acts as a constant function throughout all phases -mainstream and peripheralof the company’s operations”. (p.151) . Since the corporates are operating within communities, they
should also have community social responsibility, Caroll, (1991), is defining those responsibilities in a
pyramid of ethic responsibilities that is shown in Figure 1.
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Fig 1, Pyramid of ethic responsibilities, adopted from Caroll, (1991), (p.42)
As an ethical components or responsibilities Caroll, (1991) states that “corporates should perform in a
manner consistent with expectations of societal mores and ethical norms and it is important to recognize
that corporate integrity and ethical behavior go beyond mere compliance with laws and regulations”
(p.41). Another researcher, Goodpaster, defines three level of moral awarness for corpoations,
individual, organizational and societal level.
Corporates should not be isolated from the community, in order to fulfill social responsibility corporated
need to spend their own resources , theu will have benefits. Reasons why the coroprates are
implementing social responsibility according Davis (1973) are: Long run self interest, public image,
viability of business, avodiance of gouvernment regulation, stockholder interest, sense of backh anded,
avalibility of resources, avoiding potential problems,

3 Employee Rights and Duties and Employee Equity
Because of better education system, globalization and competition, most of employees nowadays poses
lot of skills like interpersonal, communication and self-management skills. Those skills are the
resources that one employee possess and in this way employees can create their own competitive
advantage. Depending from the industry and from the country individuals can earn different wages.
Companies do not literally own their employees, but many companies consider their staff as a part on
inventory. This is happening in third world countries because unemployment rate is high and employees
do to not have any alternative. In other cases, employees are blocking themselves because of their career
anchors. Employees have right on good working conditions, however some kind jobs do not provide
good working conditions but they are offering insurance in a case of accident. In some cases the offered
(pre agreed) compensation may be low, for example in authors case, if he is dying in his working place,
the company will pay 263 € to his family. However different situation in in USA, Canada and in Western
European countries, since employees’ rights are regulated by the law.
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Kennedy, (2006) states that” When the Church claims an expertise in humanity, it means that it has a
set of principles to offer to the human community according to which practical arrangements of all sorts
may be evaluated for their potential benefit or harm to human persons. The first of these principles is
that each and every member of the human species is a person possessed of an irreducible dignity, or
value”.(p.8). Companies that are recruiting them should take people’s dignity and valu e in
consideration. Evan that by law in many countries everybody should have the equal rights during the
process of employment, this is not happening. There are still racial, political and religion differences
that may prevent some people to be hired and p romoted. For example, it is almost impossible for one
person who declares publicly his homosexual orientation to get a government job in Rusia, or in author’s
country (republic of Kosovo) it is impossible to be employed in the government or to get promoted in
some publicly owned company if that person is not member of specific political party.

4 Conclusion
Customers, consumers, owners and employees have an ethical relationship between them. However, the
ethic that is implemented by them is related to personal values and beliefs. Companies have their code
of conduct, where they had defined those relationships . Customers and consumers should be properly
informed regarding the purchased products and they should not be misinformed. The communication
between customers and companies is conducted also by advertisement. When companies are, adverting
their products and services, they are sending selected information and ethic should be used also here.
Advertisement should not be used to mislead or to misinform customers.
Stakeholders and stockholders have moral rights on the corporation, but those rights are not the same.
While stockholders have moral rights and obligations to the comunity, stakeholders have rights and
obligations to corporate. Stockholders have community social responsibility and many corporates are
investing their own resources and knowledge in order to fulfill this responsibility.
Corporates are regulating their relationship with employees by signing them contracts that are according
to the law, but corporates have also moral obligation to their staff. Companies need to create proper
working conditions and they are also responsible for employees’ pension funds. Corporates should not
discriminate their staff and they should pay equal salaries regardless employees race, gender, political
or religion beliefs.
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Abstract: This study aims to research the effect of family-friendly policies on work-life
balance, work alienation, and life s atisfaction. In the literature studies suggest that,
family-friendly policies are evaluated within the scope of human resource management
practices; they are associated with positive individual and organizational outcomes.
Accordingly, this study deals with work-life balance, work alienation and life satisfaction
variables which are expected to be affected by family -friendly policies. In order to
examine the effect of family-friendly policies on these variables, 208 people employed in
three different marble companies in Turkey are included in the research. Based on the
findings, there are significant correlations between family-friendly policies and work-life
balance, work alienation, and life satisfaction. Also, family-friendly policies affect worklife balance and life satisfaction negatively, whereas these policies affect work alienation
positively.
Keywords: Family-friendly policies, work-life balance, work alienation, life satisfaction

1 Introduction
In recent years changing societal demographics, technological developments, increasing globalization,
and international business competitiveness have contributed to a blurring of boundaries between job
and family domains. These changes and concomitant shifts in job demands have bring out profound
changes in family structures. There has been an increase in the number of dual-career couples, single
parent families, and workers with eldercare responsibility. However, dual-earner family has
increasingly substituted for the more traditional single-earner family and women’s role are increasing
in the labor force. With these shifts, a demand for a better balance between work and home life has
greatly increased in the workplace (Brough, O’Driscoll and Kalliath, 2005: 223; Breaugh and Frye,
2008: 345). In response to these changes, many organizations have implemented p rograms or policies
designed to help accommodate the needs of today’s diverse wo rkforce. These policies are commonly
referred to as “family-friendly policies” and include some benefits for employees (Allen, 2001: 414).
Family-friendly policies are generally considered as working arrangements which make it easier for
individuals to manage their work and family lives (Haslett, Smith and Curry, 2008: 22). Family-friendly
policies are broadly defined as a group of complementary beneﬁts and programs designed to support
employees who are faced with balancing the conflicting demands of work life, family and personal time
in today’s complex environment (Lee and Hong, 2011: 870). These policies encompass some benefits,
such as flexible working arrangements (e.g. part-time, job share, term-time contracts, flextime,
uncompressed working week, reduced hours and homeworking), leave arrangements (e.g. maternity,
paternity, parental and bereavement or compassionate leave) and workplace facilities (e.g. crèches,
nurseries, subsidized childcare and counselling/stress management provision etc. (Callan, 2007: 64;
Baxter and Chesters, 2011: 141). Family-friendly policies have been a focus of increased organizational
research for the last two decades both researchers and practitioners. Family-friendly policies have gain
an importance in organizations because these programs portray what an organization stands for in terms
of helping employees achieve a viable balance between work and life. There are several reasons why
family-friendly programs are particularly important in contemporary organizations . Due to its
importance, previous researches has drawn attention the role of these policies. Family-friendly policies
as mechanisms to reduce employee absenteeism, stress, turnover, work alienation, conversely
enhancing quality of work life, employee commitment, job satisfaction, and productivity (Allen, 2001:
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415; Poelmans, Chinchilla and Cardona, 2003: 129; Wang and Walumbwa, 2007: 397; Chou and
Cheung, 2013: 4). Moreover, family-friendly culture improves wellbeing and morale’s of employees
and provides an integration family and work life in today’s environment. In other words, family-friendly
culture effect employee’s work-life balance. Accordingly, it spreads of satisfaction and stimulation at
work and satisfaction at home thus it facilities generally life satisfaction in time (Carlson, Kacmar and
Williams, 2000: 245; Haslett, Smith and Curry, 2008: 25). In this context, it is possible to express that
work-life balance, work alienation and life satisfaction consequences of family -friendly policies. In
literature, there are some researches that show the consequences of family-friendly policies. For
instance, most studies focus on the relationship of family-friendly policies with some of the variables
such as job satisfaction, organizational commitment, turnover intention, absenteeism, work life balance,
work life conflicts and general satisfaction etc. However, there are not any research existing literature
investigating the impact of family-friendly policies on work life balance, work alienation and life
satisfaction together. Due to limited studies on the effects of these family-friendly policies on these
variables, this study attempts to add contribution to the literature. In this context, the purpose of this
study is to investigate the family-friendly policies on work life balance, work alienation and life
satisfaction of employees.

2 Literature Review
Family-friendly policies have emerged as a new and important issue in human resource management
due to dramatic workforce change, economic and technological developments and competitive
environment which in many cases leads to escalating demands on individ ual time and energy. In
consequence of these societal and business -related changes, substantial increases have place in levels
of conﬂict or interference between the demands of work and family responsibilities (Brough, O’Driscoll
and Kalliath, 2005: 224; Moon and Roh, 2010: 117). Therefore, prevention of work-family conﬂict is
becoming an increasingly pressing problem for modern organizations in 21th century. For that reason,
organizations have started to adopt family-friendly workplace policies make it pos sible for decrease
employee’s work-family conﬂict, provide more easily balance family and work, and to fulfill both their
family and work obligations. By this way, family-friendly policies become an important issue in
organizations, because it leads to create a committed workforce and facilitate retention of valuable
professionals, employees and managers. (Poelmans, Chinchilla and Cardona, 2003: 129; Ciric, 2013:
11). In this context, family-friendly policies represent the antecedents of work-life balance, work
alienation and life satisfaction. Because employees shape their views, work roles, attitudes and
behaviors according to these policies.
Generally work-life balance defined as the extent to which individuals are equally engaged in and
equally satisfied with their work and family roles. Work-life balance is a global assessment that work
resources meet family demands, and family resources meet work demands thus it is expected that
positive and negative consequences both employees and organizations. In literature, work life balance
have been associated with employee commitment, job satisfaction, organizational citizenship, greater
turnover intention and greater sickness absence. However work life balance leads to employees less
effectively at work thus it leads to work alienation (Grzywacz and Carlson, 2007: 456-457; Tummers
and Dulk, 2012: 3). Work alienation represents a generalized, indifferent outlook toward work that
indicates an absence of enthusiasm, engagement and involvement. Work alienation aspec t of the
tendency to involve oneself in whatever one is doing or encounters in turn, is associated with such as
optimism, self-esteem, depression, dissatisfaction with life (Hirschfield, Feild and Bedeian, 2000:
1880). Life satisfaction incorporates all the aspects of one’s life in which he or she involved as in for
their daily routine activities. When there is no conflict between both the work and non -work domain,
employees satisfied with their life (Nawab and Iqbal, 2013: 104). Concordantly, it can be said that life
satisfaction, work alienation and work life balance of employees expected an affect from some
organizational variables such as workplace conditions, organizational culture, policies, procedures and
etc. Family-friendly policies as seen as one of the important variable that is possible to affect them.
Therefore, in this study, primarily it will be explained concepts of family -friendly policies, work life
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balance, work alienation and life satisfaction. Subsequently, it will be discussed the relationships
between these concepts.
2.1 Family-Friendly Policies
Family-friendly policies refer to organizational programs that help organizational members evenly carry
out responsibilities and missions in both work and family life (Moon and Roh, 2010: 117). Family friendly policies are defined as an institutionalized s tructural and procedural arrangements, as well as
formal and informal practices aimed to design, create and maintain family -friendly work environments
that allow individuals to balance their work and family duties (Zahavy and Somec, 2008: 273). From a
broad perspective, family-friendly policies as arrangements designed to support employees faced with
balancing the competing demands of work and family life, as well as work and other caring or
community roles for all employees (Daves, 2004: 12). Although, these policies are generally designed
to help accommodate the needs of today’s diverse workforce, reflect different meaning for organization
and employees. For the organization, family-friendly policies seen as a tool for maintaining competitive
advantage, raising morale, and attracting and retaining a dedicated workforce within today’s turbulent
work environment. For the employees, these policies means as a facilitator to alleviate the difﬁculty
inherent in coordinating and managing multiple life roles so emp loyees see family friendly policies as
resources that can be used in solving problems and resolving challenging situations, so as to balance the
pressures from work and family (Allen, 2001: 414-415; Amah, 2010: 36). In this regard, it is
understandable that family-friendly policies provide creating positive work environment which can be
affect positively employees’ attitudes and behaviors to their work roles and organizations. In
conjunction with, it is possible to express that family-friendly policies exerting a direct positive
influence on an organizational outputs.
Prior literature suggests that family-friendly policies are associated with numerous positive outcomes.
Many researchers have examined the relationships between family friendly policies and sev eral
important positive work-related attitudes and behaviors such as organizational commitment, motivation,
job satisfaction, life satisfaction, work-life balance, productivity and reduced work-family conflict,
absenteeism, turnover intention, withdrawal behavior, stress etc. (Poelmans, Chinchilla and Cardona,
2003: 129; Wang and Walumbwa, 2007: 398; Ahmad and Omar, 2008: 16; Wang, Lawler and Shi,
2011: 494; Lee and Hong, 2011: 871; Kim and Wiggins, 2011: 729; Vuksan, Williams and Crooks,
2012: 5; Chou and Cheung, 2013: 3875). Based on these positive outputs, scholars have asserted that
organizations need to focus on what contributes to a supportive culture and how to create a family
friendly environment for their employees (Wang and Walumbwa, 2007: 398). Because family-friendly
policies play a crucial role inducing employees discretionary effort in performing their work, helping
them to be more productive, facilitate qualified employees attract and retained thus it effects to improve
organizations’ competitiveness (Bagilhole, 2006: 327). Accordingly, organizations attach great
importance designing family-friendly policies which include several different types and procedures. For
instance, some organizations focus on policies such as leave for maternity and pa ternity, sickness,
emergencies and compassionate reasons, career breaks, extended leave, flexi-time, part-time work, jobsharing, compressed work week, teleworking etc. whereas others are emphasis that child -care and eldercare supports, work-family stress management, health promotions in addition to all these. These
differences depends on several factors such as the size of the organization, the percentage of female
employees, the proportions of low-skilled and high-skilled employees, the number of employees aged
under 45, the sector and the tightness of the labor market (Remery, Doorne -Huiskes and Schippers,
2003: 466; Ahmad and Omar, 2008:16).
Family-friendly policies have been classified based on different views in the literature. At times,
Poelmans et al., (2003) and Mulvaney (2011) researches family-friendly policies have been
conceptualized into four distinct categories like dependent care supports (i.e., childcare, eldercare,
school and holiday programs), flexible work arrangements (i.e., job sharing , flextime, compressed
workweek, telecommuting, etc.), leaves and time off (i.e., family and medical leave, personal leave of
absence, sabbatical) and work-family stress management (i.e., employee assistance programs, health
promotion, work-family resource center, support groups, courses on life balancing, etc. Schwartz
(1994), Remery et al, (2003) and Haslet et al., (2008) researches these policies categorized narrower
which include three separate domains such as flexible work arrangements, leave arrangeme nts and
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dependent care benefits. Consequently, in this study these policies will be examined in accordance
classification of three dimension. With reference to this classification, there are three speciﬁc types of
family-friendly policies. (Schwartz, 1994: 9-10; Poelmans, Chinchilla and Cardona, 2003: 133; Haslett,
Smith and Curry, 2008: 22-24; Mulvaney, 2011: 60-61; Lee and Hong, 2011: 873):
 Flexible work arrangements; these are policies designed to give workers greater flexibility in
scheduling hours, while not decreasing average hours per week. These are include flextime,
telecommuting, compressed work weeks, part-time work, extended lunch breaks and job
sharing. Flexible work schedules require employees to be on the job during core time, but allow
for variations in start and stop times so these policies aim to help employees balance their work
and family responsibilities
 Leave arrangements; these policies provide employees with time off to care for dependents.
These are include leave for vacation, illness, parental leave, leave to care for an ill child or
family member, to leave for pregnancy and maternity leave, emergency leave, long -term care
leave and long-term career interruption etc. Leave arrangements provide employees
satisfaction with their work and family life.
 Dependent care benefits; these policies are designed to provide social support to employees in
the workplace. These include child care resource and referral, elder care resource and referral,
on-site or near-site child care, vouchers for child care, child care centers, long-term care
insurance, and health promotion, provide non-repayable aids. Dependent care benefits are
closely linked to an organization’s work-family culture and these policies facilitate balance
between work and family responsibilities.
2.2 Work Alienation
Work alienation refers that employees may not be able to fulfill their social needs and they have a form
of gap between perceptions of an objective work situation and their certain interests such as values,
ideals, and desires. Work alienation cognitively separates an employee from work and the workplace
and manifests itself in the form of decreased job involvement and a lack of organizational identification
(Sulu, Ceylan and Kaynak, 2010: 29). This concept represents a generalized, unenthusiastic outlook
toward the world of work that indicates a low level of engagement in the work role and portrays a low
level of positive affect toward to their work (Hirschfeld and Field, 2000: 790). However, work alienation
view as a ‘‘situational emergent’’ rather than a trait or personality feature and emerge due to the working
conditions. Conditions in the workplace can contribute to decrease alienation. For example, working
conditions such as job characteristics, organizational culture, structure, organizational justice , trust,
policies, procedures, management styles are important and probable contributors to the observed level
of alienation (Banai, Reisel and Probst, 2004: 377; Di Pietro and Pizam, 2007: 23). Accordingly, it can
be interpreted that organizations’ characteristics and organizational factors are believed to affect work
alienation of employees. Because conditions in an organization are expected to shape employees’
perception primarily, then exerting a direct influence on employee attitudes to their work in t imes. Work
alienation evaluated as a strong personal involvement with one’s work and if an individual feels
disconnected or alienated, this might lead to lower levels of work motivation or self-management and
ultimately decrease his or her work success so organizational performance should affected from this
result. In other words, work alienation can be detrimental for individuals and organizations because it
has negative consequences for both individuals and organization. In literature, work alienation h as been
found to be negatively related to work attitudes including organizational commitment, job satisfaction,
career satisfaction, organizational identification and organizational citizenship behavior. However,
work alienation has positive relationships with tardiness, disengagement, frustration or aggression,
burnout, workplace cynicism, apathy, psychosis and withdrawal (Nair and Vohra, 2012: 26-39;
Chiaburu et al., 2013: 5). Due to these negative consequences, organizations must trying to understand
what causes alienation and how these consequences can be prevented before they occur. As to achieve
organizational effectiveness and competitive advantage, organizations need to provide positive working
conditions for acquire committed workforce.
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2.3 Work-Life Balance
Work-life balance is defined according to variety of views and widespread in academic researches.
Generally and most frequently, researchers view work-life balance as the absence of work-family
conflict, or the frequency and intensity in which work interferes with family or family interferes with
work. Greenhaus and Allen (2006) defined work-life balance as “the extent to which an individual’s
effectiveness and satisfaction in work and family roles are compatible with the individual’s life
priorities” (Grzywacz and Carlson, 2007: 457). In other words, it refers as the extent to which an
individual is able to adequately manage the multiple roles in their life, including work, family and other
major responsibilities such as sports, community etc. (Haar, 2013: 4). Work-life balance experienced
when demands from the work roles are compatible with demands from other domains like family,
friends, health and spirit. Accordingly, a balanced living occurs when activities and aspirations in work
domain do not have negative effects on activities in life. However, achieving a balanced life are
generally related working time, ﬂexibility, (un)employment, welfare, social security, family, fertility,
migration, demographic changes, leisure time and gender. For instance both working men and women
have work-life balance issues, but these issues play out often differs along gender. Men often act as
though their job comes first, whereas women typically put family first. Moreover, men spend most of
his time for career advancement and acquire more pay, while women spend most of her time with family
and usually captured carrier barriers. In addition to these, it can be stated that work-life balance
differentiate due to individual’s family situation, household compositio n, breadwinner models, family
size, and life plans (Pichler, 2009: 450-451; Ciric, 2013: 14). The last thirty years work-life balance is
one of the core and central challenge for employees and organizations because of dramatic changes in
workforce. Since the 1980s, work has changed through the deregulation of labor markets, globalization,
and increasing competitive pressures on businesses. Based on these changes, organizations attempt to
carry out some practices which have resulted in many employees workin g long hours, and an increased
trend towards work intensification as to cut costs and to achieve great profit. In these conditions worklife balance emerge as a key factor highlighting the need to balance work and family in employment
relations. Therefore, organizations need to understand implications of work-life balance and the ways
or working practices which can benefit both employers and employees (Rose, Hunt and Ayers, 2007:
1; Burchielli and Thanacoody, 2008: 109). Because it is possible to generate t hat work-life balance
positive and negative consequences both employers and employees. In literature, researchers have found
relation between work-life balance and attitudinal job outcomes such as job satisfaction, organizational
commitment, and organizational citizenship behavior, work-family conflict, turnover intention,
absenteeism, employee performance, employee well-being, individual and organizational effectiveness
(Grzywacz and Carlson, 2007: 456; Voydanoff, 2009: 161; Noor, 2011: 241). Concordantly, work-life
balance seen as an important predictor of employees attitudes to their work roles and their general life
so it becomes an important factor for organizations. Today’s working environment requires
organizations to design policies which can lead work-life balance and retain committed workforce.
2.4 Life Satisfaction
Life satisfaction generally is defined as having a favorable attitude towards one’s life as a whole. From
a broad perspective, life satisfaction represent as the product of a cognitiv e judgmental process that
reflects the degree to which needs and life’s expectations have been met, and is a comparison of
aspirations with achievements in and judgments of life (Lindfors, et al., 2007: 817; Jan and Masood,
2008: 33). In this context, life satisfaction refers as an attitude or a summary evaluation of objects along
a dimension ranging from positive emotions to negative. Accordingly, life satisfaction is an attitude
which reflects our emotions and our assessments of life such as physical health, mental health, wealth,
job, social relationships, and sense of accomplishment etc. These assessments or determinants of life
satisfaction varies from person to person, because individuals evaluate of their life good or not can be
change to the extent of some variables. In literature these variables classified as a social-demographic,
individual and workplace factors. Social-demographic factors are characterized such as gender, race,
ethnicity, age and education. Individual factors are personality, phys ical health, mental health, wealth,
social relationships, sense of accomplishment, income etc. Workplace resource are categorized as a job
characteristics, compensations, flexible work options, workplace retirement benefits, health insurance,
working ours etc. (Pettay, 2008: 19; Jessica et al., 2008: 6). Life satisfaction evaluated as how one feels
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one’s most important needs, goals, wishes are being met in important life domains, and this might lead
to an excellent life which help us to engage activities in work and family life. However, life satisfaction
or an excellent life can be expected to bring happiness and well-being to employees and ultimately
increase their sense of accomplishment. (Sirgy, 2012: 15-17). In this regard, it is possible to express
that life satisfaction is one of the major components of subjective well-being and some individual
outputs such as positive affect and sense of accomplishment. (Vittersø, Biswas -Diener and Diener,
2005: 328). Moreover, the literature suggests that some variables as seen significant predictors of life
satisfaction. For instance, personality, individual’s recent life, work environment, family domain,
income, social life, amount of discretionary time, working hours, positive and negative a ﬀect appear to
be influential in determining life satisfaction (Eriksson, Rice and Goodin, 2006: 515; Jan and Masood,
2008: 33; Kapteyn, Smith and Van Soest, 2009: 16; Binder and Coad, 2010: 4). Based on the importance
of life satisfaction one’s overall quality of life, organizations must trying to understand which human
resource policies can be ensured life satisfaction. Concordantly, it is critical to understanding of whether
organizations should really invest in furthering work-life programs, and in enhancing employee’s
quality of life and life satisfaction. (Dolan and Gosselin, 2005: 3; Lapierre et al., 2008: 96).
2.5 The Relationships among Family-Friendly Policies, Work-Life Balance, Work Alienation
and Life Satisfaction
Family-friendly policies have been used as an umbrella to define a wider range of organizational
practices aimed to achieve a balance between work and family life’s of employees in organizations. In
other words, these practices are created a work environment which is family friendly and can help
employees cope with work-family or work-life conﬂicts (Haslett, Smith and Curry, 2008: 21; Chou and
Cheung, 2013: 4). However, implementation of family-friendly policies can help employees manage
multiple work and nonworking responsibilities so that employees can balance their work and family life
successfully. In literature, there is a plethora of evidence indicating that a family -friendly policies
expected to provide work-life balance. Because these policies exemplify organizational efforts to
support employee needs to balance work and family responsibilities. Therefore, employees’ work-life
balance is inﬂuenced by whether or not the company’s family -supportive policies and procedures or
work-family culture (i.e.“the shared assumptions, beliefs, and values regarding the extent to which an
organization supports and values the integration of employees’ work and family lives). In this context,
it is possible to assess that family-friendly policies as an organizational factors which play critical role
on employees work-life balance (Allen, 2001: 415-416).
Establishing family-friendly policies is a critical step in creating a better “fit” between the workplace,
job responsibilities and family commitments. Based on the goodness of fit between work and family
life it is expected to affect work-related behaviors such as absenteeism, turnover intentions, tardiness,
and organizational commitment, job satisfaction, job involvement, work alienation etc. At the same
time, it is possible that these policies bring out favorable attitudes in the home domain such as life
satisfaction (Daves, 2004: 8-13). As family-friendly policies facilitate employees to balance multiple
roles in work and family life thus lead a higher quality of life, psychological involvement and life
satisfaction (Haar, 2013: 3). Today, it is important that organizations to ensure a family -friendly work
environment for their employees in order to help them better juggle work and family demands in ways
that can beneﬁt employees and organizations. In this context, ensuring such a work environment which
include ﬂexible working conditions, leave entitlements and other supportive policies such as health,
insurance, care etc, will expect to provide positive output both employees and organizations. Moreover,
perception of positive and supportive work environment may play a signiﬁcant role in overall
satisfaction employees in their life (Lapierre et al., 2008: 97-104). In literature, researches have been
explored outcomes of family friendly policies such as job satisfact ion, organizational commitment,
turnover intention, absenteeism and work-life balance etc. Accordingly, in this study, it has been
discussed outcomes of family-friendly policies. Within the scope of research, it has been taken worklife balance, and work alienation and life satisfaction which are expected an affect from these policies.
Thus, this study aims to investigate the relationships among family -friendly policies, work-life balance,
and work alienation and life satisfaction. In order to test these relationships, research model and
hypothesis those shown below are developed.
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Work Alienation
Family-Friendly Policies
 Flexible work
arrangements
 Leave arrangements &
dependent care benefits

Life Satisfaction
Work-Life
Balance

Fig.1 Research Model
H1: There is a statistically significant relationship between family -friendly policies and work
alienation.
H2: There is a statistically significant relationship between family -friendly policies and life
satisfaction.
H3: There is a statistically significant relationship between family-friendly policies and work-life
balance.

3 Research Methodology
3.1 Sample and Procedures
This study is conducted in marble firms in Turkey. The sample used for the study consist of
approximately 300 staff, who have been working in three different marble firms which are determined
via convenient sampling method. From the 300 questionnaires that have been sent, 225 (%75) have
returned and 208 (%69) have been accepted as valid and inclu ded in the evaluations. Questionnaire
survey method is used for data collection. Questionnaire form contains four different measurement
related to research variables.
3.2 Measurement
Measures used in the questionnaire forms are adapted from the previous st udies in literature. The
variables used in the family-friendly policies measure; are taken from Allen (2001); Daves (2004);
Brough, O’Driscoll and Kalliath (2005); Chou and Cheung (2013) studies. The variables work
alienation measure is taken from Hirschfield, Feild and Bedeian (2000) study, work-life balance
measure is taken from Waumsley, Houston and Marks (2010) study and life satisfaction measure is
taken from Diener et al., (1985) study. For answers to the statements of survey, a Likert -type metric,
that is, expressions with five intervals has been used. Anchored such; "1- strongly disagree, 2- disagree,
3- neither agree or nor disagree, 4- agree, 5-strongly agree". There are also ten demographic questions
which is related (gender, age, marial status, income, number of children etc.) in the questionnaire. As a
result of the conducted pilot study, it's been observed that the items in the factor analysis, where (n=30)
has been applied, displayed a proper distribution, in accordance with the theoretical cha racteristics.
3.3 Statistical Methods
SPSS for Windows 20.0 program is used to analyze the data obtained by the questionnaire
survey. Factor analysis is used to test the variables related to family -friendly policies, work alienation,
work-life balance and life satisfaction. Besides, Cronbach Alpha values which determine the reliability
levels of the scales that have been computed for each measure. In order to test the hypotheses the
analyses of Pearson Correlation has been used and multiple regression analysis has been used also to
explain the relationships among the family-friendly policies, work alienation, work-life balance and life
satisfaction.
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4 Results
4.1. Demographical Findings
54% of employees, who have participated in the research, are female and 46% are male. 40% of the
employees are between the ages 28-35, 34% of them are between the ages of 36-43, 3% of them are
older than 43 and 23% of them younger than 28. 72% of employees are married and 23% of them are
single. 70% of employees have two or more child. 77% of employees have education of a primary
school, 20% have graduated from high school (lycee). 3% of employees have graduated vocational
school and have bachelor’s degree. Approximately 95% of employees are working in production
department (blue collar), 5% of them are working in administrative departments (white collar). 18% of
employees have been working less than one year, 53% of them have been working between 1-3 years,
21% of them have been working between 4-6 years and 8% of the employees have been working more
than 6 years in the this firm. However, 95% of employees are paid minimum wage.
4.2. Factor and Reliability Analysis
In the study, the structural validity and reliability levels of measures have been tested. First, data of the
variables related to family-friendly policies have been put into factor analysis and the varimax rotation
has been obtained. In the principal component analysis, the Kaiser-Meyer-Olkin test result (KMO value,
0.814) and the result of Bartlett test (1609.163; p<0.01) were significant. As a result of the varimax
rotation of the data related to family-friendly policies variables, removing the items with factor loadings
under 0.50 from the analysis, two factor solutions has been obtained. Emerged factors, explain 59.489%
of the total variance. It can be seen that the remaining 13 items are grouped under the relevant factors
as per theoretical structure. It can be said that the scale which are used can measure a single structure
that complies with the theory and has structural validity. The findings on the resultant factors, factor
loadings, explained variances, and internal consistency coefficients which are calculated for each factor
(measure) are summarized in Table 1.
Table 1. Rotated Factor Loadings with Calculated Family-Friendl y Policies Measures
Factor 1: Leave Arrangements & Dependent Care Benefits (explained
variance = 31.147%; Cronbach's Alpha = 0.86)
1. General support for family needs
2. Easily use annual leave
3. Resources that help employees to be healthy and productive
4. Support systems such as leave plans to care for relatives
5. Health care insurance
6. Paid or unpaid time off for mother and father both when a child born
Factor 2: Flexible Working Arrangements (explained variance = 28.342%;
Cronbach's Alpha = 0.83)
7. Long hours inside the ofﬁce (R)
8. Compressed work week
(R)
9. Offering employees ﬂexibility in completing their work
10. Job sharing program
11. Five-day work week
12. Flexible working time
13. The ideal employee is the one who is available 24 hours a day (R)

0.830
0.826
0.764
0.725
0.711
0.701
0.840
0.762
0.751
0.701
0.664
0.575
0.572

The data of the variables related to work-life balance have been put into factor analysis and the varimax
rotation has been obtained. In the principal component analysis, the Kaiser-Meyer-Olkin test result
(KMO value, 0.647) and the result of Bartlett test (639,609; p<0.01) are significant. As a result of the
varimax rotation of the data related to work-life balance variables, removing the items with factor
loadings under 0.50 from the analysis, two factor solutions has been obtained. Emerged factors, explain
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68.411% of the total variance. It can be seen that the remaining 7 items are grouped under the relevant
factors as per theoretical structure. It can be said that the scales which are used can measure a single
structure that complies with the theory and have structural validity. The findings on the resultant factors,
factor loadings, explained variances, and internal consistency coefficients which are calculated for each
factor (measure) are summarized in Table 2.
Table 2. Rotated Factor Loadings with Calculated Work- Life Balance Measures
Factor 1: Life-Work Conflict (explained variance= 41.608%; Cronbach's Alpha= 0.85)
1. Things I want to do at work don’t get done because of the demands of my family
0.880
2. My home life interferes with my responsibilities at work
0.879
3. Family-related strain interferes with my ability to perform job-related duties
0.792
4. I have to put off doing things at work because of demands on my time at home
0.772
Factor 2: Work-Life Conflict (explained variance= 26.803%; Cronbach's Alpha= 0.69)
5. My job produces strain that makes it difficult to fulfill family duties
0.903
6. Things I want to do at home do not get done because of the demands my job puts me0.723
7. Due to work related duties, I have to make changes to my plans for family activities
0.722
The data of the variables related to work alienation have been put into factor analysis. In the principal
component analysis, the Kaiser-Meyer-Olkin test result (KMO value, 0.736) and the result of Bartlett
test (736,686; p<0.01) are significant. As a result of the factor analysis, one factor solutions has been
obtained. Emerged factor, explain 50.579% of the total variance. It can be seen that the remainin g 6
items are grouped under the relevant factor as per theoretical structure. It can be said that the scale which
is used can measure a single structure that complies with the theory and have structural validity. The
findings on the resultant factor analys is, are summarized in Table 3.
Table 3. Factor Loadings with Calculated Work Alienation Measure
Factor 1: Work Alienation (explained variance= 50.579%; Cronbach's Alpha=0.84)
1. It doesn’t matter if people work hard at their jobs; only a few “higherups” really profit 0.809
2. I feel little need to try my best at work for it makes no difference anyway
0.802
3. I don’t enjoy work; I just put in my time to get paid
0.798
4. Ordinary work is too boring to be worth doing
0.787
5. It is hard to believe people who actually feel that the work they perform is of value
to society
0.709
6. I find it difficult to imagine enthusiasm concerning work
0.539
The data of the variables related to life satisfaction have been put into factor analysis. In the principal
component analysis, the Kaiser-Meyer-Olkin test result (KMO value, 0.621) and the result of Bartlett
test (229,455; p<0.01) are significant. As a result of the factor analysis, one factor solutions has been
obtained. Emerged factor, explain 69.946% of the total variance. It can be seen that the remaining 3
items are grouped under the relevant factor as per theoretical structure. It can be said that the scale which
is used can measure a single structure that complies with the theory and have structural validity. The
findings on the resultant factor analysis are summarized in Table 4.

Table 4. Factor Loadings with Calculated Life Satisfaction Measures
Factor 1: Life Satisfaction (explained variance= 69.946%; Cronbach's Alpha= 0.78)
1. If I could live my life over, I would change almost nothing
0.907
2. So far I have gotten the important things I want in life (R)
0.887
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3. I am satisfied with my life

0.700

4.3. Findings on the Research Hypotheses
The findings obtained as a result of the correlation analysis performed on testing the existence of
relationships denoted in the research hypothesis. According the findings in t he research hypothesis
denote the relationships among the variables which are summarized in Table 5.
Table 5. The Correlation among Family-Friendly Policies, Work-Life Balance, Work Alienation
and Life Satisfaction
1
1.
2.
3.
4.

Family-Friendly Policies
Work-Life Balance
Work Alienation
Life Satisfaction

2

3

4

Means

1

3.09
2.39
3.12

1
-.157*
.357**
-.317**

2.50

1
-.433**
.201**

1
-.338**

**p<0.01, *p<0.05
In correlation analysis findings, a significant relationship (r=357, p<0.01) is observed between
the family-friendly policies and work alienation. There is a negative significant relationship (r= -317,
p<0.01) between family-friendly policies and life satisfaction. There is a negative significant and poor
relationship (r= -157, p<0.01) between family-friendly policies and work-life balance. Accordingly, H1,
H2 and H3 hypothesis are accepted. The findings obtained as a result of the correlation analysis
performed on testing the existence of relationships denoted in the research hypothesis, and the findings
obtained as a result of regression analysis performed for explanation of relationships among the
dimensions of variables are summarized in Table 6, 7 and 8.
Table 6. Effects of Family-Friendl y Policies on Work Alienation
R²
.171

F
21.198

Flexible Working Arrangements
Dependent Care Ben.&Leave Arrangements

.357
.113

β
.000
.000

p
.101

**p<0.01, *p<0.05
Table 6 indicates the results of the regression analysis, which explain effects of the family friendly policies dimensions on work alienation. Model summary, Table 6 shows how much family friendly policies variables can explain work alienation. 17% work alienation of the variance are
explained by one of the dimension of family-friendly policies. The regression model, explaining the
impact of family-friendly policies on work alienation, is valid (with F=21.198; p<0.01). Positive beta
values show that the increase in independent variables leads to an increase in work alienation, or a
decrease in independent variables results in a decrease in work alienation. Accordingly; it is possible to
express that flexible working arrangements which refers to dimension of family-friendly policies affect
the work alienation positively. The other dimension which is characterized dependent care benefits and
leave arrangements has no effect on work alienation. Thus, it can be said that if employees perceive
inflexible working conditions in organizations, they can be disconnected from their works.
Table 7. Effects of Family-Friendl y Policies on Life Satisfaction
R²
.133
Flexible Working Arrangements

F
15.663

β

p
.000

-.270

.000
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Dependent Care Ben.&Leave Arrangements

-.161

.023

**p<0.01, *p<0.05
Table 7 indicates the results of the regression analysis, which explain effects of the family friendly policies dimensions on life satisfaction. Model summary, Table 7 shows how much familyfriendly policies variables can explain life satisfaction. 13.3% life satisfaction of the variance are
explained by two dimensions of family-friendly policies. The regression model, explaining the impact
of family-friendly policies on life satisfaction, is valid (with F=15.663; p<0.01). Accordingly; it can be
said that flexible working arrangements and dependent care benefits &leave arrangements affect the life
satisfaction negatively. In other words, if employees perceive inflexible working conditions in
organizations, they can be dissatisfied with their lives. However, to the extent of beta values; it can be
stated that life satisfaction is affected mostly the flexible working arrangements than dependent care
benefits & leave arrangements. Because it is possible to express that working hours, working conditions
which allow employees flex working, job sharing or etc. are much more important than dependent care
benefits & leave arrangements upon the life satisfaction.
Table 8. Effects of Family-Friendl y Policies on Work-Life Balance
R²
.050
Flexible Working Arrangements
Dependent Care Ben.&Leave Arrangements

F
5.304

β
-.240
.101

p
.006
.001
.172

**p<0.01, *p<0.05
Table 8 indicates the results of the regression analysis, which explain effects of the family friendly policies dimensions on work-life balance. Model summary, Table 8 shows how much family friendly policies variables can explain work-life balance. 0.05% work-life balances of the variance are
explained by one of the dimension of family-friendly policies. The regression model, explaining the
impact of family-friendly policies on work-life balance, is valid (with F=5.304; p<0.01). Accordingly;
it can be said that flexible working arrangements dimension of family -friendly policies affect the worklife balance negatively. In this context, these results reflect that employees perceive inflexible working
conditions and due to this reason it is difficult to balance their work roles and family responsibilities. In
other words, perceived negative conditions lead to decrease work-life balance.

5 Conclusion
Today’s volatile and dynamic work conditions have brought about some changes in the labour market
and work types. These changes, emerging in global working life and usually taken as the sociodemographic and technological advances, have a profound impact on individuals and organizations. In
other words, the increase in competitive pressure and job insecurity, changes in the order of economy,
the fact that money and status become an important value in the social life have caused individuals to
work longer hours and integrated more and more women into the workforce. Thus, critical
developments which have serious effect on individuals have also affected the lives and structures of
family. In the 21th century, there are individuals who have dual career, a flexible career, a specific career
goal, work long hours at the same time, and those who are able to keep up with the intense working
conditions. Therefore, it is possible to express that organizations have a great role for individuals to
cope with these conditions, and to have a successful work and family life. In current working conditions
requires organization to support the work and family life of employees through culture, policies and
procedures. In this context, for struggle to these conditions organizations need to develop and adopt
policies which are characterized family-friendly policies according to the work and family lives of
employees. Because family-friendly policies facilitate balancing the roles and responsibilities of
individuals in their work and private life; thus, they enable the employees to have increased job and life
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satisfaction. In other words, the procedures which enable flexible working; let them have days -off in
case of birth, child or elder care; support individuals in such matters as child care, social assistance,
health insurance are expected to provide work-life balance; increase job satisfaction and reduce work
alienation. In the literature, family -friendly policies are said to play a decisive role in the formation of
such outcomes as work-life balance, job satisfaction, life satisfaction, and organizational commitment.
Moreover, some researches indicate that family-friendly policies lead reduced work family conflict,
turnover intention, work absenteeism, counterproductive behaviours and reduced productivity. In this
context, family-friendly policies are seen as a precursor in providing positive outcomes as these policies
are positive and for the welfare of employees. In other words, it is possible to express that familyfriendly policies are a precursor of positive attitudes such as work-life balance, organizational
commitment, and job and life satisfaction. In a majority of the existing researches, family -friendly
policies and work-life balance are studied. However, there are no studies in which work life balance,
work alienation and life satisfaction are all discussed together. In this regard, this study aims to
determine the impact of family-friendly policies on work-life balance, work alienation and life
satisfaction. Hence, by exploring the impact of family-friendly policies in individual and organizational
level and studying the impact of these policies on three different variables, this study is expected to
contribute to the literature. As a result of the research significant correlations were found entire between
all the variables based on the findings of the study conducted to determine the effect of family-friendly
policies on work-life balance, work alienation and life satisfaction. Accordingly, there are sig nificant
correlations between family-friendly policies and work-life balance, work alienation, and life
satisfaction. In this context, H1, H2 and H3 hypothesis, developed within the framework of the research
model, have been accepted. When the effect of family-friendly policies on work-life balance, work
alienation and life satisfaction separately examined, it is seen that family-friendly policies have positive
impact on the work alienation; it affects work-life balance negatively and in low levels, while life
satisfaction is negatively affected. However, if the scope of family -friendly policies are examined, some
dimensions appears to be effective on work alienation, work- life balance and life satisfaction. For
example, when the effect of family-friendly policies on work-life balance is examined, work-life
balance is negatively affected by family-friendly policies dimension of flexible working conditions. In
this context, it can be expressed that flexible working conditions have a reducing impact on work-life
balance. At the same time work alienation is positively affected by family -friendly policies dimension
of flexible working conditions. That is, perceived conditions in organizations increase work alienation
of employees. Based on these findings, it is possible to state that family-friendly policies are negatively
perceived in the organizations within the study scope; consequently, employees' work-life balance is
negative affected and levels of alienation increase. When the effect of family -friendly policies on life
satisfaction, it is seen that the dimensions of “flexible working conditions ” and “dependent care benefits
& leave arrangements” have negative effect on life satisfaction. According to these, it can be said that
as the policies perceived by employees are negative in enterprises which are scope of the research and
these policies lead to decrease of life satisfaction.
The research results indicate the presence of negative working conditions in marble enterprises in which
the research was carried out and also indicate that there are of human resources policies which do not
support the family-friendly policies. Therefore, organizational conditions which do not support family
and work lives of employees make it harder for individuals to establish a b alance between their job roles
and their responsibilities in their family lives; as a result, these conditions increase work alienation,
while reducing life satisfaction of individuals. Therefore, enterprises need be aware of and give
importance to family-friendly policies if they want to achieve top-level performance of their employees.
Especially in the marble sector, such facts as heavy and intense working conditions; a good number of
employees composed of women, married and married with children; the ma jority of employees
receiving the minimum wage put emphasis on the importance of family -friendly policies much more.
Because enterprises can make use of their employees only if they reduced the workload of employees;
adjust working time according to the needs; allow necessary off-time in case of birth, illness , care of
children and family members; provide supportive conditions such as child allowance, insurance , health
care. In other words, thanks to these policies, employees are able to establish a balance between work
and family life, and they feel work commitment and life satisfaction.
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Specific to enterprises involved in this study, the results differ from some studies in the literature.
Available studies generally show that family-friendly policies affect work-life balance and life
satisfaction positively, while they affect work alienation negatively. However, as family -friendly
policies are evaluated negatively by the employees of the enterprises in which the research has been
carried out so the results differ from some studies in the literature. In this context, work-life balance and
life satisfaction can be achieved through family-friendly policies; at the same time, work alienation can
be reduced thanks to these policies. For future studies, the research model can be tested in sectors such
as health and tourism; as a result, by researching the presence and effects of family -friendly policies in
selected samples, it will be possible to contribute to the literature. Moreover, by adding variables such
as the welfare of the employee, work- family conflict, the quality of work life, the research model can
be expanded and the effect of family-friendly policies on these variables can be examined.
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Abstract:This study investigates the impact of self-esteem, virtuousness and work values
on ethical behaviors. In literature, studies suggest that individual and organizational
factors as an important determinant or precursor of ethical behaviors. However, there has
been relatively little substantive research focusing on these issues. In this respect,
significant findings have been collected as a result of a research conducted on 174
employees of ten hotel enterprises in Turkey. Based on the findings, significant
relationships have been observed among self-esteem, virtuousness, work values and
ethical behaviors. Accordingly, one of the dimensions of virtuousness and self-esteem
affect ethical behaviors positively. Moreover, dimensions of work values such as
influence and advancement, working relationships and financial & working condition s
are found out to have effect on ethical behaviors.
Keywords: Ethical behaviors, work values, self-esteem, virtuousness

1 Introduction
Ethics has become one of the most signiﬁcant issues facing today’s corporate world because of the
Enron, WorldCom, Arthur Andersen and Tyco International scandals. Due to concerns about scandals
and unethical behavior that have shaken the business world from time to time, interest in business ethics
has grown exponentially in recent times for both managers and research ers. In accordance with these
ongoing interests, scholars and practitioners are wondering what has to be done to assure ethical
behaviors and attitudes in the business environment (Aydemir and Egilmez, 2010: 72; Sánchez and
Medina, 2012: 2). Therefore, it is critical for organizations to establish an ethical culture in which
employees are encouraged to behave in an ethical manner (Baker, Hunt and Andrews, 2006: 849).
Because ethical manner or ethical behavior is one of the valuable intangible assets for org anizations
competing in today’s business world, so it is important to design an ethical culture that is perceived by
employees and guiding them to act on ethical aspirations (Azmi, 2006: 2-3). Based on the importance
of ethical behaviors in organizations, previous researches have investigated the role of a number of
influences on ethical behavior. These influences have been classified as either individual or situational.
Individual characteristics include values, demographic characteristics such as sex, and age, and
education, personality traits like locus of control, self-esteem, and virtuousness. However, situational
characteristics include reward systems, rules, social learning, loyalty, job security, ethical culture,
workplace factors and work values. In literature, researchers have found links among ethical behaviors
and some individual and organizational factors. Furthermore, all researchers agree that it is important
for management to understand what inﬂuences the behaviors of individuals and how they derive ethical
culture (Baker, Hunt and Andrews, 2006: 849; McDevitt, Giapponi and Tromley, 2007: 219; Rezaee,
2008: 69, Zaal, 2011: 51; Trevino and Nelson, 2011: 76). Self-esteem and virtuousness as an individual;
work values as an organizational factors that being able to affect ethical behaviors. Self-esteem is a
personal evaluation reﬂecting what people think of themselves as individuals. In other words, it refers
a self-evaluation and descriptive conceptualization that individuals make and maintain with regard to
themselves (Pierce and Gardner, 2004: 592). Virtuousness is what individuals aspire to be when they
are at their best and it refers to qualities that allow people to excel (Caza, Barker and Cameron, 2004:
173). Work values defined as the states people desire and feel they ought to be able to realize through
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working. However, work values mediate an individual’s preferences, tendencies and work goals (Wang,
Chen, Hyde and Hsieh, 2010: 873). So, there are a few researches that show the relationship between
individual and organizational factors and ethical behaviors. For instance, most studies focus on the
relationship of ethical behaviors with some of the variables such as locus of control, organizational
culture, ethical values, organizational jus tice, organizational commitment, etc. However, there are not
any research existing literature investigating the impact of self-esteem, virtuousness and work values
on ethical behaviors. Due to limited studies on the effects of these variables on the ethica l behaviors,
this study attempts to add to the area of organizational behavior research. In this context, the purpose of
this study is to investigate the effect of the self-esteem, virtuousness and work values upon the
employees’ ethical behaviors.

2 Literature Review
Ethical behavior at the organizational and individual level has b een of considerable interest particularly
in hotel industry. Hotel industry comprises frontline employees who have to interact most frequently
with customers, so employees’ actions could potentially have a signiﬁcant impact on the organizational
success. For this reason, hotel establishments emphasizes that the importance of promoting and
managing ethical behaviors (McCain, Tsai and Bellino, 2010: 993; Selvarajan and Sardessai, 2010:1).
Managing ethical behavior is one of the most pervasive and complex problems facing organizations.
Because, ethical behavior of employees in working area, lead organizations to achieve success and
provide their abilities efficiently. Concordantly, it can be said that ethical behavior of employees is
important by reason of positive influence on organizational performance (Gangwani, 2012: 44). In
process of time, when ethical behaviors become a critical role in organizational processes clearer,
researchers are directed to identify the factors that influence these behaviors . These factors generally
are regarded as based organizations and individuals, and provide employees demonstrate ethical
behavior and facilitate the demonstration of ethical behavior. Therefore, in this study we are discussed
self-esteem and virtuousness as an individual perspective, on the other hand, work values as an
organizational sense. In this context, primarily we will explain concepts of self-esteem, virtuousness,
work values and ethical behaviors. Following them we will discuss the relationship s between these
concepts.
1.1 Self-Esteem and Virtuousness
Employees’ individual characteristics and factors are believed to contribute to ethical behavior. These
characteristics refer to an individual’s knowledge, values, attitudes, intentions, moral character, locus
of control, self-esteem etc. (McCain, Tsai and Bellino, 2010: 995). Self-esteem and virtuousness
constitute the most important factors affecting the ethical behaviors in organizations. Rosenberg (1965)
defined self-esteem as individuals overall evaluation about their competencies (Treadway, 2012: 542).
Self-esteem is an “evaluation” which the individual makes and customarily maintains with regard to the
self. However, self-esteem indicates the extent to which the individual believes the self to be capable,
significant, successful and worthy (Ma, 2008: 1). Wells and Marwell attempted to organize definitions
of “self-esteem” on the basis of two psychological processes as an evaluation and affect. Evaluation
emphasizes the role of cognition and affect prioritizes the role of feelings. As a result of this approach,
self-esteem can be defined in different ways. According to the first and most basic definition self-esteem
as a certain attitude. To the extent of other point of view, self-esteem characterizes discrepancy between
the self that one wishes to be. In conclusion, self-esteem is understood as a function or component of
personality (Mruk, 2006: 10-11).
In literature, there is an ongoing debate about conceptualization of self-esteem and its effect.
Researchers have been suggested that self-esteem has a significant impact on important life domains,
including work. With regard to the work domain, previous research indicates that s elf-esteem is
correlated with job satisfaction, job performance, career success, and employee motivation, and positive
interpersonal relations, physical and mental health. However, psychologists believed that low selfesteem was an important cause of aggression and antisocial behaviors. Concordantly, self-esteem can
be seen as a determinant factor that affects behaviors of employees and also contributing to quality of
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their work life (Baumeister, Campbell, Krueger and Vohs, 2003: 10-24; Mann, Hosman, Schaalma and
Vries, 2004: 358; Pierce and Gardner, 2004: 591; Ferris et al., 2010: 561; Kuster, Orth and Meier, 2013:
1). Thus, it is possible to express that self-esteem is a basic human virtue or strength. In other words,
self-esteem based on a sense of virtue or moral worth. Coopersmith (1967) who was one of the first
researchers studying on self-esteem found that there are four resources of self-esteem. Power,
significance, competence and virtue are the sources of self-esteem (Mruk, 2006: 20-256). Self-esteem
can become contingent based on being attractive, being valued, demonstrating competence or
demonstrating virtue. Therefore, virtue or virtuousness is one of the important determinants of selfesteem (Ferris et al., 2010: 568).Virtue or virtuousness is a state of human character that guides people
to do “good”. Virtuousness is an excellent combination of traits usually understood as dispositions of
individuals, which is signiﬁcant in the discovery of truth and in leading a good life (Hackett and Wang ,
2012: 870-873). Generally, virtuousness defined as a qualitative characteristic which includes integrity,
compassion, and courage. In other words, virtuousness refers to acting in a sincere way, not being
vengeful, helping people and taking care of them, involving perseverance etc. (Rego, Cunha and Clegg,
2012: 7-8). However, virtuousness means living the good life and incorporating virtue in all aspects of
oneself thinking, behaving, feeling, and being. Thus a person who described as a virtuous act kindly,
emote kindness, and be kind in every dimension of his or her life (Barsky, 2010: 2). So, virtuousness
seen as an important factor that provides beneﬁt to individuals, other people, and general society.
Because of its critical role, virtue has become as a remarkable topic of study in both psychology and
positive organizational scholarship. Researches in this area has examined virtuousness in various
organizational contexts and related it to several outcomes at an individual and organizational level.
Particularly, a number of researchers in the positive organizational scholarship have focused on
virtuousness effects of ethical behavior and its role that plays in organizational performance areas such
as innovation, turnover, quality and proﬁtability etc. (Barclay, Markel and Yugo, 2012: 331).
In a ﬁercely competitive global setting, achieving organizational effectiveness and in order to cope
effectively with these conditions individuals and organizations must adhere to ethical behaviors; they
must also act virtuously and foster virtuousness. For this reason and positive outcomes, virtuousness
has gained importance in organizational behavior researches . Several researchers documented that
virtuousness have positive effects on both organizations and employees. Organizational perspective,
virtuousness produce positive energy that leads to enhance performance, employee innovation,
expanded social capital development, increases prosocial behavior and the development of resiliency,
enhance corporate image. However, virtuousness leads to employee’s exhibit organizational citizenship
behaviors much more. On the other hand, researchers suggest that virtuousness involves some favorable
outcomes such as commitment, satisfaction, motivation, positive emotions, psychical an d psychological
health (Cameron, Dutton and Quinn, 2003: 58-63; Cameron, 2008: 17; Sarlak, 2011: 216-218).
1.2 Work Values
Kluckhohn (1951) proposed that values are unique explicit or implicit philosophy held by an individual
or group regarding matters they have inﬂuence over and it refers to a concept of what is good, right and
worthy. Work values are a part of the individual values system and are an extension of the implications
in “values”. Work values are defined as an intrinsic driving force that pushes an individual to move
towards their life goals and it also guides the direction and motivation of their behavior (Lee and Yen,
2013: 804). Work values refer to what an individual wants out of their work and ‘work-related
reinforcement preferences or tendencies to value speciﬁc types of incentives in the work environment
(Chu and Chu, 2013: 1151). In addition, work values are also characterized as how employees values
their interpersonal interactions and social contributions in the work context, the inﬂuence of their work,
and the inﬂuences on their own reputation or authority in organizations. Concordantly, in organizational
settings, work values determine the ﬁt of an employee with his/her organization, it reflect personal needs
or the environmental preferences of individuals and they also guide the work behavior of individuals,
dictate their goals and the likelihood of his/her intention to leave the organization (Liao et al., 2012:
5300; Chen and Kao, 2012: 151). Accordingly, it is possible to express that work values shape
employees’ perception of preferences in the workplace, exerting a direct influence on employee
attitudes and behavior (Gursoy, Chi and Karadag, 2013: 41).
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For this reason, work values have received considerable attention for many decades due to its
importance in determining employee attitudes and behaviors. In literature, several studies reported that
values are likely to have signiﬁcant inﬂuence over a variety of attitudes and behaviors in organizations.
Researchers suggest that work values have been related to work involvement, work motivation, job
satisfaction, organizational commitment, job burnout, job performance, career choice and showing
initiative in one’s work. However, work values have an influence on hiring and retention rates in
organizations and can affect the willingness of individuals to work diligently. Work values also affect
organizational citizenship behaviors and ethical behaviors of employees. (White, 2006: 703; Gursoy,
Maier and Chi, 2008: 450; Leuty and Hansen, 2011: 388; Liao et al., 2012: 5301; Wang, Hyde and
Hsieh, 2010: 873; Liang, 2012: 255). Therefore, work values would form a general pattern of behavior
of an individual and these were a projection of general values from the domain of work. From this
perspective, work values can be seen as the goals people would strive hard to attain in their work and
as a representation of work ethics (Teng, 2010: 13). Finally, work values as endurable beliefs and
standards which judge the worth of what is done through work, justify the work experience and express
one’s work behavior as particularly ethical behaviors. In other words, it is an enduring perspective that
guides individuals to evaluate what is fundamentally right or wrong in the work environment (Ho, 2006:
22; Liang, 2012: 252).
1.3 Ethical Behavior
The word ‘ethic’ comes from the Greek word ethos, which means “the character, custom or a set of
moral behavior that is accepted extensively.” Ethics also can be defined as the conception of what is
right and fair conduct or behavior. In other words, ethics is the concept of morals; one’s ability to choose
between right and wrong, good and bad, acceptable and unacceptable norms (Jalil, Azam and Rahman,
2010: 146). Ethics is a system of moral principles where "morality" refers to principles of good behavior.
It can thus be stated that ethical behavior in a business sense refers to business principles that will lead
to acceptable good business behavior in dynamic environment (Zyl and Lazenby, 2002: 112). Ethical
behavior can generally be deﬁned as a behavior that is considered right or wrong, and therefore directs
what people should and should not do in work life. However, ethical behavior is guided by “rules,
standards, codes, or principles which provide guidelines for morally right behavior and truthfulness in
organizations. In today’s businesses ethical behavior can be described as “fair and honest actions” that
enable the company to obtain customer satisfaction and positive corporate image and develop a long term relationship with its customers (McCain, Tsai and Bellino, 2010: 994). Therefore, in a fiercely
competitive global era, achieving organizational effectiveness and organizational survival is based on
employee’s ethical attitudes and behaviors. For this reason, ethical behavior in organizations has gained
importance. Today, it becomes an important for organizations to better understand the factors that
influence employee’s ethical behavior and the factors that are affected by ethical behaviors.
Ethics has been one of the principal issues confronting bus inesses for many years. Businesses are
responsible for maximizing long-term value and organizational performance, because of that they
enforce and adhere to certain ethical standards and ethical behaviors. Ethical behaviors have been the
subject of controversy and debate for many years among researchers and practitioners. In accordance
with these debates, scholars and practitioners are wondering what has to be done to assure ethical
behaviors in the business environment (Aydemir and Egilmez, 2010: 72). Acco rdingly, it is critical for
organizations to establish an ethical culture in which employees are encouraged to behave ethically.
Based on the importance of ethical behaviors in organizations, researches have investigated the
antecedents of ethical behaviors. These antecedents have been classified as either individual or
situational. Individual antecedents include personality characteristics whereas a situational
characteristic refers to policies , systems and procedures of organizations.
Ethical behaviors have become one of the most signiﬁcant issues facing today’s corporate world.
Particularly, in some industries ethical behaviors become more important like service industry. Hotel
establishments are basic components in this industry. However, in hotel establishments, ethical
behaviors much more determinant factor because it reﬂects the aggregation of individual employees
‘characters. For this reason, hotel establishments emphasizes that the importance of promoting ethical
behavior and the antecedents of these behaviors (McCain, Tsai and Bellino, 2010: 993). Therefore
managing ethical behavior as a critical social problem for organizations and it is a complex problem
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which contributes to employee’s decision to behave ethically and unethically (Stead et all., 1990: 234).
In this context, current researches focus on individual and organizational factors for explanation of
ethical behaviors. When we examine individual factors, it can be seen that some of them classified as a
personality characteristics and other are grouped according to managerial attitudes and managerial
systems in organizations.
1.4 The Relationships among Self-Esteem, Virtuousness, Work Values and Ethical Behaviors
In literature, self-esteem and virtuousness are classified personal characteristics refer to an individual’s
values, attitudes, moral character, and ethical sensitivity. Individual factors influence of a company are
extremely important for running business an ethically because these factors represents individuals
characters and have a great impact on their behaviors. Organizational factors refer to a company’s
ethical climate, which relates to employees’ perception of a company’s “current practices, procedure s,
norms, and values within an ethical context that provides cues about acce ptable behaviors. Therefore,
employees’ ethical behavior is inﬂuenced by whether or not the company’s policies, procedures, and
decision making are fair and just. In other words, an employee’s moral and ethical attitude are shaped
by their perception of the organization fairness and work values (McCain, Tsai and Bellino, 2010: 994).
In this context, it is possible to assess that individual and organizational factors have plays a critical role
in ethical behaviors. Ethical behaviors can be seen an important asset in organizations, because it guide
employees and organization in the right direction. However, ethical behaviors increases the reputation
of the business organization, ensures its continuous development and helps to achieve customer
satisfaction and increases employees job satisfaction, motivation and organizational commitment. The
possible contents of ethical behaviors are wide and varied (Jalil, Azam and Rahman, 2010: 146). In
other words, researches have been explored outcomes of ethical behaviors such as job satisfaction,
organizational commitment, turnover intention and organizational citizenship behaviors. Though a
variety of antecedents to ethical behavior have been explored, the outcomes of employee ethical
behavior in organizations have rarely been examined. At the same time, there is little consistency in the
literature on exactly what constitutes ethical behavior. (Baker, Hunt and Andrews, 2006: 850). Prior
literature suggests that some individual and organizational factors affect ethical beh aviors. There are
some researches (Zyl and Lazenby, 2002; Baker, Hunt and Andrews, 2006; McDevitt, Giapponi and
Tromley, 2007; Murphy, 2007; McCain, Tsai and Bellino, 2010; Gangwani, 2012) that examine the
relationships between individual factors, organizational factors and ethical behaviors. But, there are
limited researches that have discussed the relationships between them. In this study, we have discussed
some of these factors. Within the scope of individual factors, we take self-esteem and virtuousness
which are expected to affect ethical behaviors and from the scope of organizational factors, we have
taken work values. Thus, this study aims to investigate the relationships among self-esteem,
virtuousness, work values and ethical behaviors. In order to test these relationships, research model and
hypothesis those shown below are developed.
Individual Factors
Self-esteem
Virtuousness
Ethical Behaviors
Organizational Factors

Work Values

Fig. 1. Research Model
H1: There is a statistically significant relationship between self-esteem and ethical behaviors.
H2: There is a statistically significant relationship between virtuousness and ethical behaviors.
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H3: There is a statistically significant relationship between work values an d ethical behaviors.

3 Research Methodology
3.1 Sample and Procedures
This study encompassed employees from hotel establishments in Turkey. The sample used for the study
consists of approximately 250 staff, who serves in various positions in 10 hotels which are determined
via convenient sampling method. From the 250 question naires variabile been sent, 180 (%72) have
returned and 174 (%70) have been accepted as valid and included in the evaluations. Questionnaire
survey method is used for data collection. Questionnaire form contains four different measurement
related to our research variabiles.
3.2 Measurement
Measures used in the questionnaire are adapted from previous studies in literature. The variables used
in the self-esteem measure; is taken from Tinakon and Nahathai (2012) study, the variables
virtuousness measure is taken from Thun and Kelloway (2011) study. The variables work values is
taken from Furnham et al. (2005) study and ethical behaviors measure are taken from Hill and
Swanson (1985); Zyl and Lazenby (2002) studies. For answers to the statements of survey, a Likerttype metric, that is, expressions with five intervals has been used. Anchored such; "1- strongly
disagree, 2- disagree, 3- neither agree or nor disagree, 4- agree, 5-strongly agree". There are also 7
demographic questions in the questionnaire. As a result of the conducted pilot study, it's been
observed that the items in the factor analysis, where (n=30) has been applied, displayed a proper
distribution, in accordance with the theoretical characteristics.
3.3 Statistical Methods
The data obtained from the study, have been evaluated via SPSS for Windows 20.0 program. Factor
analysis is used to test the variables related to self-esteem, virtuousness, work values and ethical
behaviors dimensions. After the Factor Analysis performed in order to test the validity of measures,
the internal consistency coefficients (Cronbach's Alpha) were calculated separately for each measure.
The correlation analysis method was used to determine the presence of interdependency among
variables and to test the research hypotheses; and for the explanation of relationships among variables,
which are determined by means of correlation analysis, the multi-dimensional regression analysis was
utilized.

4 Results
4.1. Demographical Findings
71% of employees, who have participated in the research, are male and 29% are female. 38% of the
employees are between the ages 26-30, approximately 30% of them are between the ages of 31-35, 7%
of them are older than 36 and 25% of them younger than 25. 45% of employees have education of a
high school, 35% have graduated from vocational school. 19% of employees have bachelor’s degree
and 6% of the employees have master's level education. Approximately 64% of employees are working
in F&B department, 13% of them are working in front office department and 13% of them are working
in housekeeping department. 29% of employees have been working less than one year, 46% of them
have been working between 1-3 years, 22% of them have been working between 4-6 years and 3% of
the employees have been working more than 6 years in the this firm.
4.2. Factor and Reliability Analysis
In the study, the structural validity and reliability levels of measures have been tested. First, data of the
variables related to virtuousness have been put into factor analysis and the varimax rotation has been
obtained. In the principal component analysis, the Kaiser-Meyer-Olkin test result (KMO value, 0.848)
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and the result of Bartlett test (903.257; p<0.01) are significant. As a result of the varimax rotation of the
data related to virtuousness variables, removing the items with factor loadings under 0.50 from the
analysis, two factor solutions has been obtained. Emerged factors, explain 63.583% of the total variance.
It can be seen that the remaining 10 items are grouped under the relevant factors as per theoretical
structure. It can be said that the scale which are used can measure a single structure that complies with
the theory and has structural validity. The findings on the resultant factors, factor loadings, explained
variances, and internal consistency coefficients which are calculated for each factor (measure) are
summarized in Table 1.
Table 1. Rotated Factor Loadings with Calculated Virtuousness Measures
Factor 1: Humanity&Temperance (explained variance = 52.157% ; Cronbach's Alpha = 0.87)
1.
Exercises appropriate levels of caution
0.846
2. Follows through no matter what
0.828
3. Level‐headed even when things are difficult or tense
0.761
4. Demonstrates sincere appreciation for work that is done well
0.729
5. Is caring and/or compassionate
0.619
6. Cares immensely for me
0.547
Factor 2: Wisdom (explained variance = 11.426% ; Cronbach's Alpha = 0.79)
7. Enjoys trying new things
0.791
8. Seeks unique ways to do things or solve problems
0.788
9. Willingly considers viewpoints other than his/her own
0.699
10. Committed to life‐long learning
0.662

The data of the variables related to work values have been put into factor analysis and the varimax
rotation has been obtained. In the principal component analysis, the Kaiser-Meyer-Olkin test result
(KMO value, 0.884) and the result of Bartlett test (4420,497; p<0.01) are significant. As a result of the
varimax rotation of the data related to work values variables, removing the items with factor loadings
under 0.50 from the analysis, four factor solutions has been obtained. Emerged factors, explain 69.680%
of the total variance. It can be seen that the remaining 27 items are grouped under the relevant factors
as per theoretical structure. It can be said that the scales which are used can measure a single structure
that complies with the theory and have structural validity. The findings on the resultant factors, factor
loadings, explained variances, and internal consistency coefficients which are calculated for each factor
(measure) are summarized in Table 2.
Table 2. Rotated Factor Loadings with Calculated Work Values Measures
Factor 1: Autonomy and Use of Skills (explained variance= 44.716%; Cronbach's Alpha= 0.93)
1. To do work which is personally very interesting to you
0.898
2. Autonomy and personal freedom
0.845
3. Chance to use your skills and abilities
0.844
4. Respectful and convenient job
0.742
5. Support for improving abilities
0.719
6. Provides behave innovative
0.661
Factor 2: Work Relationships (explained variance= 10.060%; Cronbach's Alpha= 0.93)
7. Positive relationships with work colleagues and subordinates
0.859
8. Harmony among all groups in your organization
0.859
9. Being trusted by all people you work with
0.816
10. Positive relationships with work colleagues
0.701
11. Clarity of your work goals and targets
0.680
12. A fair and considerate boss
0.674
13. Sense that you are valued as colleague or worker
0.627
14. Feedback (regular) concerning the results of your work
0.618
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15. Recognition for doing a good job
0.579
Factor 3: Financial and Working Conditions (explained variance= 9.013%; Cronbach's Alpha=
0.86)
16. A high competitive salary by performance related systems or rapid promotion 0.800
17. Benefits (vacation, sick leave, pensions, insurance)
0.732
18. Job security
0.626
19. Human resource backup
0.587
20. People being equitably paid for performance compared to others
0.523
21. Not being overworked to exhaustion
0.515
22. Being provided with all necessary and up-to-date equipment
0.512
Factor 4: Influence and Advancement (explained variance= 5.891%; Cronbach's Alpha= 0.81)
23. To have a job others recognize as very high status
0.849
24. Personal success at work
0.710
25. Opportunity for personal growth and development
0.681
26. Being respected for your skills and input
0.554
27. Influence within the organization as a whole
0.538
The data of the variables related to self-esteem have been put into factor analysis. In the principal
component analysis, the Kaiser-Meyer-Olkin test result (KMO value, 0.722) and the result of Bartlett
test (114,720; p<0.01) are significant. As a result of the factor analysis, one factor solutions has been
obtained. Emerged factor, explain 52.289% of the total variance. It can be seen that the remaining 4
items are grouped under the relevant factor as per theoretical structure. It can be said that the scale which
is used can measure a single structure that complies with the theory and have structural validity. The
findings on the resultant factor analysis are summarized in Table 3.
Table 3. Factor Loadings with Calculated Self-Esteem Measures
Factor 1: Self-Esteem (explained variance= 52.289%; Cronbach's Alpha= 0.69)
1. On the whole, I am satisﬁed with myself.
0.800
2. I am able to do things as well as most other people.
0.737
3. I wish I could have more respect for myself.
4. I take a positive attitude toward myself.
0.604

0.737

The data of the variables related to ethical behavior have been put into factor analysis. In the
principal component analysis, the Kaiser-Meyer-Olkin test result (KMO value, 0.853) and the result of
Bartlett test (617,882; p<0.01) are significant. As a result of the factor analysis, one factor solutions has
been obtained. Emerged factor, explain 52.693% of the total variance. It can be seen that the remaining
8 items are grouped under the relevant factor as per theoretical structure. It can be said that the scale
which is used can measure a single structure that complies with the theory and have structural validity.
The findings on the resultant factor analysis are summarized in Table 4.
Table 4. Factor Loadings with Calculated Ethical Behavior Measures
Factor 1: Ethical Behavior (explained variance= 52.693%; Cronbach's Alpha= 0.86)
1. Verbalizes judgments on rightness or wrongness of certain behaviors
0.868
2. Understands and shows an effort to understand
0.818
3. Is willing to help someone in need whether good friend or not
0.812
4. Verbalizes loyalty to a group or institution
0.753
5. Will admit a mistake
0.695
6. Will refuse to go along with others in wrongdoing
0.657
7. Shows a genuine concern for the welfare of fellow humans
0.593
8. Treats others with respect
0.548
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4.3. Findings on the Research Hypotheses
Obtained through correlation analysis which is performed to test the existence of relationships, the
findings in the research hypothesis denote the relationships among the dimensions which are
summarized in Table 5.
Table 5. The Correlation among Virtuousness, Self-Esteem, Work Values and Ethical Behaviors
5.
6.
7.
8.

Virtuousness
Work Values
Ethical Behaviors
Self-Esteem

1
1
.559**
.392**
.464**

2

3

1
.208**
.172*

4

1
.295**

1

Means
3.97
3.45
4.27
3.91

**p<0.01, *p<0.05
In correlation analysis findings, a significant relationship (r=392, p<0.01) is observed between the
virtuousness and ethical behaviors. There is a significant relationship (r=208, p<0.01) between work
values and ethical behaviors. There is a significant relationship between self-esteem (r=295, p<0.01)
and ethical behaviors. Accordingly, the H1, H2 and H3 hypothesis are accepted. The findings obtained
as a result of the correlation analysis performed on testing the existence of relationships denoted in the
research hypothesis, and the findings obtained as a result of regression analysis performed for
explanation of relationships between the dimensions are summarized in Table 6 and 7.
Table 6. Effects of Virtuousness and Self-Esteem on Ethical Behaviors
R²
.217

F
15.734

β

Humanity & Temperance
Wisdom
Self-Esteem
**p<0.01, *p<0.05

p
.000
.000
.265
.040

.445
-.103
.159

Table 6 indicates the results of the regression analysis, which explain effects of the virtuousness
dimensions and self-esteem on ethical behaviors. Model summary, Table 6 shows how much
virtuousness and self-esteem variables can explain ethical behaviors. 21.7% ethical behaviors of the
variance are explained by one of the dimension of virtuousness and self-esteem. The regression model,
explaining the impact of virtuousness and self-esteem on ethical behaviors, is valid (with F=15.734;
p<0.01). Positive beta values show that the increase in independent variables leads to an increase in
ethical behaviors, or a decrease in independent variables results in a decrease in ethical behaviors.
Accordingly; it can be said that humanity and temperance dimensions of virtuousness and self-esteem
affect the ethical behaviors positively. In other words, if employees have a personality trait which can
be characterize virtuousness and self-esteem, they will exhibit ethical behaviors much more than others.
According to beta values; the ethical behaviors are affected mostly from humanity & temperance
dimension of virtuousness than self-esteem.
Table 7. Effects of Work Values on Ethical Behaviors
R²
.158
Influence and Advancement
Work Relationships
Financial and Working Conditions
Autonomy and Use of Skills
**p<0.01, *p<0.05

F

β

p

7.939

.000
.432
.197
-.292

.000
.048
.005

-.024

.812
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Table 7 indicates the results of the regression analysis, which explain effects of the work values
dimensions on ethical behaviors. Model summary, Table 7 shows how much work values variables can
explain ethical behaviors. 15.8% ethical behaviors of the variance are explained by three dimensions of
work values. The regression model, explaining the impact of work values on ethical b ehaviors, is valid
(with F=7.939; p<0.01). Accordingly; it can be said that influence and advancement, work relationships
affect the ethical behaviors positively. However, financial and working conditions affect ethical
behaviors negatively. In other words, if employees perceive influence & advancement and positive
work relationships in organizations, it is expected them exhibit ethical behaviors in working area.
According to beta values; ethical behaviors are affected mostly from influence and advancemen t
dimension of work values.

5 Conclusion
Ethical behaviors are one of the critical and important factors for organizations to achieve sustainable
competitive advantage in today's dynamic working conditions. These conditions require organizations
to be differing from their rivals and to do best towards their customers. Therefore, if organizations desire
to struggle rivals and acquire customer satisfaction, they need to give an importance to their employees
more than ever. In other words, organizations try to attract qualified and positive personality traits
employees and keep employing them in positive working conditions. Because personality characters’,
qualifications and working values in organizations are thought to be an important factors on an
employee’s attitudes and behaviors. However, it is possible that employees who have positive
personality traits and who perceive positive work values can be demonstrate positive attitudes towards
colleagues and their organization. On the other hand, a negativ ely perceived work values and negative
traits of employees are expected to exhibiting unethical behaviors in organization. Thus, self-esteem
and virtuousness which are characterized both as a personality trait and individual factors are considered
as one of the precursors which are effective on employees’ exhibiting ethical behavior. In addition to
this, work values are examined as one of the determinant organizational factors which are possible to
effect employee’s ethical behavior. In literature, ethical behaviors antecedents are categorized as an
individual and organizational perspective. Concordantly, it is possible to see lots of studies dealing with
many individual and organizational variables such as personality traits, locus of control, ethical clima te,
organizational policies, procedures, fairness etc. Among all these studies, there is no study that examines
specific individual traits like self-esteem and virtuousness; also there aren’t any studies which were
taken these variables together. In this context, this study aims to investigate the impact of individual
and organizational factors on ethical behaviors’ at the same time. Therefore, it is believed that this study
will contribute to and fill the gap in the literature.
As a result of the research carried out to determine the effect of self-esteem, virtuousness and work
values on ethical behaviors, it has been found out that there is a significant relationship among them. In
other words, there is a significant relationship between self-esteem and ethical behaviors, virtuousness
and ethical behavior and also work values and ethical behaviors. Moreover H1, H2 and H3 hypothesis
have been accepted. Besides, when the impact of virtuousness and self-esteem effects on ethical
behaviors are examined, it has been found out that humanity and temperance dimension of virtuousness
and self-esteem have a positive effect on ethical behaviors, but however wisdom has no effect on ethical
behaviors. Because, humanity and temperance dimension of virtuousness refers to moral sense than
wisdom. Wisdom is related with creativity, curiosity, open‐mindedness; humanity and temperance are
relevant with kindness, self-regulation and strength aspects of character. Accordingly, it can be said that
ethical behaviors can be affected much more humanity and temperance. In the other perspective, when
the research findings are analysed, it can be seen that virtuousness has an effect on ethical behaviors
most than self-esteem. In other words, virtuousness represents one’s morality, whereas self-esteem
refers to one’s thought of him or herself, so it is expected that virtuousness related with ethical
behaviours much more than self-esteem. In addition to this, other finding shows that work values effect
ethical behaviors. But when we examine the dimensions of work values, it has been found out that
working relations and influence & advancement affect ethical behaviour’s positively as financial and
working conditions negatively. However, influence & advancement affect ethical behaviour’s much
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more than working relations. In this regard, it can be said that ethical behaviors affected influence and
advancement values most. That is, when employees perceive that organization gives them personal
growth and development opportunity and provides them h igh status in time, it is expected ethical
behaviour’s from employees. Because if employees perceive work values supportive and satisfied with
these values they will exhibit positive behaviors like ethical behaviors. The other research finding shows
that financial and working conditions affect ethical behaviors negatively, in other words, in the scope
of business there is a negative conditions view of compensation and reward politics and working
conditions such as job security, benefits etc. So these conditions trigger employees behave unethical.
The findings of the research can be regarded as appropriate for the theoretical basis. Because, a warm
and supportive working values perceived by the employee are expected to influence the attitudes and
behaviours. Besides, if employees have positive characteristics such as self-esteem and virtuousness,
then these are thought to be effective in employees’ positive or negative behaviours. In this context, it
can be said that perceiving a warm relationships, supportive politicise and procedures and positive
working conditions will lead employees to exhibit ethical behavior and avoid from unethical behavior.
In this regard, individual factors such as self-esteem and virtuousness and work values which refer to
organizational component are expected to show employees either positively or negatively. The study
can be expanded by adding other variables which are classified in individual or organizational
perspective. For example, it is possible to add a big five personality traits, self-efficacy and optimism
as an individual factor thus the research model will be expanded. However, in addition to these
individual variables it can be added some organizational factors such as organizational climate,
management styles or human res ource policies so considerably an expanded model can be presented.
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Abstract:Transformation from a centrally planned economy to a market economy was
accompanied by a number of reforms such as the efforts to fully liberalize prices and the
creation of a two-level banking system. To achieve this goal there was the need to include
the monetary policy as one of the main macroeconomic policies. The law on “the Bank
of Albania” defined the competence of BoA to draft and implement the mon etary policy
by keeping the price stability as principal goal. There are several monetary policies
strategies or regimen to achieve the prices stability such as : targeting of the monetary
mass, targeting of the inflation, and monetary policy with implicit nominal anchor. The
analysis will focus on the Inflation Targeting regimen, its progress over the years starting
from the period when it began to be applied and the effects of this regimen to the inflation
before and after the economy crisis.
Keywords: Inflation targeting, inflation, monetary policy, strategy.

1 Introduction
Inflation is a phenomenon that occurs when the general level of prices and costs in the economy
increase. The price increase is not necessarily uniform for all products. For measuring the inflation in
Albania the Consumer Price Index plays a crucial role. The Consumer price Index is the measuring of
the cost of a representative basket of goods and services. The question that rises in this case is: what are
the factors that cause the inflation? These are different factors among which are: a. the high level of
demand for money (inflation caused by demand) b. inflation caused by supply. It should be noted that
even in cases where we are in terms of a balance between supply and demand not necessarily the level
of inflation is zero or low. An important role is also played by inflationary expectations. Inflationary
expectations are important for the behavior of wages and prices in the economy. Thus if in the future
inflation is expected to rise, then employees will increase pressure for the wage increase. What
determines the extent or inflationary expectations rate? The answer to this question depends on
monetary policy and the trust that individuals have on the Central Bank and the go vernment. The
function of monetary policy is the management of the money quantity in the economy and of the interest
rates aiming at the general price level stability, economic growth and financial stability. Inflation is
often identified as being the primary objective of the monetary policy, by making it the only legal
objective of a bigger number of banks. Meanwhile, besides this objective, some countries have included
in their laws on the Central Bank objectives like the support to the economic growth or keeping the
financial stability. These two systems are founded on different economic theories and principles, by
identifying the differences on the Classic and Keynes school. Classical School sees the economy with
full employment and the money as a medium of exchange. In this context, the monetary policy affects
only the value of money, namely the rate of inflation. Its use for other purposes would be wrong.
According to this line of thought, the only objective of monetary policy should be the control of
inflation. According to Friedman inflation is always and everywhere a monetary phenomenon. The
Keynesians challenged the assumption that the economy always uses its maximum potential by creating
the concept of insufficient domestic demand to generate full employment in certain periods. In this
context, monetary and fiscal policy can and should be used in a countercyclical manner in order to keep
the economy near its potential. In the Phillips Curve theory there is an inversed relation between
unemployment rate and inflation rate. Even Keynesians accept the fact that monetary policy cannot be
used as an active instrument to generate economic growth in the long run. Their emphasis was on the
potential role of monetary policy to mitigate the impact of short -term shocks on the economic activity.
Keynesianism was the dominant current in the period immediately after the Second World War.
However, the application of his suggestions in politics was relatively limited by the existence of a fixed
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exchange rate. The collapse of the Bretton-Woods system in 1973 and the loss of fixed convertibility of
currencies to the dollar and gold served as a laboratory for testing a variety of monetary regimes. The
experience showed that countries with lower inflation had a better p erformance in terms of faster
economic growth and higher employment. Economic literature turned its focus on explaining these
phenomena. The theory of rational expectations, and especially the work of Lucas (1972) and Kydland
and Prescott (1977), suggested a plausible theory which explains the inability to use the inverse
relationship between economic activity and inflation. This theory is called the theory of inconsistency
in time of monetary policy. In its most simple version, it predicts that monetary po licy can be effective
in stimulating economic activity only if it generates surprise to the market, when economic agents do
not expect the monetary stimulus. In these circumstances, and given the existence of fixed contracts in
nominal terms, money supply growth leads to increased purchasing power and increased production.
However, the existence of rational expectations of economic agents make them understand the incentive
tools that Central Banks use and try to prevent it through higher contracts in nomina l terms. In these
circumstances, the existence of irregularities in the design of monetary policy produces inflation and
inflationary expectations, without benefits for the economic growth.
Later, the theory of rational expectations is analyzed in the context of the relationship between rules and
irregularity, or the ratio between credibility versus flexibility in the monetary policy. A monetary policy
which would be totally spontaneous (irregular) would produce inflation without additional economic
growth, while monetary policy based entirely on the rules would not be able to respond to economic
shocks or unexpected events.
The main consequence of these theories is the placement of price stability in the exclusive focus of the
work of most of Central Banks.
Although these theories do not deny the existence of connections between short -term unemployment
rate and the inflation, their use from monetary policy is impossible because the easing of business cycles
may be somewhat a legitimate target for central banks with stabilized reputation and operating in
economies with developed financial markets and functional transmission mechanisms while mitigating
business cycles would be a relatively unrealistic target for central banks in transition countries, which
operate in absence of information and through dysfunctional transmission mechanisms , characterized
by uncertainty and significant time delays.
The primary goal of monetary policy of most central banks is the stability of prices but there are other
objectives related to employment, economic growth, financial stability, interest rates and currency
exchange rates. High unemployment leads to poverty and absolute decrease production. So employment
is desirable. The question is: how high should it be? Should be at such level that would mean zero
unemployment? Unemployment should be close but not zero, because a low level of unemployment is
of benefit to the economy. Employment target otherwise called "full employment" means an
unemployment rate close to but above zero and corresponds to labor’s equation between supply and
demand. Unemployment rate corresponding to "full employment" is not constant and is currently
estimated in the range of 4.5 to 6%. The purpose (or objective) of high economic growth is associated
with high levels of employment. When employment is high, companies invest to increase the capital
stock because it is more efficient to invest in capital when the workforce has a relatively high cost. This
brings greater economic growth. Policies that encourage investment and increase public savings through
lower tax are called supply policies and deal precisely with the objective of high economic growth.
Financial stability is also an important objective given that the financial system is important for lending
to the economy. The interest rates stability is related to financial stability. When interest rates rise too
much, they reduce the value of the investment portfolio of various financial institutions and this puts
them in trouble, which can cause their bankruptcy. Exchange rate stability has to do with the country's
competitiveness in the international market. A depreciation of the local currency against the currencies
of other countries brings temporary increased competitiveness of goods and services pro duced in the
country against foreign goods. On the other hand it gives rise to inflation because imported goods and
services become more expensive.
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2 Literature review
Theoretically there are several strategies related to the monetary policies like: a) targeting of the
monetary mass, b) targeting of the inflation, and c) monetary policy with implicit nominal anchor.
2.1 Targeting of the monetary mass
If Central Bank pursues this strategy, it declares that it will achieve a certain objective expressed in
terms of money mass growth. Pursuing this strategy is thought to have several advantages. Firstly, the
central bank under this regime is publicly accountable when there are deviations from the target because
everyone can calculate the money mass growth. Secondly under this regime the position of central bank’
policy makers about inflation seems clear. On the other hand, there are disadvantages. In order for this
regime to function in economy should exist a link (or connection) between money mass and inflation
(or nominal income). If the connection does not exist or is weak then the achievement of the money
mass objective by the central bank does not mean that the strategic objective will be achieved as well,
namely the price stability ( or low inflation ) . On the other hand monetary targeting (and central bank
that applies it) becomes untrustworthy for the public, which “acts on its own", therefore the inflation
expectations go outside the 2-4 % frame.
2.1.1 Money Mass Targeting in USA; Japan and Germany
Monetary targeting strategy was suggested by M. Friedman, given the monetarist view that a controlled
growth of money will produce as a result a controlled inflation. In ‘70s some countries adopted the
strategy of monetary mass targeting.
In the USA the experience showed that it was difficult to achieve the objective of increasing the
monetary mass control (in this case the measure M1) because during this period there were shocks
coming from innovations and liberalization in financial markets.
A more compelling reason for the failure of M1 growth target was that the Fed’s real intention was to
use interest rates to eradicate inflation rather than achieving the objective of M1. It is known that when
one’s objective is the monetary mass he loses control of interest rates and vice versa.
In Japan, the M2 monetary targeting began after the oil price shock in 1973. This shock led to high
inflation. Japan succeeded because the monetary targeting was achieved with smaller fluctuations than
in the USA, and this led to lower inflation and less volatile product.
The later experience of the years 1987-1989, was not good for the Japanese economy, because the
liberalization of financial markets, the concerns about the yen's strengthening against the dollar led to a
M2 greater increase than the target.
After 1989, the monetary mass was limited more than it should. This was the opposite direction.
According to many economists, that limitation brought stagnation and deflation in the Japanese
economy.
In Germany, was targeted a narrower mass to M3. Monetary targeting strategy was implemented with
flexibility and brought very good results, i.e. low inflation in the long term as well as short -term stability
of the exchange rate and production.
2.2 Inflation targeting
Since monetary targeting strategy was associated with the problem of a clear link between monetary
mass and inflation, many countries began to adopt inflation targeting strategy to achieve stability of the
general price level. This regime determines the level of inflation and monetary policy through its
instruments intends to guide the economy to converge to this level.
Interest rates are determined in such a way that aggregate demand answers to the determined level of
inflation. Inflation targeting implies fulfillment of certain preconditions. They are: public
communication of the medium-term inflation target, price stability has to be the primary objective of
the central bank and the latter's commitment to do everything possible to achieve this objective,
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monetary policy decisions are based on all economic variables not only on the monetary mass, increased
central bank’s transparency and increased accountability of the central bank.
2.2.1 Inflation targeting in New Zealand, Canada and UK
In New Zealand, was implemented for the first time the inflation targeting regime. Preconditions that
were met were: definition of price stability as the primary goal of monetary policy, declaring
independence of the central bank from other institutions, the definition of a medium-term inflation target
of
3-5%
and
the
central
bank's
accountability
to
Parliament.
As a result, from about 5% inflation dropped to less than 3%. Initially the cost was a deep recession
with high unemployment. After 1992, inflation remained under control and the economy expanded with
a production growth of 5% annually.
Even in Canada the UK, before the adoption of inflation targeting regime, there were pre -conditions
similar to those of New Zealand. Results achieved and costs were similar between these countries.
2.2.2 Advantages of Inflation Targeting
In the first place, to achieve the inflation target the Central Bank uses all the available information, not
only the monetary developments like in the case of monetary mass targeting. Also, the connection
money-inflation is not necessary for inflation targeting to work.
In the second place, the regime is easily understood by public through the communication of mediumterm inflation target.
In the third place, the regime means a bigger public accountability of the Central Bank.
In the fourth place, is greatly reduced the possibility of the central bank to become prey to pressures to
pursue expansionary policies and as a consequence of to get stuck in the trap of time inconsistency in
monetary policy.
In the fifth place, increased transparency and communication with the public brings clarity to the public
but also to other institutions for what it does and what is likely to do the central bank.
2.2.3 Disavantages of inflation targeting
The first problem is the late signalizing to the market about monetary policy position because the central
bank has not enough strong control over the inflation as it has over the monetary mass, and because it
takes
time
for
monetary
policy
to
act
on
inflation.
The second problem has to do with regime’s the lack of elasticity. So the criticism is that there is only
inflation targeting following and there cannot take measures in order to react to unforecasted situations.
The third problem has to do with the claim that this regime is likely to increase employment fluctuations
and it lowers economic growth. It is true that with the adoption of this regime was observed lowering
of economic growth rhythms, but it was only for the phase of inflation reducing. Further experience
showed (New Zealand, Canada) that economic growth was the same at least as before the regime. Under
this regime policymakers are aware of the fluctuations of production because medium term inflation
target is clearly above zero. This implies measures by central banks in case of deflation danger (deflation
is the enemy of economic growth and employment in the short run).
2.3 Monetary policy with an implicit nominal anchor
U.S. Central Bank (Fed) has a slightly different strategy from the two regimes above. This strategy is
based on that monetary policy should have two important features: should be based on forecasts of
future inflationary developments and prevent inflation risk.
These two features are necessary for the fact that monetary policy decisions take time to materialize
(Friedman) in the economy. If the central bank waits until appears the high inflation in the economy the
battle is lost without beginning, because every decision today will affect inflation coming one year later
and not the high inflation today.
Fed policy for the discreet use of an implicit nominal anchor can be best described by the words "leave
everything else, but do not ask anyone but act today if higher inflation is predicted in the future."
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Advantages of Monetary Policy with an Implicit nominal anchor:
1. to achieve success does not have to rely on money-inflation link.
2. in monetary policy formulation is used all available information,
3. the motto "leave everything else, do not ask anyone but act today if high inflation is forecasted
in the future" is less likely to fall into the trap of time inconsistency in monetary policy.
Disadvantaged of Monetary Policy with an Implicit Nominal Anchor
1. The lack of transparency makes Fed less accountable and the public will have to play the role
of the player that tries to find the rate of the inflation and of the production in the future.
2. The dependence of monetary policy by the personalities managing Fed.
3. Monetary policy affects the whole society but it is drafted by an elite that is not much
accountable to the public in the event of failure.

3 Monetary targeting in Albania
When inflation is under control, the informative role of the monetary aggregates increases ate the same
level that the relative “noises” of the shocks of money speed increase. According to them, this might be
a very significant reason why the industrialized countries and several other ones under development did
not support the monetary control during the period of the prices stability. The speed change of money
circulation might be attributed mostly to the instable request for money which has increased part icularly
with the advancements and the structural changes of the financial systems. The Bank of Albania has
had several objectives during these years of transition, but the main objective ascertained by law is the
preservation of the general stability of the prices. The public announcement was done making known
the annual increase norm of the aggregate indicator M3.
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Fig.1: Change in % of monetary aggregate and of inflation
Source: Bank of Albania
The analysis of the data provided by the table helps us t o arrive at some important conclusions: the
norms of the aggregate M3 change have been more fluctuating than the ones of the inflation change.
This feature makes it more difficult for the public to understand the main objective of the Bank of
Albania based only on the norms of the monetary change M3. This way it is proved that inflation,
especially for the developing economies, is not influenced only by the norm of the M3 increase, but
even by other factors such as: the fluctuations of the exchange rate, th e offer shock or the changes of
the prices in the foreign markets. What can be said about a situation like this is that for Albania the
regime of inflation targeting would be more effective than the regime of monetary targeting.
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4 Monetary Policy and the regime of inflation targeting in Albania
Our country may be considered successful in the war against inflation. In 1992 the inflation rate reached
the level of 237%, while in 1996 it reached the level of 6%. In 1997 because of the fall of the pyramidal
schemes, inflation reached high levels, however it was managed successfully. Mc Neilly (1998)
attributes the success of Albania in reaching low inflation to the early liberalization of the prices,
accompanied with the supporting policies to increase competition and the early increase of the
aggregating offer of goods and services, besides a limiting monetary policy followed by the Bank of
Albania. The direction of the monetary policy is achieved via the use of direct instruments and th e use
of the indirect ones. Until the middle of the year 1995, the money offer (M3) was controlled via the
direct instrument “Mortgage ceilings”. From 1995, the control of money quantity was done via the
interest norms of the bank deposits. In 1999, the Bank of Albania removed the mortgage ceilings for
the second-level banks. Meanwhile, if these banks had a report of the bad mortgages towards the
mortgage total over 20%, they were not permitted to give new mortgages. In 2000 (in the second part
of the year) the Bank of Albania did not use the direct instruments for the application of the monetary
policy, but the indirect ones. At the moment, the Central Bank is influencing on the interest norms via
the open market operations in treasury bills (REPO). In 2012, the average annual inflation resulted to
be 2%. The objective of the Bank of Albania is to take inflation to the annual average level of 3% for
an average-term period. The reasons for a low inflation level are related to the existence of a weak
request during this period, the negative production gap, the stable exchange, the anchored inflation
tendencies, the low increase of the input costs, the low level of the profit margins by the businesses. If
we could do an assessment of the monetary policy based o n the inflation, it would be considered a
successful policy. However, the control of money offer cannot be considered the “best” tool for the
inflation control under the conditions when several requirements should be fulfilled, such as:
transparency, credibility and stability. Hadëri and Mytkolli, Kunst and Luniku (1998), Kolasi, Çeliku
and Harshova, 2001, have reached at the conclusion that money connection to inflation is weak. This
means that in Albania inflation depends on other macroeconomic factors except for the control of
monetary offer. Exchange rate is among the most important factors that influence on the inflation
pressures (Hadëri 1999). The exchange rate influences on the inflation rate in three ways: (i) in the
consumption of the import goods, in such a way that the underestimation of the domestic currency will
increase the price of the import goods influencing even on the imported inflation increase; (ii) in the net
exports of a country; (iii) in the investment level. As these three elements a re part of the aggregate
request, and the exchange rate change will influence on these components, even the country aggregate
request will change and consequently even the inflation pressures in the country. Except for the
exchange rate, even the fiscal policy has a significant importance in the inflation pressures of the
country. Based on the abovementioned reasons, that the inflation does not depend only on the monetary
factors, the Bank of Albania did not have the monetary indicators as its main objective, but it intended
to keep the inflation under control. To achieve this goal, in its strategic document “Average -term
development plan of the Bank of Albania 2003-2005”, it was written that: “… suitable regime is
considered the inflation targeting regime …”. IT regime results to be successful if it is applied in a
surrounding with a stable macroeconomic and institutional stability, and if it is understood and
welcomed by the economic agents and subjects.
Table 1. Main macroeconomic indicators
2008
Inflation (year over year, period average)
Basic inflation (in %)
2.8
Total inflation (in %)
3.4
Economic increase
Real increase of GDP (%)
7.5
GDP (with current prices, in 1,089,293
million lek)

2009

2010

2011

2012

1.4
2.3

1.7
3.6

3
3.5

1.5
2

3.3
1,148,082

3.81
1,222,462

3
NA

1.62
NA
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Job market
Number of the employees (in
thousands)
Unemployment rate
Fiscal sector
Budget balance (with the grants, in
% of GDP)
Public debt (in % of GDP)
Budget incomes (in % of GDP)
Budget expenses (in % of the GDp
Foreign sector
Current account (in % of GDP)
Goods imports (in % of GDP)
Goods exports (in % GDP)
Foreign Direct Investments (in % of
GDP)
Tools of currency reserves (million
euro, end of the period)
Monetary and financial sector
REPO-s norm (end of the period)
Aggregate M3 (annual increase,
end of the period)
Mortgage for the private sector
(annual increase, end of the period)
12-month yield (annual average)
Average exchange rate, lek/USD
Average exchange rate, lek/EUR
Effective nominal rate, NEER

974.1

899.3

916.9

928

922.52

12.7

13.7

13.5

13.3

13.32

-5.5

-7

-3.1

-3.5

-3.4

54.7
26.7
32.3

59.4
26
33

58.5
26.6
29.7

59.4
25.4
28.9

60.92
24.4
27.8

-15.6
37.7
10.3
7.5

-15.3
35.1
8.6
8.2

-11.5
36.7
13.2
8.9

-12.1
39.3
15.2
8.1

-9.22
35.82
15.42
7.62

1,675

1,646

1,912

1,912

20,242.00

6.25
7.7

5.25
6.8

5
12.5

4.75
9.2

4
5

32.2

11.7

10.6

10.4

1.5

7.98
103.9
137.8
113.4

7.34
100.84
140.34
113.8

7.03
108.24
139.02
113.69

8.16
83.9
122.8
99.7
Source: Bank

9.17
95
132.1
107.1
of Albania

In connection to the macroeconomic developments in the country, we can say that during the year 2012
the country was characterized by a positive economic increase but at lower levels than the previous
year, mainly because of the low aggregate request, the low level of the mortgage and the existence of a
high insecurity. The unemployment level remained at the level of 13.3%. This figure is the same with
the one of the previous year, which is a significant indicator with regard to the declining effect it has
got on the salaries and the other job costs. The exchange rate was relatively stable, which is a trend that
had a positive impact on the inflation level within the objective defined by the Bank of Albania. The
financial market was influenced even by other international factors which were connected with a high
insecurity even because of the unpredictable fluctuations of the international financial markets. Thus,
during the year 2012, the Bank of Albania took some measures for the decrease of the base interes t rate.
These measures influenced on the improvement of the liquidity situation in the country and even on the
decrease of the monetary aggregate M3. The other group of the macroeconomic policies, fiscal policy,
had a reducing impact in the level of the budget deficit in report with GDP – compared to 2011. The
decrease of the budget deficit mostly came as a result of the increase of the expenses on public
investments. With regard to the foreign sector, we can notice a decrease in the current account deficit
because of the foreign and domestic request. Financial and capital account marked an overflow of 607.4
million euro in 2012, which ensured the financing of the current deficit in the measure of 90.5%. The
biggest income flows (obligations) had the form of foreign direct investments. The net foreign direct
investments achieved the value of 541.4 million euro, which is a figure about 22% higher than in 2011.
The greatest part of the FDI has entered in the form of the securities (shares) and in the form of th e
reinvestments of the investment profits.
4.1 Inflation Targeting. Advantages and disadvantages in Albania
As the inflation is influenced by several factors, the use of the monetary regime cannot be optimal for
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countries like Albania. Therefore, in 2005 the Bank of Albania decided to pass to the IT regime for an
average-term period. According to Cukierman and Liviatan. 1992; Svensson 1997, IT is based on the
idea that the best mediate objective of the monetary policy, which targets the inflation control, is the
prediction of the inflation itself.
4.1.a. The favourable conditions for the Inflation adaption in Albania
The application of the IT needs an environment with a stabilized inflation for a period of at least 2-3
years. During 2011-2012, inflation did not go beyond the level of 4% in an annual average level.
Another important precondition for the application of this regime is the execution of a flexible exchange
rate regime. From the second period of the year 1992 and in continuation, the Bank of Albania follows
the policy of the free exchange rate, where the price is defined by the market. From 1992, the Bank of
Albania has followed a policy of the exchange rate, which implies a non -intervention of the Bank in the
market. In its currency policy, the Bank of Albania predicts to interfere in the market only when
speculations are noticed in the market, which may be accompanied with considerable fluctuations of
the currency far from the tendency which showed up over the years. The successful applicatio n of this
regime requires a budget deficit of 3% in report to GDP. The preservation of the budget deficit under
the level of 3% in report with the domestic gross product and the prohibition by law of the budget deficit
financing by the Bank of Albania created facilities for the application of the Inflation Targeting regime.
Another favouring factor for the application of the IT is connected with the legal and institutional
framework of the Bank of Albania. The current law of this institution guarantees a high level of legal,
economic and operational independence. With regard to the transparency level, attempts have been
made to increase the transparency level in order to make the policies followed by the Central Bank as
understandable for the public as possible.
4.1.b. Problems caused by the Inflation Targeting adaption
As it was mentioned even in the above paragraphs, the law guarantees to the Bank of Albania a high
independence level, but is this a real independence? At this point, it is important to achieve the full
elimination of the budget deficit financing by the Central Bank. This measure would give to the Bank
the opportunity to avoid the government interventions in the application of the monetary policy. The
successful adaptation of the IT regime requires that the public understand the mechanism of the
monetary policy transmission, the inflation causes, the way how the Albanian economy functions
generally and the improvement of the economic statistical data. These issues may be managed even by
the Central Bank. However, there are several factors which are not under the control of the Bank, such
as: the prices control by the government, the fiscal discipline, the decrease of the emigrants’ remittances,
financial system stability, etc. With regard to the prices control by the government, we can say that it
would be damaging firstly for the trade economy functioning. The fiscal discipline is an important factor
for the successful application of the IT, as a fiscal policy which would increase the money qua ntity in
circulation, would further increase the inflation pressures. The progress of the financial system is
another important component for the monetary policy. The development level of the Albanian financial
system is not enough to have an effective monetary policy. This happens because the stock market and
the money trades do not function. While, with regard to the competitiveness level of the second -level
banks, we can say it is at a satisfactory level considering the number of the ones which operate in the
market, their quality and the quantity of the services they offer to the client.
4.1.c. Other alternative regimes
Other alternative regimes which were mentioned even above are the specification of the exchange rate
“just do it”. In Albania the major part of the goods and the services is ensured via the import. This makes
us think that this regime would be suitable for our country. However, it is considered unsuitable because:
(i) there should be sufficient monetary reserves at any moment to keep a stable exchange rate; (ii) the
risk for an overprice of the real exchange rate. “Just do it” regime was excluded as an oppo rtunity as
the Bank of Albania does not have the same reputation as the FED.
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5 Conclusions




Even though the monetary regime has kept the inflation at specific levels, it may not secure
this stability even in the future.
The use of the alternative regimes, as the one of the Inflation Targeting, would be a good
alternative to transmit the efficiency of the monetary policy, even though there are some
problems.
The successful adaptation of the Inflation Targeting requires th e accomplishment of several
conditions which are always easy to be achieved.
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Abstract. This paper raises the issue of employability of Persons with Disabilities in
Macedonia. Theoretically reviews the Medical and Social models of Persons with
Disabilities (PWD), as well as analyses the international disability rights instruments – UN
Convention on the Rights of Persons with Disabilities – and the European Union
legislation – Directive on Equal Treatment in Employment and Occupation. The paper
thoroughly describes the legislative and strategic framework of Macedonia attempting
employment of PWD. It concludes that Macedonia is significantly lagging behind in
reforming its social service sector, particularly its system for employment protection of
PWD. Public support for employment of persons with disabilities is based on medical
diagnosis and partial social actions have been taken to fully integrate these individuals into
the society. Public measures are primarily focused on providing small financial support,
which goes with remarkable lack of statistical data and reporting on the results. The paper
calls for transforming public measures in favor of employability of PWD.
Keywords: employment, persons with disabilities (PWD), barriers, equality;

1 Introduction
Paid work is an important part of our lives. It provides an opportunity to earn an income and also to
have social and political status. Work is where many social relationships are formed and social status
established. Without the opportunity of working, integration into society can be limited. In add ition,
poverty, stemming from unemployment or poor wages, may restrict social and leisure pursuits .
Employment helps individuals to define a place in the community. Being employed is essential aspect
of culture and identity. Persons with disabilities have very poor employment outcomes compared to the
non-disabled part of the labor force. They are more likely to be unemployed for longer periods and face
higher risks of losing their jobs than non-disabled people. At present in European Union, 78% of persons
with disabilities are totally excluded from the workforce. Most of them are obliged to depend on welfare
grants to survive and as a result, their income is considerably lower than that of non -disabled people’.
This is despite the extensive human rights legislation on international level, which does not allow for
discrimination on the grounds of disability if the country is to be considered democratic. An indicator
which marks high levels of disability awareness and inclusive policies of a country include, inter alia
is the prevalence of labor market employment over special enterprises, quota and other forms of
subsidized work for the disabled. It would also determine the status of persons with disabilities in society
as equal with the other citizens. In order for this to happen series of polices need to be developed and
implemented, which means adequate legislation, institutional framework and budgets, that will ensure
proper adaptations in the environment, access to education and training in mainstream schools and
settings, availability of personal assistance and peer counseling, support on the job and effective
prohibition of discrimination on the part of employers. Countries have their own specifics when dealing
with employment of special target groups of citizens such as PWD. Macedonia, being still a country in
development, is lagging behind in reforming its system for employment protection of PWD. It should
establish a special system for needs assessment in employment of PWD, which should determine the
resources to be given for this purpose.
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2 Medical and Social model for disabled people
The literature defines the disability as "any restriction or lack (resulting from an impairment) of an
ability to perform an activity in the manner or within the range considered normal for a human being'.
A disability may or may not constitute a handicap, which is defined as "disadvantage for a given
individual, resulting from an impairment or disability that limits or prevents a role th at is normal
(depending on age, sex and social or cultural factors) for that individual" The literature shows that the
biggest barrier to gaining and advancing in employment the disabled people is the negative attitudes
often displayed by employers and co-workers towards disabled people. There are several types and
models describing disabled. This paper reviews two models, the so -called models of Medical and Social
for PWD.
2.1.

The Medical model of disability

The medical model of disability is built around the concept of sickness, diagnosis and incapacity. Under
the medical model, PWD are defined by their illness or medical condition. They are disempowered:
medical diagnoses are used to regulate and control access to social benefits, housing, education, leisure
and employment. The medical model promotes the view of a disabled person as dependent and needing
to be cured or cared for, and it justifies the way in which persons with disabilities have been
systematically excluded from society. The disabled person is the problem, not society. Control resides
firmly with professionals; choices for the individual are limited to the options provided and approved
by the 'helping' expert. The medical model is sometimes known as the ‘individual model’ because it
promotes the notion that it is the individual disabled person who must adapt to the way in which society
is constructed and organized; there is no suggestion that society needs to change. Thus persons with
disabilities are made entirely dependent on medical doctors, th erapists, social workers and other
professionals, as well as on care-givers.
Setting up institutions, special schools and enterprises, day -care centers and other special facilities
displays an approach, which is fully consistent with the medical model and calls for ‘looking after’ or
‘taking care’ of the people with disabilities. The control lies with the experts and administrators;
disabled person has to obey others’ decisions. No effort is made to have the environment accessible and
friendly because it is not meant to be for persons with disabilities. Disability movement though argues
that neither is provided at high quality level, and special education schools fail to develop skills and
competences that will make persons with disabilities competitive on the labor market, which makes
special enterprises, quota system and subsidized jobs inevitable.
2.2.

The Social model of disability

The social model has been developed by persons with disabilities in response to the medical model and
the impact it has had on their lives. Under the social model, disability is caused by the society in which
we live and is not the ‘fault’ of an individual disabled person, or an inevitable consequence of their
limitations. Disability is the product of the physical, organizational and attitudinal barriers present
within society, which lead to discrimination. The removal of discrimination requires a change of
approach and thinking in the way in which society is organized.
The social model takes account of persons with disabilities as part of our economic, environmental and
cultural society. The barriers that prevent any individual playing a part in society are the problem, not
the individual. Barriers still exist in education, information and communication systems, working
environments, health and social support services, transport, housing, public buildings and facilities. The
devaluing of persons with disabilities through negative images in the media – films, television and
newspapers – also acts as a barrier. The social model has been developed with the aim of removing
barriers so that persons with disabilities have the same opportunity as everyone else to d etermine their
own life styles. It has fundamentally changed the way in which disability is regarded and triggered
adoption of national disability anti-discrimination laws in a number of countries around the world. Thus,
the disability is an ‘evolving concept’ and it ‘results from the interaction between persons with
impairments and attitudinal and environmental barriers that hinders their full and effective participation
in society on an equal basis with others’. “The social model of disability should not be considered as a
monolithic entity, but rather as a cluster of approaches to the understanding of the notion of
disablement”. In the past two decades, and even more so in recent years, there has been an important
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paradigm shift affecting the development of new legislation and policies concerning persons with
disabilities (PWDs), from segregation to integration, from institutionalization to mainstreaming, from
the medical model of disability being viewed as a condition to be treated, to the social model of disability
focusing on the removal of disabling barriers in the environment that hinder full participation in society.
Disability Rights Instruments
In many countries new disability legislation has been adopted which makes discrimination on the
grounds of disability illegal along with requirements for equal treatment through removal of barriers in
the environment, including the attitudes, and compensation of the impairment related deficits through
technical aids and personal assistance, including peer support and empowerment of the disabled
individuals.
Among different instruments across the globe aiming proper treatment of PWD, the paper is focused on
the most relevant instruments such as the UN Convention on the Rights of Persons with Disabilities
(UN CRPD) and the European Directive on Equal Treatment in Employment and Occupation.
UN Convention on the Rights of Persons with Disabilities (UN CRPD)
UN CRPD is the first comprehensive human rights treaty of the 21st century and is the first human rights
convention to be opened for signature by regional integration organizations. The European Union signed
the Convention on the 30th March 2007 and ratified it on the 23rd December 2010. The Convention
entered into force on 3rd May 2008. It does not provide persons with disabilities new rights; it re-confirms
the human rights of all people being valid for the disabled as well. There are eight guiding principles
that underlie the Convention and each one of its specific articles:









Respect for inherent dignity, individual autonomy including the freedom to make one's
own choices, and independence of persons
Non-discrimination
Full and effective participation and inclusion in society
Respect for difference and acceptance of persons with disabilities as part of human
diversity and humanity
Equality of opportunity
Accessibility
Equality between men and women
Respect for the evolving capacities of children with disabilities and respect for the right
of children with disabilities to preserve their identities

Article 27 of the Convention is explicitly dedicated to work and employment. It requires ‘State Parties
to recognize the right of persons with disabilities to work, on an equal basis with others; this includes
the right to the opportunity to gain a living by work freely chosen or accepted in a labor market and
work environment that is open, inclusive and accessible to persons with disabilities. States Parties shall
safeguard and promote the realization of the right to work, including for those who acquire disability
during the course of employment, by taking appropriate steps’.
European Directive on Equal Treatment in Employment and Occupation
The European Directive on Equal Treatment in Employment and Occupation was adopted in November
2000 – eight years before the UN CRPD. The Directive prohibits any discrimination, be it direct or
indirect, in the field of employment, vocational training, pay and working conditions and membership
in organizations of workers or employers on several grounds, including disability.
It is binding only for the EU Member States. The European Commission has the right to take any
Member State that fails to adopt such laws or transpose them incorrectly to the European Court of
Justice. The Court is also responsible for a uniform interpretation of the Directive.
European Union Member States were required to adopt national laws to ensure compliance with the
Directive by December 2006. Unfortunately, the directive is still far from having been implemented at
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level-playing field in all countries. This legislation being quite a useful and strong instrument, the
priority is still at national level to make sure that it is implemented and used by persons with disabilities
who have been discriminated against. Among the substantive provisions of the Directive, an article on
reasonable accommodation is of crucial importance to persons with disabilities. Reasonable
accommodation means that the employer must take measures to adapt the working place to a disabled
employee, such as removing physical barriers by installing ramps, facilitating access of visually
impaired employees to information technologies, or altering working times to accommodate the needs
of disabled workers. Failure to provide reasonable accommodation constitutes discrimination for the
purpose of the Directive. The Directive applies to all natural and legal persons in the European Union,
regardless of whether they are nationals of Member States, and to both public and private employers
(whatever the size of the company or the number of employees is). Anyhow, the Employment Directive
bares limitations such as: the not strong enough language of the Directive, and its inadequate
transposition on the national level. The Joint Employment report of 2011 has underlined that more
targeted efforts are needed to support specific groups such as the disabled. The first data published on
the situation of persons with disabilities in the labor market (European Labor Force Survey 2002 ad hoc
module) shows a very low rate of participation in employment: 78% of the people with ‘severe ’
disabilities of working age are outside the labor force as compared to 27% of people without disabilities.
Also the unemployment rate is twice as high for disabled job seekers. People with disabilities are largely
excluded from the labor market because they are often seen as targets of socio-political measures rather
than as potential assets on the labor market. Mainly, disabled people are disadvantaged in the type of
participation in the labour force by underemployment - 'poorly paid, low-skilled, low-status jobs which
are both unrewarding and undemanding.
Employment of persons with disabilities – the case of Macedonia
In Macedonia, persons with disabilities are still largely seen as objects of charity rather than citizens
with the same human rights as other individuals. It is still very rare to find a disabled person in a
decision-making position in Macedonia. Persons with disabilities have inadequate educational
opportunities. Macedonia has ratified the UN Convention on the Rights of Persons with Disab ilities in
2011. This was a major step in the country’s commitment “to promote, protect and ensure the full and
equal enjoyment of all human rights and fundamental freedoms by all persons with disabilities and to
promote respect for their inherent dignity”, but still the progress is not visible. Several reports by
national and international stakeholders show that most of the PWD are still unable to exercise their right
to education. According to these reports it is estimated that only 15% of children with disabilities are in
education, mainly in specialized institutions. The lack of psychologists and education specialists
employed in schools, and the existing discrimination against children with disabilities, prevent their
inclusion in the education system. In Macedonia, several initiatives for integrated and/or inclusive
education have been undertaken, but without a coherent strategy from the Ministry of Education. PWD
in Macedonia can only find jobs in segregated, protected workplaces that do not contribut e to their
social integration. To date, little effort has been made to identify and develop the real capacities of PWD
to work in the open market, rather than in sheltered companies. The last European Commission report
on the progress made by the Republic of Macedonia towards EU membership, states that little progress
has been made in achieving an efficient and inclusive labor market, poverty remains high and inclusion
of people with disabilities and other socially excluded groups remains weak.
2.3 Legislation and strategies
Employment of persons with disabilities in Macedonia is regulated by a special legislation – Law on
Employment of People with Disabilities – which sets the conditions for the employment of persons with
disabilities. The Law on Employment of Persons with Disabilities was combined with setting up of a
Special Fund to finance the activities that aim at improving the conditions for employment and work of
disabled people. It gives opportunities for adaptation of the work place, procurement o f equipment,
vocational training of persons with disabilities for specific assignments according to the employer’s
needs and the needs of the disabled people, as well as the benefits that the employer is receiving for
taxes relief. This Law regulates the s pecific conditions for employment and working of persons with
disabilities, when they run their own business, when they are employed in companies owned by other
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owners and at the same time it regulates the conditions for establishing a sheltered company fo r
employment of disabled people. The National Strategy on Equality and Non-discrimination 20122015,was enacted in 2011 with special emphasis on the discrimination field, which is faced by the most
vulnerable groups in the country. This document included actions for employment and job opportunities
for people with mental and physical impairments on an equal basis with others. The activities designed
to achieve the strategic goal are focused on strengthening the capacity of all stakeholders to implement
the appropriate adjustments in the workplace for people with mental and physical disabilities. National
Strategy on Alleviation of Poverty and Social Exclusion 2010-2020 the main strategic objective is to
reduce poverty and social exclusion in the country, through better use of available human and material
resources, improvement of living, working and social conditions for all citizens and institutional co activity in the function of accelerated development, higher standards and better quality of life. National
Strategy on Equalization of the Rights of the People with Disabilities (revised) 2010- 2018 is another
strategic document which aims to improve the position of Persons with disabilities to a position of equal
citizens who enjoy all rights and responsibilities. The strategy was firstly adopted in 2000 and was based
on European and national legislation and on the Standard Rules for Equalization of the Opportunities
for PWD.
Anyhow, the labor legislation must not contain any provision that discriminates a gainst PWD
concerning their employment. At the same time, the Government should institute support programs on
inclusion of persons with disabilities in the labor market.
Employment situation of people with disabilities in Macedonia
In general, large organizations, are more likely than smaller organizations to proactively recruit people
with disabilities, to have formal return to work or disability management programs, and to accommodate
the needs of employees with disabilities. Small employers typically have no trained staff to manage
work accommodations, limited opportunities for shifting workers with disabilities into other jobs in the
company, and often lack generous health or disability benefits. According to the data of the State
Statistical Office of 2013, the labour force in the Republic of Macedonia numbered 952 327 persons, of
which 678 467 were employed, while 273 860 were unemployed persons. The activity rate in this period
was 57.1, the employment rate was 40.7, while the unemployment rate was 28.8. 36% of the social care
beneficiaries in the country are persons with disabilities (20,402 persons). Civil society organizations
and associations of persons with disabilities count 90,000 members, but the data are not officially
proved.
Based to the official data from the Employment Service Agency of the Republic of Macedonia, the total
number of registered unemployed disabled people is like following:
Table 1. Number of unemployed PWD in Macedonia
Year

Unemployed PWD

Women

2009
2089
715
2010
2326
809
2011
2165
777
2012
2034
753
Source: Employment Service Agency of R. Macedonia
The segregated data by age of unemployed people with disabilities in the Republic of Macedonia shows
increase to the category of people aged between 25 and 54 years.

Table 2. Unemployed PWD by age
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Year

Total

15-19
years

20-24
years

25-29
years

30-34
years

35-39
years

40-44
years

45-49
years

2009
2010
2011
2012

2089
2326
2165
2034

42
195
268
272
287
221
239
37
206
318
295
341
256
253
33
192
287
271
298
252
220
21
164
265
261
276
246
212
Source: Employment Service Agency of R. Macedonia

50-54
years

55-59
years

232
263
280
250

199
216
208
214

60 Y
and
more
116
141
124
125

According to the data of the Employment Service Agency, there are around 393 registered sheltered
companies in the country, which employ around 3442 persons with disabilities.
2.4 Applied measures for employment of people with disabilities in Macedonia
Persons with disabilities who are registered as unemployed in the Employment Agency are being also
included in active labor market measures carried out by the Government o f Republic of Macedonia and
the Employment Agency, in accordance with the Operation Plan for active employment programs and
measures for 2012 and 2013.
According to the Operational Plan for active employment programs and measures for 2012 and 2013,
the Employment Agency is subsidizing the employment of disabled people. Subsidies are granted in
accordance with the Law on Employment for Persons with Disabilities and the Rules on the criteria and
the manner of allocation of grants from the Special Fund for improvement of the conditions for
employment and work of the disabled persons. The total amount forecasted for 2012 for these measures
is €3. 040.650 (187.000.000 MKD), covering 200 registered unemployed persons with disabilities and
300 registered unemployed persons with disabilities with a budget of € 3.121. 951 (192,000,000 MKD).
The same source shows that the Special Fund within the Ministry of Labor and Social Policy, which
supports employment of people with disabilities during the past three years, ha s supported around 1900
people. The Special Fund grants are awarded for employment of persons with disabilities under open ended contracts, for adaptations of the workplace, procurement of equipment and vocational training of
disabled persons for the purposes of employment.
Anyhow, in general based also on the data above and its approach, Macedonia is significantly lagging
behind in reforming its social service sector, particularly its system for protection of PWD. The current
system dates back to the Socialist Federative Republic of Yugoslavia when a medical model of extensive
and strongly institutionalized services had been provided. The process of transition which started in
1991, after the country’s independence, reduced the social sector’s financial resources and
consequently, the level of care and benefits enjoyed by persons with disabilities. Only partial social
actions have been taken to fully integrate these individuals into the society, and they primarily focused
on providing small financial support. Given the UN CRPD provisions, which after the ratification by
the Macedonian State in December 2011, it would be necessary to consider the entire disability related
legal framework and make it in compliance with the Convention. Part of it will certainly cover
employment policies. This will require a comprehensive review of the general employment legislation
– not for persons with disabilities alone – with UN CRPD as a framework of reference. Given that
current policy documents, developed quite recently in Macedonia, have similar goals, it should not be
impossible to modify them and bring them in line with modern practices of effective employment of
persons with disabilities in the mainstream labor market.

3 Conclusions
Despite the UN CRPD and its massive ratification by many countries, including the European Union,
despite the European legis lation on non-discrimination and equal treatment in employment, neither EU
Member States as a whole nor any particular country including Macedonia, has achieved remarkable
results in employment of persons with disabilities. Nevertheless, inclusive employme nt measures and
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mainstreaming of the employment promotion activities is proclaimed on political level across EU.
Macedonia does not represent any exception in this regard. It is quite obvious that the Macedonian state
allocates vast financial resources in employment of persons with disabilities, which goes with
remarkable lack of statistical data and reporting on the results. Available numbers show very few people
with disabilities in employment, which calls for comprehensive evaluation of the existing policy
measures and programs. One of the reasons could be seen in the education system – few persons with
disabilities are well educated and skillful to compete on the open labor market – though lack of
accessibility in the mainstream environment and personal supports, cumulatively, could also contribute
to low effectiveness of the policy measures. Public support for employment of persons with disabilities
in Macedonia follows the general disability assessment procedures and is based on medical diagnosis.
This approach limits the opportunities to respond to the needs of persons with disabilities, which are
strictly related to employment – education, professional skills, social skills, transport, technical aids,
personal assistance on the job, etc. It is necess ary to establish a special system for needs assessment in
employment, which should determine the resources to be given to each individual in order to perform
on a particular position when hired. This implies transforming public measures in favor of employability
of PWD in Macedonia. Application of such individualized approach is not only in line with the
principles of the international Conventions, but ensures better effectiveness and efficiency of the public
expenditures.
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Abstract. This paperthesis analyses the performance of Microfinance Institutions of type
NGO/NBFI for period from 2002 to 2011, in the five Post-Conflict countries in the Balkan
Region, referring to financial and operational data published on credible websites and
articles, opinions, and papers. Based on the conclusions deriving from the analyses done
in this paper, but also comparing to conclusions and other different opinions given by
different actors of the financial industry, subject of this thesis intends to identify the
causes for deterioration of performance of Microfinance Institutions in post -conflict
countries market, in the years of 2008 and on.While many factors that drives detorioration
of performace of MFIs might be external and therefore not controlled, there are internal
factors and controlled. This thesis treats internal factors - the controlled factors such as:
1) Time to reaction/flexibility/agility;
2) Cost Efficiency and productivity;
This paper conclusion is that the microfinance is a risky business that is highly affected
by the external factors. In order to balance this risk and to survive the crises, MIFs needs
to remain reactive, efficient and productive.
Key words: Microfinnce Institution, Efficency, Effectivnes, Best Practises

1 Introduction
Last updated data regarding MFI industry are showing that due to difficulties in micro financial market
(difficulties with funding) and external environment as well (non-financial performance indicators),
non-efficiency and no profit is noticed overall MFI s, mainly due to lack and not well defined cost
structure, imbalance between operation costs and their portfolio; Therefore there is a need / MUST for
practical approach to intelligent analyses for cost management with the main aim of improving
efficiency and increasing profitability (balancing of operational cost vs existing portfolio) .

2 Statement of the purpose and scope of the study
The main purpose of this study is two folds:


What are main factors for performance deterioration of the performance for MFI’s under study
for the selected countries?
 To test whether the falling down the efficiency/productivity, is an important factor for
performance deterioration of MFI’s under study?
The study only utilizes 6 indicators and makes the generalization for 5 countries under investigation.

3 Literature review
3.1 Efficiency drivers in MFIs:
Todd Farrington, a financial economist who has evaluated MFIs with Private Sector Initiatives/Micro
Rate since June 1997, has evaluated the efficiency in Microfinance Institutions using Benchmark and
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Inefficient Models , has explained the efficiency driver and the impact of the efficiency in
increase/deterioration of MFIs profitability.
Farrington’s model of study used to treat factors that contribute to, and hinder, efficient microfinance,
explains the following:
Measuring Efficiency:




The Administrative Expense Ratio (administrative expenses as a percentage of average gross
portfolio);
The Number of Loans per Loan Officer (reflects the productivity of the field staff);
The Ratio of Loan Officers to Total Staff (is a proxy for the institution's ability to allocate
resources to its core business: lending)

Efficiency Drivers:
If these ratios are the measures of efficiency, what factors drive their change? For this purpose he has
considered five important efficiency drivers:






portfolio size,
loan size,
lending methodology,
the source of funds, and
the salary structure:

Profitability of MFIs
Profitability measures:
Any ordinary business is most concerned with its profitability, since if there is no basis for profit, or
break even, the business will seize to exist. MFIs differ a bit, since subsidies and donations work as a
kind of safety net for some institutions, so that other priorities come first. However, due to the rapid
growth of the industry, profitability has become an important priority and a step in becoming
sustainable, and it is therefore important to know different ways to measure profitability.
Profitability ratios are used to determine the company's bottom line and are important to company
managers and owners alike. If a small business has outside investors who have put t heir own money
into the company, the primary owner or manager has to show profitability to the equity investors. The
ratios show a company’s overall efficiency and performance and are in general divided into margin
ratios and return ratios. Margin ratios represent the firm's ability to translate sales dollars into profits at
various stages of measurement. Ratios that show returns represent the firm's ability to measure the
overall efficiency of the firm in generating returns for its investors.
Return ratios are becoming increasingly important for MFIs due to their increasing use of investors.
Return on assets and return on equity are the most important ratios.
i) The Return on Assets ratio (ROA), also called return on investment, is an important profitability
ratio because it measures the efficiency with which the company is managing its investment in
assets and using them to generate profit. It measures the amount of profit earned relative to the
firm's level of investment in total assets. The return on assets ratio is related to the asset
management category of financial ratios.
ii) The Return on Equity ratio (ROE) is perhaps the most important of all the financial ratios to
investors in a company. This ratio measures the return on the money the investors h ave put into a
company. This is the most important ratio that potential investors look at when deciding whether
or not to invest in the company In general, the higher the percentage, the better, as it shows that
the company is doing a good job using the investors' money. Sarah Guntz in Research Paper with
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title “Sustainability and profitability of microfinance institutions”, explains how It is widely
known that providing loans to micro-entrepreneurs has a relatively attractive potential to generate
profits and growth. In some areas, like Asia, Africa and Latin America the profitability of MFIs
is already squeezed by greater competition in the industry (Lascelles, 2008). She also explains
how and what kind of costs, revenues and interest rates MFIs generate

4 Methodology
As it is indicated before, Microfinance Institutions (MFI s) are known for their dual orientation; however
they need to remain at least self-sustainable, in order to continue their mission.
MFI Sector has had a good progress in Balkans during last decade, but serious problems have appeared
in 2010, because of the following indicators:







Financing structure;
Fast and not under control growth;
Efficiency;
Expense;
Profitability; and
Risk indicators (unsound credit risk);

The following Hypothesis has been set to test:
1)
Was it a weak reaction against external changes, an important factor for performance
deterioration?
2)
Was it a falling down the efficiency/productivity, an important factor for performance
deterioration?
Todd Farrington Model: Model of (In) Efficiency has been utilized using the following indicators:
MFIs Characteristics:





Total Assets
Equity
Total Offices
Personnel (Total number of staff members)

Overall Financial Performance/ Profitability Ratios:



Return on Assets (ROA) ratio
Return on Equity (ROE) ratio

Expense Indicators



Operating Expenses / Average Asset Ratio
Provision for Loan Impairment / Assets Ratio

Efficiency Indicators



Cost per Loan (CPL)
Cost per Borrower ratio (CPB)

Outreach Indicators



Number of active borrowers
Average Loan Size
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Productivity






Borrowers per Staff Member ratio
Loans per Staff Member
Borrowers per Loan Officer
Loans per Loan Officer
Personnel Allocation Ratio

Mix data taken for Mix Market website for MFI s of five countries in Post-Conflict Countries in Balkan
for period 2002- 2011 (attached).

5 Analyses of findings
Overall Financial Performance:
Return of Assets (ROA) and Return on Equity (ROE) as usual indicators used to measure financial
performance on an institution over prior period of time, shows the following results for MFIs under
study, for period 10 years, from 2002 to 2011:
Return on assets
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Fig. 1: Return of Assets Ratio for MFIs under study (2002 – 2011)
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Fig 2: Return of Equity Ratio for MFIs under study (2002 – 2011)
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6 Summary, Conclusion and Point of Departure
In this paper Todd Farrington Model: Model of (In) Efficiency of MFIs and other different indicators,
such as: Overall Financial performance indicators, Expense ratios, Efficiency and Productivity ratios,
outreach indicators, MFIs characteristics, and other different indicators and best practices are used to
analyze the efficiency and productivity in MFIs in Post Conflict countries.
According to analyzes and findings, utilizing Todd Farrington’s model for evaluation of th e efficiency
in Microfinance Institutions, shows usefulness of the usage of the efficiency ratios, in further
investigation of the impact of the efficiency, in increase/deterioration of MFIs profitability. As a
conclusion when utilizing Farrington’s model for analyzing efficiency in MFIs of five countries under
study, we conclude that portfolio quality was a key factor in reducing administrative and provisioning
expense, yielding increase of profitability. However when other efficiency drivers (portfolio s ize and
loan size) and indicators (cost per loan ratio, and cost per borrower ratio) were considered during
analyzes, we came to a conclusion that the efficiency drivers such as: portfolio size and loan size are of
big impact in the deterioration of financial performance of the MFIs under study. To interpret this we
use the case with MFIs in Bosnia and Herzegovina in 2009, where deterioration of portfolio quality,
uncontrolled growth and effect of double funding (wrong lending methodology) have deteriorat ed
overall financial performance of MFIS in this country.
Utilizing other financial indicators, such as: return on assets (ROA) and return on equity (ROE) for
analyzing profitability of MIFs under this study, we noticed deterioration of these ratios occurring in
2009 and 2010, due to high impairment losses starting in 2008 and to be followed by 2009 and 2010.
Worsen deterioration is noticed in MFIs Bosnia and Herzegovina with deterioration of ROA ratio from
4.6% in 2008 to -5.5% in 2009, and similar with Kosovo MFIs, with deterioration this ratio for 2.5% in
2008 to -0.2% in 2009, and deteriorating further to -3.2% in 2010, due to higher impairment loses in
2010, fast and not under control growth.
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Abstract : This paper is about accounting system that is lectured to scholars and in a
same is used by companies. In actual business environment companies are dealing with
two stakeholders; government is interested to collect taxes and shareholders are interested
to collect their profit and dividend. Moreover, current accounting system in place, most
companies consider equity capital as a free resource. In this paper author had discussed
about equity capital, pension accounts, EVA and employs role and decision making .
Keywords: Accounting, EVA, Equity Capital

1 Problems with Accounting
Because of company growths, international markets and rapid changes in the business environments,
many businesses are outsourcing services, and their shareholders are employing companies and
professionals to manage their accounting. While the best practices are in place in the field of project
management, information technology and risk analysis, the accounting and corporate governance
techniques and rules are outdated. Accountants and accounting companies are reporting to shareholders
information’s about profit and in the same time they are declaring taxes to the government. In this,
situation companies are dealing with two stakeholders; government is interested to collect taxe s and
shareholders are interested to collect their profit and dividend. Many businesses and governments have
faced in the past and are continuing to face many problems related to finances (e.g. Enron, WorldCom,
Greece). In many cases managers are tricked to bring decision based on the reports which are produced
by the accountants, while those reports are not providing all the necessary information’s which can be
used in the proper decision making process.

2 Equity Capital
According to the current accounting system in place, most companies consider equity capital as a free
resource (Stewart, 2002), and they use this capital in order to finance new projects without placing any
economic value on those funds. However, cost of equity is not a cash cost but it is an opportunity cost
and accountants should be aware and they should be transparent regarding accounting profit and
economic profit. For example in the company where I am employed, Post and Telecom of Kosovo,
terminology such as economic profit, cost of capital and net present value are not considered during the
process of investment evaluation. In elaborating cost of capital or applying EVA formula, using the
simple example when initially considering projects, a project may seem that is providing ret urn on
investment per say 5% it may look as if the company has reached sufficient profit. Nevertheless,
assuming that instead of investing on this project, the company could invest the same amount of capital
with minimum risk at the interest rate of 5% in a bank, it will be much more convenient to place those
funds in a bank rather than investing in a project that yields the same interest plus higher risk. In theory,
this concept may look as the appropriate one, but if companies are investing money in the banks with
low risk than those companies will start to compete with each other in a market of “interest rate”, and
as a result, banks may decrease interest rate that are currently offering. Implementation of this concept
may provide profit with low risk but in the long term it will have negative impact on gaining new
markets, getting experience and there will not be any technology improvement and innovations. For
example what would happen if Microsoft would only invest its capital in the bank? However, there are
cases when companies are keeping cash in banks, for example in Kosovo Post and Telecom had kept
300 mil € in the banks and when management had decided to withdraw money from the banks the entire
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bank system in country was destabilized and as a result bank had implement downsizing for their
employees. Nevertheless, companies will have to invest their capital in their projects, but they have to
make sure that the return they gain is higher than the opportunity cost of the same amount investing in
a bank.

3 Operating and Financing Decisions
During the process of decision making regarding the sources for financing projects, sometimes,
accounting is improperly associating financing sources with investment uses that means that companies
are mixing operating and financing decisions. Regarding this issue (Stewart, 2002) states that “the root
of the problem is that traditional accounting measures look very different depending on whether debt or
equity finances a new investment” (p.5). Financing new investments with bank loans seems to be the
preferred method of accountants since financial reports will show a “virtual” profit from those
investments while in reality with this step the value of companies is decreasing. In order to s top this
ongoing investment practice, accountants should separate operating and financing decisions and in a
same time, they should change the reporting routine to managers in that way that managers will be
properly informed about companies debt, profit, return on equity and earnings per share.

4 Pension Accounts
In the actual business environment, accountants are reporting to shareholders and to the government.
While government is interested to collect taxes, shareholders are interested to gain the profit, but
interested parties are also employees, since in many countries companies are also managing their
employee’s pension funds. The issue with accountants is that they are not considering those accounts
as true corporate liabilities and assets. Companies should invest those in industries where the risk is low
and they should not invest them where the risk is high because if company will lose those funds, the
company will still need to pay back pensions to their employees. Government regulations regarding
pension funds are different depending on which country the companies are operating. For example, in
my country, Republic of Kosovo, companies and employees pay 5% of the salary in a pension fund
known as a trust fund which funds are managed by the government.

5 Innovation, Strategic Investments and Depreciation
As there are, only two ways for companies to grow, through innovation and market growth, companies
will have to place a significant amount of resources in innovating and bringing new products.
Considering that around 90% of new products fail, companies need to be very careful when designing
new products that will reach the market. In addition, nowadays companies are facing shorter product
lifetime cycles, meaning that they have to make sure that the return on investments in product is faster
than possible. Some products that may be in the “cash cow phase” may soon become “poor dogs”.
Nowadays many successful companies have research and development departments and those
departments in many cases are playing the role in triggering new products and service s that are creating
profit for the companies. It may take several years until those departments are making a profit, but the
current accounting system that is in place is not showing those departments as an asset on balance sheets.
Some companies are also running in house training centers and some companies are outsourcing those
services. In this way, companies are gaining competitive advantage and in a same time are increasing
capacities of their staff. Again, issue is with the accountants since in the ba lance sheets those
departments do not appear as the asset even that in practice they possess a high value. Despite missing
information’s for research and development, actual financial and accounting statements are not showing
all the risk outlays and those accountants should find the way to declare them because they may prevent
the future failure and in a same time they will reduce the profit loss. In time of globalization, companies
are entering in the new markets with existing products and services, but it may take long time before
offered products and services start to bring back the investment. For example if a car dealership
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company is starting to operate in new country, it will take 3 to 5 years to bring back the investments and
that because in beginning the car dealership will need to sell many vehicles in order to create customers
base which will bring the vehicles for the maintenance and repair. In this case, according to the
accountants, the car dealership is operating with no profit and in some cas es it is creating loss but in
reality, company is creating new customers and new market. Companies possess equipment and
property which is presented in the balance sheets, but the issue remains on the declared value and
depreciation method. In the accounting is used “straight line “depreciation which differs from the
economic depreciation. For example, a company owns the equipment that was purchased for the price
of 10 mil €. In the balance sheet that equipment will be declared as an asset and the value o f that asset
will be depreciated 10% per year, so after 10 years that equipment in balance sheet will have the value
of 0 €. However, in reality, that piece of equipment it will still be used or it can be sold as second hand
equipment or as a scrap. Des pite this traditional accounting is not showing the expense that company
may have in order to remove the depreciated equipment because of environment protection laws.

6 EVA (Economic Value Added)
In order for companies to create value, they have to be able to yield profit that is greater than the costs
of using those funds to creating the value, meaning that companies would have to fund their activities
through own equity or debt, and using this amount there is a cost to it. In case that organization is not
able to yield profit that overcomes that cost, organizations as such will not be attractive to potential
investors. Discussion as such brings to the question the type of employed methodology in measuring
organization activities. One of the methods that overcome old-fashioned financial systems is a
methodology first used by Stern & Stewart Co., a terminology known as Economic Value Added
(EVA). Economic Value Added concept is providing more accurate information’s that are used by
decision makers compared to the traditional accounting reporting routine. With EVA ® it is possible to
see which the exact profit is after deducting taxes and cost of capital from net operating profit.
𝐸𝑉𝐴 = 𝑁𝑒𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡 − 𝑇𝑎𝑥𝑒𝑠 − 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐶𝑎𝑝𝑖𝑡𝑎𝑙

7 Employees and decision making
Nowadays companies are employing wide range of staff with different professional background,
expertise and different culture. In order to be more competitive employees are investing on themselves
in formal and in professional education and as a result lot of them possess managerial, interpersonal and
information technology skills. This diversity among employees can be used as a “capital” from
companies in that way that employees can be involved in the decision making process. However,
including employees in the decision, making process may be a challenging step and it may introduce
resistance to change from managers because they will fear cultural change. Trade Unions can play
important role during the trans formation of decision-making process and profit share among companies.
Trade Unions may be part of the problem or may help in implementation of this process. In countries
where the law is in place and legal system is functioning properly, trade unions sho uld cooperate with
management in order to create more profit and to improve business processes. Another factor which
can jeopardize employee involvement in the decision making process is cultural difference between
employees especially in international companies. Considering the increase number of service economy,
companies should think more of employee empowerment, meaning the inclusion of employees at the
operational level of decision making. Since this line of discussion includes front line staff, it is
necessary for companies to make sure that the best customer facing people are representing the
company. The best way for companies to include their employees in the decision making of companies
is by flattening organizational structures, enabling each personnel think as entrepreneur without losing
the perspective of the customer. Including employees in decision, making process will serve also as the
motivating factor, since when employees are motivated their performance will be better. In this way, a
partnership will be created between shareholders, managers and employees and this partnership will
function in decision-making process and in profit share. Employees will be eligible for bonus payments
based on their performance but they will also share the risk with shareholders.
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Abstract. In this paper several types of loans offered by banks and other micro financial
institutions are shown, and their respective effective interest rates are calculated. The
parameters that affect the effective interest rate, which is the only real paramet er that
shows whether a loan is affordable or not, are considered. Some examples of loans
without a fee, and those with fees are given and the effective interest rate for those loans
is calculated. The mathematical technique for calculation of the effect ive interest rate is
shown, and the financial consultant CASIO FC -100V is used to mathematically calculate
the effective interest rate.
Keywords: nominal interest rate, periodical interest rate, effective interest rate, fee.

1 Introduction
In financial mathematics and in banking, deposits and loans play an important role. In case of deposits
and loans without a fee the only parameter that affects the effective interest rate is C/Y, which is equal
to the number of compounding per year, and it expresses t he frequency of interest capitalization in a
year. In case of loans with a fee, apart the parameter C/Y, there are two other parameters that have huge
impact on the value of the effective interest rate: the value of the fee and the maturity period of the loan.
We will notice that the shorter the period of maturity is the higher the effective interest is, and of course
the higher the fee is the higher the effective interest is. It is obvious that the effective interest rate of a
loan shows the “quality” of the loan. In other words the effective interest rate tells the customer whether
the loan is affordable or not. In many countries in the world, bank loan officers hide the effective interest
rate when a customer asks for a loan. They often show only the nominal interest rate and the fee but not
the effective interest rate. They do not tell the customer the value of the effective interest rate, because
its value is often pretty higher than the value of the nominal interest rate, and thus they may lose the
customer. Ordinary people find it difficult to calculate even the effective interest rate of loans without
a fee, while calculating the effective interest rate for loans with a fee (or fees) is a hard mathematical
problem, and it can be calculated by using approximation mathematical methods for solving algebraic
equations of higher degrees. Nowadays, thanks to technology we can do this in a few seconds, but we
must keep in mind that a financial calculator performs millions of iterations and instructions in ord er to
solve the problem.
1.1 Loans without a fee
In this section we consider a loan without a fee and we calculate the effective interest rate. We suppose
that the value of principal is 𝑃, the number of equal periodical installments is 𝑛, the number of
compounding per year is 𝐶 𝑌 = 𝑐, and finally the frequency of installments per year is 𝑃 𝑌 = 𝑝. As
we know, the value of equal periodical installments, denoted by 𝑎, is calculated by formula:
𝑎 = 𝑃 ∙ 𝑖𝑝 1− 𝑞 𝑝 −𝑛 ,
where 𝑞 𝑝 = 1 + 𝑖 𝑐 𝑐 𝑝 , 𝑖 𝑝 = 𝑞 𝑝 − 1, and the value of 𝑖 𝑝 is called periodical interest
rate. In this case, the value of the effective interest rate depends only on the number 𝑐, and its value is
𝑖 𝑒𝑓𝑓 = 1 + 𝑖 𝑐 𝑐 − 1.
Example 1.1.1. Suppose we have a loan of 5000 EUR with the nominal interest rate 𝑖 = 8%, and the
maturity is 10 months. The interest is compounded quarterly and the installments are monthly. We are
interested in calculating the installments and the effective interest rate.
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End; i=8%; C/Y=4; P/Y=12; m-months
Fig. 1.1 First, we find the capitalization factor 𝑞 𝑝 = 1 + 𝑖 𝑐 𝑐 𝑝 = 1 + 0.08 4 4 12 = 1 +
0.08 4 1 3 = 1.00662271, while the value of monthly installments is 𝑎 = 𝑃 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 − 𝑛 =
5000 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 − 10 = 518.39 EUR. The effective interest rate is :
𝑖 𝑒𝑓𝑓 = 𝑞 𝑝 𝑝 = 1 + 𝑖 𝑐 𝑐 − 1 = 1 + 0.08 4 4 − 1 = 8.24%.
Using the financial consultant FC-100V we have:
END; N=10; I% =8; PV=-5000; FV=0; P/Y=12; C/Y=4; ESC: SOLVE: PMT=518.39
The instructions of this line help us calculate the value of monthly installments (P/Y=12).
ESC: CNVR: N=4; I% =8; SOLVE: EFF=8.24
The instructions of this line help us calculate the value of the effective interest rate (EFF). The number
N stands for the number of compounding per year (N=C/Y=4).
Example 1.1.2. We consider the same loan of 5000 EUR with the same nominal interest rate as in
Example 1.1.1, and with 10 equal quarterly installments (P/Y=4) and monthly compounding (C/Y=12).
The value of the installments and the effective interest rate are:
𝑎 = 𝑃 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 − 𝑛 = 5000 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 − 10 = 557.02 EUR,
𝑞 𝑝 = 1 + 𝑖𝑐

𝑐 𝑝 = 1 + 0.08 12 12 4 = 1 + 0.08 12 3 = 1.02013363 ;

𝑖 𝑒𝑓𝑓 = 1 + 𝑖 𝑐 𝑐 − 1 = 1 + 0.08 12 12 − 1 = 8.3%,
respectively.
Using financial consultant FC-100V we have:
END; N=10; I% =8; PV=-5000; FV=0; P/Y=4; C/Y=12; ESC: SOLVE: PMT=557.02
The instructions of this line help us calculate the value of quarterly installments (P/Y=4).
ESC: CNVR: N=12; I% =8; SOLVE: EFF=8.3
The instructions of this line help us calculate the value of the effective interest rate (EFF). The number
N stands for the number of compounding periods per year (N=C/Y=12).
It is obvious that the effective interest rate in Example 1.1.2 is higher than that of Example 1.1.1. This
happens because the frequency of compounding per year in Example 1.1.2 is higher than that in Example
1.1.1.
In case of continuous compounding, i.e. 𝑐 = 𝐶/𝑦 → ∞, and 𝑝 = 𝑃/𝑌, we have :
𝑞 𝑝 = lim 𝑐 → ∞ 1 + 𝑖 𝑐 𝑐 𝑝

= 𝑒 𝑖 𝑝 , whereas 𝑖 𝑝 = 𝑞 𝑝 − 1.

In this case the effective interest rate is:
𝑖 𝑒𝑓𝑓 = lim 𝑐 → ∞ 1 + 𝑖 𝑐 𝑐 − 1 = 𝑒 𝑖 − 1.
Example 1.1.3. Let us consider the same loan of Example 1.1.1 but with continuous compounding. In
this case the value of monthly installments is
𝑎 = 𝑃 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 − 𝑛 = 5000 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 − 10 = 518.58 EUR, where
𝑞 𝑝 = lim 𝑐 → ∞ 1 + 𝑖 𝑐 𝑐 𝑝
1 = 0.006688938.

= 𝑒 𝑖 𝑝 = 𝑒 0.08 12 = 1.006688938, and

𝑖𝑝 = 𝑞 𝑝 −
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The value of the effective interest rate is:
𝑖 𝑒𝑓𝑓 = 𝑒 𝑖 − 1 = 𝑒 0.08 − 1 = 8.33%.
End, i=8%; C/Y=∞; P/Y=12; m-months
Fig. 1.2

There is no mode in FC-100V, since the maximu m value of the parameter C/Y is limited to 9999.
1.2 Loans with a disbursement fee
In this section we consider a loan with a disbursement fee 𝑓, and we calculate the effective interest rate.
Let us suppose that the value of principal is 𝑃, the number of periodical installments is 𝑛, the number
of compounding per year is 𝐶 𝑌 = 𝑐, and finally the frequency of installments per year is 𝑃 𝑌 = 𝑝.
As we know, the value of equal installments, denoted by 𝑎, is calculated by formula:
𝑎 = 𝑃 ∙ 𝑖𝑝 1− 𝑞 𝑝 −𝑛 ,
where 𝑞 𝑝 = 1 + 𝑖 𝑐 𝑐 𝑝 , and 𝑖 𝑝 = 𝑞 𝑝 − 1. In this case, the value of the effective interest rate
does not depend only on the number 𝑐, but it also depends on the value of disbursement fee 𝑓 and the
period of loan maturity. In order to notice the difference we consider some examples from section 1.1,
but applying a disbursement fee f= 2% of the principal P.
Example 1.2.1. Suppose we have a loan of 5000 EUR with the nominal interest rate 𝑖 = 8%, 10 month
maturity and with a disbursement fee f= 2% of the principal P=100 EUR. The interest is compounded
quarterly and the installments are monthly. We are interested in calculating the installments and the
effective interest rate.
The value of 10 monthly installments is the same as in Example 1.1.1 𝑎 = 5000 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 −
10 = 518.39EUR, 𝑞 𝑝 = 1.00662271 . The difference between two cases is that in Example 1.2.1
the customer gets 4900 EUR from the bank, not 5000 EUR as he or she will get from the bank in
Example 1.1.1. So we expect that the value of the effective interest rate in Example 1.2.1 will be higher
than that of Example 1.1.1.
Let us consider general case. As we know, the relation between relevant parameters of a loan is given
by the equation:
𝑃 ∙ 𝑞 𝑝 𝑛 = 𝑎 ∙ 𝑞 𝑝 𝑛 − 1 + 𝑎 ∙ 𝑞 𝑝 𝑛 − 2 + ⋯ +∙ 𝑞 𝑝 + 𝑎 = 𝑎 ∙ 𝑞 𝑝 𝑛 − 1 𝑞 𝑝 − 1 = 𝑎 ∙
𝑞𝑝𝑛 −1 𝑖 𝑝 ,
or
𝑃 ∙ 𝑞 𝑝 𝑛 + 1 − 𝑃 + 𝑎 ∙ 𝑞 𝑝 𝑛 + 𝑎 = 0.
However, the customer gets 𝑃 − 𝑓, say EUR, and the loan has to be repaid with 𝑛 installments, and in
this case the capitalization factor 𝑞 𝑝′ is greater than the previous one 𝑞 𝑝 . Thus, the parameter 𝑞 𝑝′
is a solution to the equation:
(𝑃 − 𝑓) ∙ 𝑞 𝑝′ 𝑛 + 1 − 𝑃 − 𝑓 + 𝑎 ∙ 𝑞 𝑝′ 𝑛 + 𝑎 = 0.
(1)
The degree of the previous algebraic equation is 𝑛 + 1, and as we know we can mathematically solve
it for 𝑛 = 1,2,3, while for 𝑛 ≥ 4, we can only find approximate solutions. It is proved that the equation
(1) has only one real solution on 𝑞 𝑝′ > 1. After finding this solution we can easily calculate the value
of the effective interest rate by formula:
𝑖 𝑒𝑓𝑓 = 𝑞 𝑝′ 𝑝 − 1.
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Let us use the financial consultant FC-100V to calculate the effective interest rate in Example 1.2.1.
END; N=10; I% =8; PV=-5000; FV=0; P/Y=12; C/Y=4; ESC: SOLVE: PMT=518.39
The instructions of this line help us calculate the value of monthly installments (P/Y=12).
ESC: PV=-5000+100; SOLVE: I% =12.58
This line of instructions helps us find the nominal interest rate for the loan of -5000+100=-4900 EUR.
The other parameters have not been changed, and so rewriting them is omitted. Of course the new value
of the nominal interest rate is higher than 8%. This happens since the customer gets 4900 EUR, not
5000 EUR. Finally, we use the conversion mode to find the value of the effective interest rate:
ESC: CNVR: N=4; SOLVE: EFF=13.19
Again, rewriting of the final value of I% is omitted, since the calculator keeps in memory last parameter
values.
As we notice the value of the effective interest rate is 13.19%.
Next example shows that the shorter the period of loan maturity is the higher the effective interest rate
will be and the converse.
Example 1.2.2. Suppose we have a loan of P=5000 EUR with the nominal interest rate 𝑖 = 8%, 4 month
maturity and with a disbursement fee f= 2% of principal P=100 EUR. The interest is compounded
quarterly and the installments are monthly. We are interested in calculating the installments and the
effective interest rate.
The value of 4 monthly installments is equal to 𝑎 = 5000 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 − 4 = 1270 .76 EUR,
𝑞 𝑝 = 1.00662271 . To calculate the effective interest rate we use the financial consultant FC-100V.
END; N=4; I% =8; PV=-5000; FV=0; P/Y=12; C/Y=4; ESC: SOLVE: PMT=1270.76
This line helps us calculate the value of monthly installments.
ESC: PV=-5000+100; SOLVE: I% =18.07
This line helps us calculate the value of the nominal interest rate after applying the fee.
Since the compounding is quarterly (C/Y=4), we have to calculate the effective interest rate.

ESC: CNVR: N=4; SOLVE: EFF=19.33
Finally, the effective interest rate of Example 1.2.2 is 19.33%.
Example 1.2.3. If the same loan from Example 1.2.3 with the same conditions but it has to be repaid
by 2 monthly equal installments, then the effective interest rate will be higher than that from Example
1.2.2.
To notice this, we use the same technique and the same calculator FC-100V.
The value of 2 monthly installments is equal to 𝑎 = 5000 ∙ 𝑖 𝑝 1 − 𝑞 𝑝 − 2 = 2524 .86 EUR,
𝑞 𝑝 = 1.00662271 . After using the financial consultant FC-100V we have:
END; N=2; I% =8; PV=-5000; FV=0; P/Y=12; C/Y=4; ESC: SOLVE: PMT=2524.86
This line helps us calculate the value of monthly installments.
ESC: PV=-5000+100; SOLVE: I% =24.86
This line helps us calculate the value of the nominal interest rate after applying the fee.
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Since the compounding is quarterly (C/Y=4), we have to calculate the effective interest rate.
ESC: CNVR: N=4; SOLVE: EFF=27.28
Finally, the effective interest rate of Example 1.2.3 is 27.28%, which is obvious pretty higher than that
from Example 1.2.2.
If we summarize all above examples, we get the following table.
Principal
Nom. int. rate
1.
2.
3.
4.
5.
6.

P=5000 EUR
i=8%
C/Y
P/Y

Fee in EUR

4
12
∞
4
4
4

0
0
0
100
100
100

12
4
12
12
12
12

Number
inst.
10
10
10
10
4
2

of

Eff. int. rate
8.24%
8.30%
8.33%
13.19%
19.33%
27.28%

References
1
2
3

Buchanan, J.R. (2010) The Theory of Interest (An Undergraduate Introduction to Financial
Mathematics), Millersville University, USA.
Finan, M.B. (2012): A semester Course in Finite Mathematics for Business and Economics,
Arkansas Tech University, Department of Mathematics, USA.
Ohse, D. (2010) Financial Mathematics, ProCredit Academy GmbH, Fürth-Weschnitz, Germany.

100

Can credit scoring models prevent default payments in the banking
industry in the period of financial crisis?
Violeta Madzova 1 , Nehat Ramadani2
Goce Delcev –Faculty of Economics –Stip
2 University for Bussiness and Technology,MBE
Prishtina, Kosova
violeta.madzova@ugd.edu.mk1 , nehat.ramadani@ubt-uni.net 2
1 University

Abstract:Credit scoring is a scientific method of assessing the credit risk associated with
new credit applications as well as for monitoring of the credit risk in the p rocess of the
loan payment. Therefore credit scoring models developed in the banks based on their
internal information system, as well as the credit info system in the country, can help the
banks to ensure more consistent underwriting and can provide management with a more
insightful measure of credit risk. While credit scoring could be a valuable risk
management tool in virtually any bank setting, it is probably not wide accepted in the
banks with more fundamental underwriting problems such as inexperienced loan officers,
inadequate credit procedures, underdeveloped internal and external credit info – system
, persistent arrears problems, etc. However credit scoring is only useful , and can make
reliable predictions , if the credit scoring models are properly made, data base updated
and credit scoring limitations are properly understood, which is very difficult in the
turbulent economic environment as it is the world economy in the recent years. Therefore,
the paper objective is to analyze if the banking industry can prevent credit default
payments through the implementation of the credit scoring models and what are the
parameters and the weights that need to be incorporated, so that the models to be more
effective in the period of financial crises.
Key words: credit scoring, banks, default payments, credit risk, creditworthiness .

1 Introduction
Until recently, the decision to grant credit was bas ed on human judgment to assess the risk of default .
However, the growth in the demand for credit, the need for efficient creditworthiness assessment and
development of IT techniques, have introduced the use of quantitative and objective methods, generally
known as credit scoring, to help credit providers in decision making, whether to grant credit to an
applicant or not. This approach, first introduced in the 1940s, has evolved over the years and developed
significantly due to the increased competition in the financial industry, advances in computer technology,
and the exponential growth of large databases. Today, a wide range of industries take advantage of credit
scores to improve fairness, effectiveness and efficiency. Financial companies use credit sco res to predict
the risk of delinquencies and losses, which enables them to better allocate costs. Insurance companies
use specialized credit scores to make fairer underwriting decisions.
Credit scores also provide benefits at the macroeconomic level by helping small enterprises attain the
funds they need and by facilitating the securitization and sale of financial products in the secondary
markets, substantially increasing the influx of capital into a country. However credit scoring is only
useful, and can make reliable predictions, if the credit scoring models are properly made, data base
updated and credit scoring limitations are properly understood, which is very difficult in the turbulent
economic environment as it is the world economy in recent years.
Therefore it is very important to understand the nature of credit scoring, as well as the benefits and
limitations of the credit scoring models in order to create appropriate tool for de fault payments
predictions.
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2 What is credit scoring?
Credit scoring is a statistical method used to predict the probability that a loan applicant or existing
borrower will default or become delinquent. The objective of credit scoring is to help credit providers
quantify and manage the financial risk involved in providing credit so that they can make better lending
decisions quickly and more objectively. The method produces a “score” that a bank can use to rank its
loan applicants or borrowers in terms of risk. To build a scoring model, or “scorecard,” developers
analyze historical data on the performance of previously made loans, to determine which borrower
characteristics are useful in predicting , whether the loan performed well. A well-designed model should
give a higher percentage of high scores to borrowers whose loans will perform well and a higher
percentage of low scores to borrowers whose loans won’t perform well. As such, scoring models have
a wide range of sophistication, from very simple models with only a few data inputs that predict a single
outcome to very complex models that have several data inputs and that predict several outcomes. Each
bank may use one or more generic, semi-custom, or custom models, any of which may be developed by
a scoring company or by internal staff. They may also use different scoring models for different types
of credit. Several statistical methods are used to develop credit scoring systems, including Linear
probability models, LOGIT models, PROBIT models, and Discriminate analysis models. The first three
are standard statistical techniques for estimating the probability of default based on historical data on
loan performance and characteristics of the borrower. These techniques differ in that the linear
probability model assumes there is a linear relationship between the probability of default and the
factors; the Logit model assumes that the probability of default is logistically distributed and the Probit
model assumes that the probability of default has a (cumulative) normal distribution. Discriminate
analysis differs in that instead of estimating a borrower’s probability of default, it divides borrowers
into high and low default-risk classes. Two newer methods beginning to be used in estimating default
probabilities include options-pricing theory models and neural networks. Options-pricing theory
models start with the observation that a borrower’s limited liability is comparable to a put optio n written
on the borrower’s assets, with strike price equal to the value of the debt outstanding. If, in some future
period, the value of the borrower’s assets falls below the value of its outstanding debt, the borrower
may default. Neural networks are artificial intelligence algorithms that allow for some learning through
experience to discern the relationship between borrower characteristics and the probability of default
and to determine which characteristics are most important in predicting default. Th is method is more
flexible than the standard statistical techniques, since no assumptions have to be made about the
functional form of the relationship between characteristics and default probability or about the
distributions of the variables or errors of the model, and correlations among the characteristics are
accounted for. In general, neural networks were not clearly better than the standard methods, but
suggested using both types of methods in certain applications, especially complex ones in which the
flexibility of neural networks would be particularly valuable.
2.1. The benefits of credit scoring
Credit scoring offers multiple benefits at every level of the economy:
Credit scores have enabled lenders to extend into historically underserved market se gments. In addition,
decisions are faster and more objective with the majority of applicants receiving answers within minutes,
rather than days. A study by the Business Banking Board found that the traditional loan approval process
averages about 12-1/2 hours per small-business loan, and in the past, lenders have taken up to two weeks
to process a loan .
 By using credit scores to predict risk more effectively, lenders have been able to reduce the
cost of such vital services as mortgages, personal loans and credit cards.
 Despite this expansion into traditionally underserved markets, moral hazard rates are actually
lower with credit scores because lenders can more proactively monitor risk and maintain it at
more appropriate levels.
 For consumers, scoring is the key to homeownership and consumer credit. It increases
competition among lenders, which drives down prices. Decisions can be made faster and
cheaper and more consumers can be approved. It helps spread risk more fairly so vital
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resources, such as insurance and mortgages, are priced more fairly. As such, it greatly reduces
the need for human intervention on credit evaluation and the cost of delivering credit
For businesses, especially small and medium-sized enterprises, credit scoring increases access
to financial resources, reduces costs and helps manage risk.
For the national economy, credit scoring helps smooth consumption during cyclical periods of
unemployment and reduces the swings of the business cycle.By enabling loans and credit
products to be bundled according to risk and sold as securitized derivatives, credit scoring
connects consumers to secondary capital markets and increases the amount of capital that is
available to be extended or invested in economic growth. Credit scoring also plays a vita l role
in economic growth by helping expand access to credit markets, lowering the price of credit
and reducing delinquencies and defaults.
Credit scores also help to reduce discrimination because credit scoring models provide an
objective analysis of a consumer’s creditworthiness. This objectivity helps lenders ensure they
are applying the same underwriting criteria to all borrowers regardless of race, gender, or other
factors prohibited by law from being used in credit decisions.
A credit scoring model makes it easier for a lender to document the business reason for using
a factor that might have a disproportionately negative effect on certain groups of applicants
protected by law from discrimination. This also enables credit providers to focus on only
information that relates to credit risk and avoid the personal subjectivity of a credit analyst or
an underwriter .
Further, credit scores can help financial institutions determine the interest rate that they should
charge their consumers and to price portfolios. Higher-risk consumers are charged a higher
interest rate and vice versa.

Even if a bank does not want to depend solely on credit scoring for making its credit decisions, scoring
can increase efficiency by allowing loan officers to concentrate on the less clear-cut cases.
2.2 Limitations of credit scoring
Whether the credit scoring models will be efficient or not in predicting defaults in payments it depends
on several aspects that might be considered as credit scoring limitations. If the banking industry intends
to predict defaults in payments the following aspects need to be analyzed:
The first group of aspects refers to the quality of the constructed credit scoring model based on the
observed data for some certain period of time.
The second group refers to the experience and knowledge and understanding of the banking staff and
management related to the work and interpretation of the credit scoring models as well as the credit
policy of each bank.
The third group refers to the volatility of economy cycles and the use of the credit scoring models created
in the different phase of the economic cycle.
The first group of aspect is referring to the accuracy of the credit scoring models which directly affect
their efficiency in predicting defaults in payments. Errors in model construction can lead to inaccurate
scoring and consequently to booking riskier accounts than intended and/or to a failure to properly
identify and address heightened credit risk within the loan portfolio. Even if the lender can lower its
costs of evaluating loan applications by using scoring, if the models are not accurate, these cost savings
would be eaten away by poorly performing loans.
There are different reasons for the errors in model construction. Generally, limitatio ns related to credit
scoring construction are referring to the fact that the scoring model outputs are only as good as the
inputs that are used i.e. if the data are relevant, if the time for observation and testing is enough, if the
variables are properly selected and weights properly measured.
One of the major problems that can arise when constructing a credit scoring model is that the model
may be built using a biased sample of consumers and customers who have been granted credit .This
may occur because applicants (i.e., potential customers) who are rejected will not be included in the
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data for constructing the model. Hence, the sample will be biased (i.e., different from the general
population) as good customers are too heavily represented. The credit scoring model built using this
sample may not perform well on the entire population since the data used to build the model is different
from the data that the model will be applied to. Also, if data going into the scoring model is inaccurate
(for instance, if information on the consumer’s credit bureau report is erroneous), the model’s output
(score) will be erroneous. Additional limitation, when constructing credit scoring models is the change
of patterns over time. The key assumption for any predictive modeling is that the past can predict the
future. In credit scoring, this means that the characteristics of past applicants who are subsequently
classified as “good” or “bad” creditors can be used to predict the credit status of new applicants.
Sometimes, the tendency for the distribution of the characteristics to change over time is so fast that it
requires constant refreshing of the credit scoring model to stay relevant. Depending on how the
erroneous information is weighted in the scoring formula, the impact on the score could be substantial.
Moreover, if management does not select and properly weight the best predictive variables, the model’s
output will likely be less effective than had the most predictive variables been used and properly
weighted.
The second group of aspects refers to the human capacity of the bank staff and management and their
credit policy , especially related to the cut-off level, when the scoring model are used for the credit
decision for accepting or rejecting loan applications . Determining whether scoring models are managed
by people who understand the credit scoring models, their construction and proper interpretation of their
results. Bankers lacking a complete understanding of how the models are made, how they should be
used, or how they interface with the bank’s lending policies and procedures can expose the bank to
risks. In fact credit scores do not generate , accept or reject decisions . It is up to the banking staff to
interpret the score results and management to make final decisions about credit approvals or rejections.
Even in cases where a banks make their decision solely on a ccustomer’s credit score,each bank when
deciding about credit approval , still sets its specific score “cut -offs” based on its own business
strategies, credit policy considered analysis and prior experience.. Each bank develops its own policies
and risk tolerances for its credit card lending programs. Setting cut -off scores is one way banks
implement those risk tolerances. A cut-off score is the point below which credit will not be extended
and at or above which credit will be extended (assuming a higher score equates to better
creditworthiness). A bank might have more than one cut-off score, with each tailored to a specific
population. The ability to customize cut-off scores allows management to maximize the approval rate
without sacrificing asset quality. Some banks have cut-off bands, which define a range of scores for
which the consumer would undergo additional judgmental review. Selecting a cut-off score involves
determining the optimum balance between approval and loss rates. Management evaluates how much
additional revenue will be added if the approval rate is increased and what the cost associated with the
incremental increase in the bad rate will be. They also often give consideration to marketing expenses
and customer service expenses. How management chooses to balance the competing goals determines
the cut-off score. Odds charts are often involved in setting cut-off scores and are discussed in the next
section. As time passes, cut-off scores and models become less predictive because of economic
changes, demographic shifts, and entry into new markets. Examiners should assess management’s
practices for reviewing cut-off scores and models, including resulting acceptance and loss rates. By
monitoring the rates, management can appropriately adjust the cut -off score to change either acceptance
rates or loss rates, depending on the strategic goals Some banks and other financial institutions in U.S.
through credit scoring created so called “score-polishing phenomenon”. Namely, trying to adapt to their
customers and using credit scores in their credit decisions process , they were dedicated in helping their
borrowers to improve their credit scores by rearranging finances rather than obeying the simple rule:
pay your bills on time and keep your debt low. Such score-polishing actions could potentially distort
the patterns of credit default.
The third group of aspects which might reduce effectiveness of the model output (scores) are referring
to the factors such as changing economic conditions and business environments through economic
cycles of each country and worldwide. Credit scoring is good at predicting the probability of default
but generally not at predicting the magnitude of losses. Generic credit scoring models in particular most
likely rank order the risk appropriately but generally do not accurately predict the level of the risk. Thus,

104

banks that use generic models should not assume that their loss rates will be the same as those reflected
in industry odds charts.
Along similar lines, during times of strong economic growth, models may be ill-prepared to predict
borrower performance in recessionary conditions, particularly if the historic period observed did not
include recessionary conditions. It is important to indentify whether management monitors warning
signs of market deterioration, such as increases in personal bankruptcies, which may affect the accuracy
of model assumptions.

3 The effectiveness of credit scoring models in the global financial crisis
The global financial crisis has dramatically changed the world we live in. Sub -prime mortgages, which
arguably initiated the crisis, account for fourteen per cent of the US mortgage market and although this
is a relatively high proportion by global standards, the impact of these products on the global financial
system shocked experts around the world. . Banking executives throughout the world have realized that
a lack of discipline in risk management was a significant factor in the credit crisis. For many, these
events have brought into question the credit assessment process, including the role of credit sc oring.
Sophisticated credit scoring models were pointed out as significant component in any sound credit risk
assessment process as well as the key to survival and profitability in this new and constantly changing
environment. However, in the turbulent period as the recent financial and economic crises period is ,
the financial data and their accuracy and consistency become the major problem in construction of
reliable credit scoring models. The accuracy of a scorecard is dependent on the quality of the d ata that
is utilized and the matching and weighting of the data elements to an appropriate forecasting horizont.
Having in mind that in the crisis period the unemployment is rising, market conditions are deteriorating
and consumer spending is declining – all of these trends directly lead into a higher level of corporate
delinquencies and consumer defaults. Therefore it is critical that the information utilized in the
assessment process is timely enough to predict future behaviors and outcomes. Namely, in a changing
or turbulent economic climate, this information on trade payments, recent debt increase among
companies and their profitability are vital for establishing a sound and up to date understanding of a
companies’ financial stability. Since economic environment and conditions are changed it is
unavoidably effects the quality of the credit scoring models i.e. the result and the decisions that the
banking sector need to make on future corporate lending. The value of application information decreases
substantially overtime and in the period of crisis, when the used variables dramatically turn done , there
is a lag between a credit event and the credit assessment process, which don’t make credit scoring model
reliable enough in prediction of credit defaults.
There is also a problem of setting the cut-off level. The decisions that were made with the previously
determined credit scoring “cut-off “level might create future defaults and losses for the banks due to the
worsened economic conditions . Even the banks with previously more relax credit policy, need to
strengthen their credit rules and adjust (increase) the credit scoring “cut -off “level.
Given the extent of the changes that have taken place over the past 3-4 years, the obvious question is
will credit scoring models continue to work in the current climate?
From the perspective of ranking potential customers according to the likelihood of default yes, the
models will continue to work, however the odds associated with the scores will change. This was
confirmed by some recent analysis undertaken by Decision Intellect.
The shifts should not be too drastic but credit providers will need to adjust their cut -off scores in order
to prevent substantial increases in bad debt. Maintaining customer acquisition targets and current bad
debt levels in the current climate is a difficult task for three key reasons :
1. maintaining current scorecard acceptance levels will result in increased bad debt
2. adjusting the cut-off level will likely result in reduced revenue because a smaller number of applicants
will be approved
3. some existing customers that have historically exhibited positive credit behaviours will now default.
Consequently organizations need to make a choice between meeting the customer acquisitions targets
that have been set and accepting a significant increase in bad debt or downgrading the acquisition targets
and minimizing the increase in bad debt write-off.
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4 How to make credit scoring more effective for default payment prediction?
It is evident that credit scoring models will continue to be robust enough to risk rank customers.
However, if they are not re-visited to account for the impact of current economic conditions on cred it
capacity and behaviour, credit providers will experience a significant increase in bad debt. This need to
change should not be perceived as a burden, rather it provides an opportunity for organisations to ensure
they have a system in place which enables them to effectively assess and manage customers throughout
all aspects of the credit lifecycle. Countries that haven’t prepared for the changes have experienced
some short term negative outcomes such as a rise in defaults and a contraction in lending as t he true
picture of household debt emerges. However, over time lending returns to normal levels, and indeed
exceeds previous levels, but without a subsequent rise in defaults. This means improved access for some
sections of the community, particularly SMEs, and lower costs of borrowing..
More precisely, the banks or any other lender using credit scoring need to be aware that:
 Even limited information is of value – the simple inclusion of the existence of accounts allows
lenders to acquire a true understanding of a client’s debt profile
 The number of data sharers is as important as the data shared – results are best in a system
where comprehensive data is shared by a wide variety of credit providers
 Benefits outweigh implementation costs – the benefits that can be realised through improved
portfolio performance far outweigh the IT investment required to develop new systems.
Having this knowledge and being prepared to plan and manage the transition process will ensure that
the maximum benefits can be obtained for consumers and lenders. New data will impact existing
scorecards and credit providers need to prepare for this.
Further , the lifespan of the of a scorecard need to be considered since it depends on a number of factors,
including:
 the outcome being modelled;
 major changes within the business; and
 external impacts such as we are currently experiencing.
Since the economic turbulences influence on the credit capacity of the customers, therefore some key
trends (that might be put as variables and properly weighted,) need to be considered.
From a commercial perspective, the key trends that will impact credit capacity and performance are:
Business failures: the banks in each country need to indentify businesses that were under administration
or went to bankruptcy over the crisis period
Corporate risk: percentage of the failures were dramatically been increased over the recent several years
which varies between 20-30%
Cashflow and re-financing issues: Many companies have been relying on cheap funding from banks
and they are now faced with an environment in which it is difficult to access cheap credit or in some
instances, to access credit at all.
Slowing payment terms: for example, businesses in U.S. in 2009/10 were averaging 56.5 days to settle
accounts, the highest level since 2001
From a consumer perspective the key influences on credit performance are:
Unemployment: depending on each country but dramatically increase of unemployment averages from
10-12%
Personal insolvencies: The number of personal insolvencies increased by twelve per cent year-on-year
in U.S. in the period 2008-2010.
Declining household wealth: In many instances this related to depreciating asset values , and the prices
of mortgages which drastically went down in 2008-2009, haven’t recovered since today.
Savings and debt: due to the decrease of income and high rate of unemployment , there are less income
to be saved , so the saving rate also varies from country to country are general are lower and there is
general higher debt to income rate.
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5 Recommendations for accuracy improvement of the credit scoring models
The accuracy of a credit scoring system will depend on the care with which it is developed. The sample
selected to build the model is one of the most important aspects of the developmental effort. A large
enough sample is needed to make the model statistically valid. The sample must also be characteristic
of the population to which the scorecard will be applied. Because of the significant variance in
characteristics between subprime and prime populations, banks offering subprime products should not
rely on models developed solely for products offered to prime borrowers .
The data on which the system is based need to be a rich sample of both well-performing and poorly
performing loans. The data should be up to date, and the models should be re estimated frequently to
ensure that changes in the relationships between potential factors and loan performance are captured.
The use of credit scoring itself may change a bank’s applicant pool in unpredictable ways, since it
changes the cost of lending to certain types of borrowers.
Again, this change in applicant pool may hurt the accuracy of a model that was built using information
from the past pool of applicants. Account should be taken not only of the characteristics of borrowers
who were granted credit but also of those who were denied.
A model’s accuracy should be tested. A good model needs to make accurate predictions in good
economic times and bad, so the data on which the model is based should cover both expansions and
recessions .And the testing should be done using loan samples that were not used to develop the model
in the first place. It’s important to remember, though, that a credit scoring model is not going to tell a
lender with certainty what the future performance of an individual loan will be. When loan approval
decisions are based solely on credit scores, some borrowers will be granted credit but will ultimately
default, which visibly hurts the lender’s bottom line. Other borrowers won’t be granted credit even
though they would have repaid, which, though less visible, also hurts the lender’s profitability.
No scoring model can prevent these types of errors, but a good model should be able to accurately
predict the average performance of loans made to groups of individuals who share similar values of the
factors identified as being relevant to credit quality.
Therefore, management must make sure that the variables used in the models are appropriate, predictive,
and properly weighted to arrive at the best credit decision and that data inputs are complete and accurate

6 Conclusions
Credit scoring models can lead to improved credit scoring results. More generally, from a management
perspective, it is worthwhile noting that credit scoring has the following benefits: (1) reduced
subjectivity and increased objectivity in risk assessment, (2) increased speed and c onsistency of risk
assessment, (3) possible automation of the risk assessment process, (4) reduced cost of risk assessment,
(5) better allocation of resources, (6) better determination of interest rate, loan duration, loan amount,
etc., (7) better risk management, (8) better collection/recovery strategies, and (9) possible development
of non-traditional markets. However, even a good scoring system won ’t predict with certainty any
individual loan’s performance, but it should give a fairly accurate predictio n of the likelihood that a
loan applicant with certain characteristics will default. To build a good scoring model, developers need
sufficient historical data, which reflect loan performance in periods of both good and bad economic
conditions. Despite the limitations highlighted above, there is no doubt that credit scoring will continue
to be a major tool in predicting credit risk in consumer lending. It is envisaged that organizations using
credit scoring appropriately will gain important strategic advantage and competitive edge over their
competitors.
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Abstract. Development of the tax system in all countries where the economic and
political responses.In Albania as a totalitarian society, through the tax system was
intended total abolition of private property by changing the structure of income in favor
of the state sector income. The tax system contained local and national system of taxes ,
which were mandatory defined by law, poured on the budget, in a certain amount the
amount and period of time. Finances during socialism period were estimated as the most
important levers of economic management. They rely on planning and centralization,
provided only in terms of the way socialist production, in terms of the existence of
socialist social property of the means of production. The democratic changes in the early
90’s brought a series of changing in the economic and financial system.The Reforms that
were undertaken, in this period were both administrative and fiscal ones. They intended
to build the foundations of a new financial system, which had to res pond to rapid
economic and financial changes.
Keywords: fiscal policy, fiscal burden, income tax, value added tax.

1 Introduction
History of the development of the tax system in Albania.
A developed human society operates on the basis of guarantees and equal distribution of public goods.
In the so called totalitarian systems, the state had in his hands the whole capital, income in kind, but
also human resources were in his hands. Therefore taxation of citizens was unnecessary, because private
property almost entirely was eliminated. While in capitalist society, the state has in its possession a
small part of national wealth, therefore it is necessary to create income which are needed to meet the
obligations of the state towards its own citizens (budget employees salaries, pensions, investments in
infrastructure, schools, hospitals, etc.).But will flow from these financial resources necessary for the
state? The main sources used by the state to create public goods, are taxes and fees. According to
Albanian legislation: Tax is an obligatory and irreversible payment to the state, which include
administrative penalties and interest for late payment set out in law. Tax is an obligatory contribution
to be paid by any person who directly benefits the public service. Evolution of the tax system in Albania
has passed through several stages by responding to country's Economic Development, first-period
begins with the declaration of independence in 1912 until 1944. The second period, coincides with the
establishment of the socialis t system,1944-1990. The third period, the resumption of the tax system,
during which financial and tax policies have evolved a lot, from 1991 to 2012.
1.1 The historical period from 1912 to 1944.
The Albanian state after the declaration of the independence, inherited a backward tax system, the main
base of the Albanian state income taxes were direct, placed on manufacturers at the time of their
creation. They were composed of one tenth (land tax on products) Xhelepi (tax on Livestock), vergjia
(tax on buildings and lands), license tax and profit tax.
During this period were set customs duties on goods, was changed the import tax on tobacco by 30%,
increased, decreased or canceled export taxes in order to protect the domestic production. Laws and
orders came out of the export ban of gold, silver, brass and fan. Reorganization of State in 1925, was
followed by taking a series of measures.
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During this period was forced the collection of delayed obligations, was created the first Albanian coin
( Albanian gold francs).
The introduction of foreign capital, became the official policy of the government of King Zog.
During 1931-1936, foreign capital, especially the Italian one, dictated to Albanian Governments the
accomplishment of an agreement for the union of the Customs. This union at that time, would include
the Albanian economy in Italian economic system and also the opening without limitation the Italian
capital. Customs Union will be a direct hit in the interests of the newly established Albanian bourgeoisie.
But the state budget, will be deprived of an important source of income, as were customs revenue.
At the same time it would increase the financial dependence, Albanian from Italian finance.
King Zog formally accepted the agreement, but later he refused it. The improvement of the tax system
was based on " The Kingdom Statute fundamental question" who ruled the basic principle that tax is an
obligation for people to cope with the general state expenditures.
1.2 The Historical Period, 1945-1990
This period begins with the end of the Second World War and ends with the fall of socialist system in
Albania. Tax policy based on the principles of Marxist-Leninist classics weakened the private property,
by initially setting very high progressive taxes on the rich (to 80%), aiming at weakening of their
economic
as
well
as
creating
a
new
system of
relations
of
socialist.
The postwar government through the tax system aimed at the total elimination of private property by
changing the structure of income in favor of the state sector income.
The tax system contained local and national system of taxes , which were mandatory defined by law,
poured on the budget, in a certain amount the amount and period of time. In Albania during the monism
years, was established a unique and complete system of financial authorities. It consisted of
organizations of general finance, which included sections Finance and Audit sections , the State Bank,
Agricultural Bank and the Ins titute of Cash Savings and Insurance. Organizations financials enterprises,
cooperatives and branches of the economy of finance and accounting in economic enterprises , the
agricultural cooperatives , departments of finance and audit control - ministerial and other central
institutions. Albanian state was the main owner of the means of production and the leader of the
economy. The finances during socialism were evaluated as the most important levers of economic
management. They rely on planning and centralization, which provided only in terms of the way
socialist production, in terms of the existence of socialist social property of the means of production and
the state of the dictatorship of the proletariat. The distribution of monetary resources in a centra lized
manner and according to a unique policy for the whole country provides centralized insured the
formation of monetary resources in the hands of the socialist state.
The tax system was classified on the basis of residence in the population of the city and the village. The
taxation system in the city included income tax derived from the operation of artisans, merchants, tax
on income from wages and additional remuneration of employees, taxes on income from single women
and income tax from married with children. The taxation system of the village included income tax from
individual agricultural economies, income tax from kulaks, income tax yards from members of
agricultural cooperatives, the tax on alcoholic beverages.
Besides the town and village taxes are applied several types of local taxes such as taxes on holders of
means of transport, such as cars, motorcycles, bicycles, wagon, tax thick animals, market taxes and
weight measurement, cleaning fees, taxes the exercise of the profession and the acts an d stamp duty. In
1976 through the adoption of the Constitution was achieved complete elimination of private property,
Albania was considered the only place in the world without taxes and tariffs, taxes were hidden in
centralized prices of goods and services supplied by the state sector and cooperatives of the economy.
1.3 The Historical Period 1991-2012
Democratic changes also brought a number of changes in the economic and financial system.
Reforms that took place in this period were comprised of administrative and fiscal reforms, these were
intended to build the foundations of a new financial system, which had to respond to rapid changes in
economic and financial. The transformation of the financial system, which began in July 1991, at that
time consisted of two types of reform, fiscal reform and administrative reform. These reforms were an
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intensive process of creating from the foundation of a new financial system, which was implemented to
respond quickly to rapid economic changes restructuring took St ate Bank, the creation of foreign banks,
cutting ne bank-notes, the privatization of the Saving Bank.

2 The Tax Structure
Fiscal legislation defines taxes on taxable basis, they consist of taxes on incomes, from taxes and
spending on capital and property taxes. The main criterion in this division is economic source.
Also in the tax theory, are used different practices related to the tax rate, they may be proportionate,
progressive and regressive. In general, taxes are viewed as a necessary evil. It is said that only two
things in life are certain, death and taxes. The new tax system after years 1990, was drafted by virtue of
the imposition of direct and indirect taxes.
Albania's tax system is built in such a way, where taxes are paid by the companies where individuals
are employed. They calculate and maintain the income tax they pay their employees and for the state.
They also collect and pay VAT. While other taxes like income tax, excise, turnover tax, which are
actually paid by the customer, are invisible and hidden in the prices of goods and services. In the same
way social security contributions are split between employee and employer and paid by the latter. Often
businesses pay social insurance on lower wages than workers receive in reality, this is done to reduce
business costs.
Tax payers, have a different approach to fiscal experts as regards the taxation system. Individuals
complain about taxes, they pay tax on income, whether businesses pay the tax on profits, they also pay
the tax on dividends, the amount of direct taxes and indirect taxes, visible and invisible, according to
them, they are taxed in any moment in every link. While fiscal specialists believe that we actually have
a lower level of taxation compared to other countries in the region. Recently been made, as never
before, a big debate by representatives of political parties on the level and form of taxation in our
country. The flat tax or progressive tax on income, increase or decrease of the VAT tax base, increase
or reduction of income tax etc. These dilemmas are constant subject of discussion by various researchers
in the country. Several studies made by institutions like The Heritage Foundation, Freedom House and
the Fraser Institute have concluded that the higher the fiscal freedom, and the low taxes in a country
the more economically powerful it is.
Table 1. The percentage of the income tax to gdp.
Percentage
to
GDP(% )
Total
income
Tax income
From
customs
and
taxation
VAT
Tax over
profit
Akcizat

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

25.0

25.0

24.8

24.1

24.5

25.2

26.0

26.0

26.8

26.1

26.5

19.9
15.5

19.6
15.0

20.7
15.6

20.9
15.7

22.1
16.4

22.6
16.6

23.3
17.6

23.6
18.3

24.3
18.9

23.7
18.3

23.5
18.2

7.3
1.6

7.1
1.8

7.4
2.0

7.3
1.9

7.7
2.2

7.9
2.9

8.4
2.5

9.1
2.2

9.8
1.7

9.6
1.5

9.3
1.4

1.7

1.6

1.5

1.8
2.1
2.3
2.6
Source: Ministry of Finance

3.0

3.0

2.9

3.1

As it is seen in the table, the income tax in our country expresses about 25% of GDP, but it has been
about 2% smaller in the last two years, especially in 2013 as a result of some changes in the tax structure
such as the increase of the minimum limit of the taxed wages, and some exceptions from VAT.Albania
has got the lowest tax revenue to GDP in the region. Meanwhile, Bos nia and Herzegovina (46%) is
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ranked in the first place followed by Montenegro (43%), Serbia (39.5%), Croatia (38.7%), Greece
(36.9%), Turkey (39.7%), Macedonia (30.3%) and Kosovo (29.7%). (Source: IMF)
2.1. The Personal income tax.
Personal income tax in Albania in about includes about 17% of total revenue and only 1-2% of GDP.
However, there is much discussion about it because it affects the personal income especially the
income from employment. Albania has been using the progressive tax system esp ecially in the last 14
years, from 1993 to 2007. We removed the high tariff which was about 25% or 30% from the package
of the year 2006 leaving it in a maximum fee of 20% and another new tariff of about 1% for the
minimum income.
Table 2 The progressive income tax
Taxable income/month
0
to 14,000
14,001
40,000
40,001
90,000
90,001
200,000
200,001

Employee’s personal income tax
1%
140 lek plus 5% amount over 14,000
1,440 lek plus 10% amount over 40,000
6,440 lek plus 15% amount over 90,000

more
22,940 lek plus 20% amount over 200,000
Source: Ministry of Finance

We have been applied the “ flat tax” where the personal income and the profit are taxed about 10%, in
Albania since January the 1st 2008. The progressive tax system is used in over 164 from the total 196
countries in the world such as : EU, U.S., Japan, Brazil, Australia, China, Egypt, Kosovo etc., while the
"flat tax" began to expand after the year 1990. Estonia was the first to use this system in 1994, followed
by other Baltic countries, Russia in 2001 and the other republics of the former Soviet Serbia in 2003
and the former Yugoslavia, Slovakia in 2004.Flat tax was firstly applied in Albania during 2008 after
two years of debates. The tax refers to the application of a 10% levied on the profit or on the total
personal income. Application of flat tax in our country was associated with a series of measures to
eventual avoid negative effects of this tax.
Table 3 Employee’s personal income tax (based on flat tax)
Taxable income/month
0
10.001
30.001

Employee’s
personal
income tax
to 10.000
0%
30.000
+ 10% of amount over
10.000 lek
more
10% of amount over
Source: Ministry of Finance

By applying the flat tax it was intended to reduce the tax burden of the workers, but in fact the it pl
increased the fiscal burden for the majority of employers.
Table 4 Amount of tax paid by progressive and flat tax.
Taxable
income

By
tax

18.000

By
progressive
tax
340

flat

Difference

800

-460

25.000

690

1.500

-810

45.000

1.940

4.500

-2.560

70.000

4.440

7.000

-2.560

90.000

6.440

9.000

-2.560

112

105.000

8.690

10.500

-1.810

140.000

13.940

14.000

-60

160.000

16.940

16.000

-940

200.000

22.940

20.000

-2.940

Source: Albanian Tax Office Income Report
So we can see that the "flat tax" reduces the incomes of the first groups which is the majority, and
favors and the fifth group which has got higher incomes.Considering that the most wages consist of
30-90.000 Lek we can see that the system of the "flat tax" damages the individuals with low middle
personal income and favors the individuals with higher incomes. Another change took place at the
level of income tax in summer 2013. There were changes in the boundaries of income tax of the salary
level, excluding the income tax on wages up to 30,000 lek (Albanian currency). This decision had a
positive effect to the a state budget by 2.5 billion, and about 220 thousand people benefited from this
change.Another change on the personal income tax liability is the remov al of personal income integral
declaration , which was introduced in the fiscal package in 2005. This change was thought to have
positive effects in fighting the tax evasion but it was not realised because it was considered premature.
The new government has promised to practice the progressive taxation so that to reduce the fiscal
burden on the poor and the middle class of the population and to raise taxes on the wealthy people
with higher incomes. Fieldhouse (2013) has concluded that the progress ive tax increase budget
revenues, and improves the public debt and inequality without any negative impact on economic
growth.Reduction of taxes, tax procedures and the fairness of tax administration are very important for
the development of the economy and welfare of the country. They are also the key for the stability of
the economy and the attraction of the foreign investors in Albania.
2.2 The Income tax
The reduction of the income tax from 20% to 10 % in 2008 decreased the tax of the business income
in the state budget. This reduction intended to encourage the creation of new businesses either foreign
or domestic so that to increase the income in the state budget, but in fact it was not successful. It
resulted in lower revenues, so it was 2.9% of GDP in 2009 versus to 3% of GDP in 2008.This flat tax
had a negative effect on the poor and middle classes and increased the personal income of the
businesses. It didn’t increase the income in the state budge. It also increased the difference between the
rich and the poor.
2.3 The Valued Added Tax (VAT)
The value added tax is a tax on consumption and costs, and for the first time it was applied in France
in 1954. VAT also existed in early Egyptian and Greek civilizations and Athens like a tax on sales.It
was reflected in the legislation of many countries after World War and continued to appear very quickly
in other countries.Since 1967 it has been applied in the majority of countries. The application of VAT
has been the most important event in the field of taxation for last 50 years. Being unknown before, in
the 50s it became very popular in about 136 countries including France.
The implementation of the VAT developed especially in 90s because it was applied even by the
countries in transition. In Albania it was put into practice for the first time in 1996.In the period 20072012, the value added tax (VAT) occupied the largest share of revenue to the state budget, by about
44-46%. About 78 percent of this tax revenue comes from customs system, while 22 percent of it comes
from the tax administration. The VAT includes 9,1% of GDP. When VAT was put for the first time
in Albania in 1996, was valued in 12.5. In September 1997, VAT was increased from 12.5 to 20 percent,
close to neighboring countries and beyond. The border remained fixed for many years . VAT, as a tax
on the consumer sphere, turned the majority of firms and individuals in great contributors to the state
budget. But as an indirect regressive tax, it damages people with lower incomes.The decision that
even those who could circulate about 5 million lek in a year had to obey the rules of the Value Added
Tax made the small businesses be included in it. This new scheme of taxation, VAT and income tax,
was done in an unsuitable moment, when the payment was very problematic. About 25-30% of the
taxpayers don’t present their monthly statements, 35-40% claim credit balance ( do not pay VAT) or
declare that they have not done all activities and only 30-40% actually pay the VAT.Nearly all countries
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of the world operate mainly with a scheme of a Value Added Tax (VAT.) which is different for different
goods and services, i.e. with different parameters for the respective goods and services. In Europe and
in countries with rich goods and basic services such as food, medicine, education, medical services,
electricity, gas etc. the VAT (VAT) is almost reduced to zero.
For example England, one of the most developed countries of the world has got a zero VAT on food.
This tax varies from 0 to 5% in most European countries, and this is done deliberately to protect the
people in need as much as possible. The reduction of the VAT for the basket vital foods, medicines
and health services, the removal of the VAT on importation of agricultural machinery, reduction or
compensation of VAT for the electricity for the consumers of poor families, the exception or reduction
of VAT rates for fertilizers, seeds and seedlings for other subjects before being used in agriculture and
livestock, are necessary measures to protect high social layer, judging by the poor of the family in our
country. Albanians are 8 times poorer than the average families of European zone.
2.4 The excise
The incomes from excise are generated by an additional tax called luxury goods. They include goods
which are not necessary in everyday life, it is a special type of tax that is applied on either domestic
products or foreign ones . Revenue from excise occupy approximately 2 % of GDP in our country .
There have been a few changes in fees constituent items , like coffee , drinks , alcohol , tobacco by products , fuel , cosmetics etc. During these years.. Revenue from excise tax for 2012 resulted in 10.5
percent less than forecast and 2.6 percent less than in 2011 . The recession has as excise collected from
customs and tax administration . Quantities of fuel clearance , beer , cigarettes and coffee , as the most
important articles in budget revenues have declined during 2009-2012 although the market demand
and consumption have been increasing . From 1 October 2012, according to law 61/2012 " On Excise
Taxes in RA " , all excise tax collected and administered by the customs administ ration . Law has
changed the elements of the declaration , payment and control of excise structure for some goods , but
not their extent .

3 Conclusions
The history of finance in Albania is characterized by a different policies. These financial policies,
with their advantages and disadvantages are trying to respond to the economic and political
development of the country.
Unlike economics and finance in capitalism, socialism finances rely on planning and centralization,
which are provided only in terms of the socialist way of production, in terms of the existence of socialist
social property of the means of production and the state of the proletarian dictatorship. The distribution
of monetary resources in a centralized manner and according to a unique policy for the whole country
used to provide the formation of centralized fund of the monetary resources in the hands of the socialist
state.
After the 90s, the tax system experienced a deep legislative reform, either financial or administrative
which used to fight the corruption and helped in giving the highest growth and progress to the country.
By placing the flat tax was intended to reduce the tax burden on employees but actually placing the flat
tax was lowered income groups before , which favors the majority and the fifth group , with higher
incomes .
The implementation of the flat tax aimed at the reduction of the tax barrier to help people. But the "flat
tax" reduced the incomes of the first groups which was the majority, and favored the fifth group
which had got higher incomes. The reduction of the VAT for the basket vital foods, medicines and
health services, the removal of the VAT on importation of agricultural machinery, reduction or
compensation of VAT for the electricity for the consumers of poor families, the exception or reduction
of VAT rates for fertilizers, seeds and seedlings for other subjects before being used in agriculture and
livestock, are necessary measures to protect high social layer, judging by the poor of the family in our
country. Reduction of taxes, tax procedures and the fairness of tax administration are very important
for the development of the economy and welfare of the country. They are also the key for the stability
of the economy and the attraction of the foreign investors in Albania.
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Abstract:Pay digital televisions are private companies which offer a number of television
channels in a single package against a price, by all means they do not offer only television
service but high technology. The platform’s objective is to maximize their profits by
rising the earnings and sales of the offered subscriptions. For this reason it is necessary
for them to know to whom they are offering the service and how it is used. They have to
do what in media is known as audience measurement. This is what this pa per is about.
First, we give an answer to the question: why the audience measurement is important to
pay television platforms? We are based on foreign literature and companies experience
which operate in this field. Second, we analyze the path that the audience measurement
has experienced through the years beginning with the diaries, interviews, people -meter,
portable people-meter until nowadays used equipment, the set top box. At each stage we
analyze the problems and the advantages of each device or method used for this process.
Third, we take into study and analyze the audience measurement in our country by
comparing the infrastructure with European countries. Furthermore, we analyze the
process and results done by an Albanian company which operates in pay television field.
This concrete case study gives us the possibility to come to some conclusions and modest
recommendations. The author’s work experience in statistics and in the pay television
field is an advantage for our study and we hope we give o ur contribution in the subject.
The interested parties are audio and visual operators, academics and the independent
institutions that operate in this field.
Key words: audience measurement, financial strategies, marketing policies, technology
investing, pay television market

1 Introduction
This paper is about the importance of audience measurement in pay television markets. Some efforts
are done regarding this matter but most of them are oriented by the advertising policies that audio and
visual operators adopt to increase their revenues and to organize the air-time. This paper goes further
and gives some more reasons why these companies must do private studies to have information
regarding the audience. As the customer of television market is unknown o nly professional studies can
give information about their preferences and how the actual programs are rated. We go even further by
giving some tools that help the process of audience measurement. For this we are based on the history
of other countries. In Europe audience measurement is highly developed. Some comparisons are done
to come to the conclusion that in Albania this process is far beyond. We are based on a case study of
an Albanian company to compare our theory with the concrete actions that the platforms has undertaken
once some results regarding the audience were on hand. At the end we come to some conclusions and
modest recommendations, hoping that this paper gives it contribution on the future studies regarding
this matter and issue.

2 Presenting pay television platforms
Pay television platforms are private companies that offer a number of television channels in a single
package by payment. On these paper we will simply rely as platforms. These companies offer not only
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television but high technology. The package contains high variety of productions, progamming,
interactive services, all made possible by digital transmission standarts.
Nowadays, in our country there are only two companies that offer this service named Digitalb sha and
Tring Tv.
Digitalb platform, for being more concurrent, has developed and offers in the package some added
services like:




PPV (Pay Per View)- the subscribers can pay only for the desired program when they are on
transmission
HD (High Definition)- a very high transmission quality. This service is offered only on (to)
some channels a part of which is self-programmed and the others are national channels.
VoD (Video on Demand)- the subscriber has a variety of programs or “a library” and can
choose anytime the desired program.

Both companies have expanded their markets in the rayon too. Now their they have activity in Kosovo,
Macedonia, Montenegro, Greece and further Digitalb in Europe too.
To understand the importance of why we study this market we may take in consideration the results
published by Digital Tv Research ltd. The total annual revenues of the Eastern Europe platforms,
excluding Albania, arrived the amount of 4,854 Usd or an increase of 8,3% in year 2011. Due to this
specialised in researches company the active companies have not reached all the potential market and
the revenues will tend to double by years 2017-2018.

3 The importance of audience measurement in pay television platforms
By measuring the audience, pay television platforms can program, realize and control several importa nt
features of their activities.
Further on, we will analyze the features that are highly important when it comes to strategic planning
based on role of the audience measurement.
3.1 To measure the product spread
Audience measurement differs from sales financial results. A product that is sold in a city is not
neccessary used in that area. Also, a sold product is not neccessary in usage. This because a client can
buy a scratch card and can become a subscriber once the card is used and the service is activated. For
this, by measuring the audience in a certain point the platform can valuate how expanded the offered
service is in certain territorial markets and can compare datas from time to time to see the trend. By
dividing the market in sectors the platform can compile different investing plans, segment the market
and implement various marketing strategies.
3.2 To determine marketing policies
Nowadays, television has a great role as an intermediary in advertisemen t policies for other companies.
Referring to a study, author Andrew Green (2011) this happens for some reasons as:





audio-visual images impact
high range and a fast cover to the targeted group
brands open competition
interactivity

By measuring the audience platforms can compile different marketing policies in terms of advertising
campaigns that other companies may want to implement. A high audience means a higher demand for
other companies for advertising spots and as a result higher airtime prices by the p latforms. The result
is obvious : higher advertising revenues. Advertising revenues may not be the main form of financial
performance, but refering from a study of Digital Research ltd “2011”, “Rezults in years tells that
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advertising market is increasing even in pay TVs”. By measuring the audience of every channel content
of the platform, the company can have demografic, social and economic informations of its subscribers.
For every channel the platform can have the percentage of audience composed by wome n or men, the
clients ages or if the subscribers are parents or not. By knowing the subscribers the advertising
campaigns are oriented to the target market. BSkyB is the leader in pay television market that operates
in Great Britain. BSkyB begun to offer airtime, for advertising spots, to other companies in 2010.
Audience measurement management and advertising campaigns are part of SkyMedia, a branch of
mother company. Referring to the official site of SkyMedia, BSkyB has developed audience
measurement in terms of defining its marketing policies. In collaboration with TNS, an audience
measurement tool is highly developed named Skyview. BSkyB takes feedback from the subscribers in
terms of sensitivity toward advertising and that have an imediate response that is buying the advertised
goods. By recognizing the sensitive clients the advertising campaigns will be more effective and the
airtime will be used in accordance with the right channels and the right time. This detailed study makes
BSkyB platform highly demanded from all the other companies that wants to use television as an
advertising way(tool).
3.3 To measure the commercial channels audience
Platforms can generate revenues by offering channels to commercial companies that sell their products
through television. So, platforms offer their television frequency for a certain price by offering an
opportunity to these companies to have a channel where they can promote and sell their products.
Platforms may generate revenues by a profit-share for the sold products of the company that is using
the frequency.
To generate higher revenues in one of the mentioned ways, platforms must measure the audience of
these channels type. Higher the audience, higher the revenues. A high audience makes the platform
attractive for the companies that has this strategy type.
3.4 To valuate the own-producti ons
Platforms can choose between several strategies regarding the programming content that is transmitted
in their channels. They can invest in their own productions by expanging their programming variety.
Audience measurement is important to define the own-production themes. A platform, can not invest in
a production if the audience preferences are unkwown. The platform must be oriented by these
preferences to make the package as much attractive as possible. Audience measurement can rate the
own-production success that has been transmitted. If a production is not having the planned success, the
platform may take in consideration to stop its transmission in time and save the expanses that may occur.
3.5 To organise the television channels
Platforms can develop their products in several forms mentioning:




a channel that shows only one kind of program (movies, serials, documetaries or kids movies)
a channel that shows a variety of programs (a combination of movies, serials, documentaries,
sports, productions, kid movies)
packages that contain a number of channel combining the forms above

Audience measurement gives the opportunity to new platforms or actual ones to meet the audience
preferences. Then, they can offer the best way to organise the programmes in their channels. In
accordance to the results achived in 2011 by BskyB, this company offered a new channel, Sky Atlantic,
that is dedicated to serials or television shows that were produced recently.
3.6 Improves the offered programmes
Nowadays, television audience has a high variety to choose. There are many free televisions, pay
television platforms that offer different channels in their packages, all offering a high opportunity to the
viewer to choose what to see. Their existance drives the competitions in high levels too. Content is a
very important advantage for every company that offers television.
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Refering to Mr. Jeremy Darroch, CEO at BSkyB, speach in 2011, “More customers are choosing Sky
than ever and they are taking a greater variety of products from us. Importantly, we never forget that
such success comes only when consumers choose to reward us with their business. Customers always
have a choice and we must walk to their drumbeat. For us, that means serving them with a set of
entertainment and communications products which meet their needs better than anyone els e. The
combination of great content and great innovation has been a driving force behind our growth over
recent years: helping to build loyalty among existing customers; attracting new customers; and driving
take-up of new products. These strengths have also proved durable in a tougher economic environment.
At a time when customers are facing pressure on household budgets, we have found that many are
staying in more and are looking for better entertainment in the home. So we're investing sensibly in
areas that play to our advantage and create more reasons to choose Sky”
Measuring the audience, the platforms can fit programming according to the main topics that viewers
prefer and organise the content due to the hours when visibility is higher.
3.7 To compile technology investing policies
Audience measurement offers to the platforms the opportunity to know the actual or potential customers.
If the audience has high demands for the services, the platform must meet the requirements by following
the technology developments.
Nowadays some of the investments in technology are: interactive services, internet connection, Video
On Demand, High definition transmission, 3D, Pay Per View etc.
Such investments require a detailed study of the actual or potential customers . To understand this we
take as an example Canal+ platform, which operates in France. Referred to Eurosat magazine (May
2012), in 2010 this platform enriched its programming with a 3D channel entitled Canal+3D. audience
measurement resulted that French viewers, which had 3D televisions, used this channel only 5 minutes
a day, returning then to 2D transmission channels. This result was the reason why this platform decided
to end in January 2012 the 3D transmission.

4 Audience measurement methods and devices
Referring to Graham Mytton, BC World Service, audience measurement is realized by statistical
methods by which we can come to conclusions for the population if some small groups are studied,
called samples. The answer to the demand about the number of the elements of this group, despite the
requirements that are dictated by the statistical theories, is orientated by cost analyses and the time in
disposal.
4.1 Audience measurement methods
Referring Webster, Phalen and Lichty (2006) audience measurement can be done in two ways:
First method is gross measurement meaning: measuring the audience in a specific moment. The final
information is an average of all the gross measurements done during a period of time.
Second method is to measure the accumulated information. This way eliminates the doubled audience.
So, the time that a viewer watched a certain program that is transmitted more than once during a week
is counted only once.
4.2 First companies and equipments that measure the audience
Many studies describe how the audience can be measured. Below we summarize briefly the forms and
equipments that are used in years to reach (rich) this goal.
The diary. It is a pre-drawn form, a table grilled in 15 minutes, that is filled by the interviewers.
Everyday the viewers should fill the time when they wathed television, which channel, program and
how many minutes they watched. This form is used even nowadays when shortrun studie s are done.
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Phone interview, similar to the diary method. In this case the viewer should answer the same questions
regarding the previous day activity. Interviews are differently called qualitative audience measurement
because they give detailed information by making use of a pre-drawn form.
America is the country where audience measurement is born. The first equipments were presented by
Nielsen, a private company, in ‘50s. This equipment can record if the television device is switched on
and which channel is sintonised. The recorded information is then sent by making use of a phone line
to the base where the study is taking place.
AGB (Audit of Great Britain) was born in the ‘50s and today is known as TNS. It was the first company
that was operating in audience measurement field in England and the first to complete the former one,
Nielsen. AGB presented Peoplemeter, the newest mos innovated equipment that could fullfill the
requirements.
Statistical Research inc (S.R.I.) begun its activity in the ‘90s. Th is company presented the first
equipment that may be used for pay television platforms. These platforms offer various numbers of
channels and this made it difficult to reach the goal with the former equipments. The new device used
the same technology that barcode readers do.
Portable Peoplemeter device was born as a neccessity to measure outdoor audience. This device every
moment catches audio signals and encodes them, by this way it measures how much its user is exposed
to television or radio.
Nowadays, with the new digital technology, it is possible to measure the audience directly by the Set
Top Box. This device is neccessary to be in use by the viewer one he has subscribed in a certain platform.
It can catch the signals withdrown by the platform and can transmit data too.
This is the way that BSkyB uses, which in collaboration with specialized in audience measurement
companies achieves results on this matter. Nowadays, about 75 states in the world use the electronic
ways to measure the audience.

5 Concerns about the forms of audience measurement
5.1 Audience measurement via phone or diary.
According to Kent (1994) Webster et al (2006), during the use of these funds should be considered a
series of possible errors:







Completion of diaries requires knowledge of viewers
Viewers may forget to do their recordings on visual activity. Filling diaries results more
accurate at the beginning of the period and less in its enclosure.
Families not always pay attention if children are watching television programs and in which
particular program, they often compile diaries on behalf of their children.
Increasing complexity television has become very difficult recording journal visibility through
the diary.
Form via telephone interview on the visibility of the previous day is always room for human
error.
According to Friedman and Ayer (1989) "the preferences on a program or television channel
affects the response at the time of data entry required”

First electronic devices-main problems arised by making use of these devices:




Devices are expensive.
Devices do not count the number of viewers in a room
Devices do not give feedback regarding the audience characteristics

People-meter- referring to Gill (2000) several problems are listed:


are expensive and have high production, maintenance and installation costs
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there might be several errors while using it especially from younger ones
Normally, the audience offered to use these devices are volunteers, this puts in question if they
really represent the population
As people-meters are for indoor use, commonly by families, it doesn’t give any information
regarding the outdoor audience.

Portable people-meter may be the most sophisticated device but some problems follow its usage:

high production costs
 due to small size they can be easily lost
 requires strong collaboration between the firm that is doing the study and the medias in order
to encode the caught audios
 The device can catch other audio signals from other users whom are at the same place where
the main user taken into study is
Because of these problems the companies are always in research for new technologies that may
substitute the current ones. Technology development, as in every other field, will contribute by all
means even in audience measurement process.

6 Institutions specialized in audience measurement
Audience measurement in Europe has already its own history. The interested companies can collaborate
with specialized in audience measurement firms. Despite these firms, there are some independen t
institutions or entities which has as their activity to measure the audience. We mention Auditel that has
its activity in Italy. Created in 1984 and since then the published results are core material to define the
productions success. Auditel has capital from RAI (the public television), Mediaset (a group of private
televisions), UPA (advertising companies) and media institutions.
Media Analyse (MA) has its activity in Germany. It is created as a syndicate compounded by advertising
and media firms. Since year 2000 MA measures the audience by making use of the phone interviews.

7 Audience measurement in Albania
In Albania does not exist an independent entity which measures the audience either for the public, not
paid, or paid televisions. Referring to a raport of Ilda Londo (2012) “some measurements are done by
KKRT (National Radio Television Counsil) in year 2003 in oder to have some information regarding
the main television channels programs”. INSTAT (Statistics Institution) publishes in the official website
only some information regarding the overall number of television devices, the number of television,
radio operators and the structure of the programming airtime grouped in terms of thematics for each
operator. Referring to “Spare time study” publis hed by INSTAT, in Albania television occupies 40%
of the spare time, differenty said 2 hours per day per person. These are not enough and weak
informations for a television operator to make use of and make strategic planning. For these reason they
are obligated to make individual audience measures.

8 Some audence measurement results-study of Digitalb platform
Part of Digitalb’s platform are 57 satellite channels, 20 of them have programs organized by the platform
and that are grouped by a certain thematic. Some foreign and successful channels are included as part
of the platform. Channels are organized due to the themes and audience group -ages. There is a
commercial channel entitled Shop TV. Since 2010 the platform has produced some own -productions,
social themes, arts and entertainment oriented.
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Referring to Digitalb some affords are done for the audience measurement since the beginning of the
activity. Helpdesk was in charge of this process by making use of the phone interviews. First, the studies
had as main goal to have information regarding the most preferred channel part of the platform. Each
interviewer was asked “which channel are you looking at?” and after processing the data some minimal
information was gained. By becoming stronger in the market, there was the need to have specialized
measurements with a wider range of results. For this reason, the platform invested on audience
measurement in year 2011 with the collaboration of a private specialized firm. First, a test form was
done in collaboration of both companies for having the goal realized. The interview was made by phone,
in some cities by choosing a random group of subscribers of the platform. The panel was made by 1100
interviewers of different ages, demographic profiles, different revenu es, or work status.
Some of the audience measurement results are listed:






Viewing time is high, 97% have an average of 3 hours per day to watch television on the spare
time
preferences for movies, news and sports differ second group -ages
by age growing there in a decrease on movies preferences followed by an increasing the news
preferences
59% of the panel watched television by night, 24% in afternoon, 6% in midday and the rest in
the morning and midnight
60% prefer movies, 37% news, 27% sports, 23% documentaries, serials etc

By processing the gained data the platform now has the possibility to have a wider information of its
channels audience. The information is presented to other companies that are interested to collaborate in
advertising or any other field.
By making use of the audience measurement results the platform has decided to invest on its
programming by buying the right to transmit some very successful movies that have high audience
abroad.
More interest is shown toward the airtimes when the most viewed programs are showed and when the
audience has the time to watch them.

9 Conclusions and reccommandations
In this paper we studied the importance of audience measurement not oriented by advertising needs.
Instead, some arguments are detailed which lead to the conclusion why it is important for a pay
television platform to measure the audience. These platform’s main goal is to maximize the profit by
increasing the revenues from the products and subscriptions sales. For this, audience measu rement
comes to help in achieving this goal. We came to the conclusions that strategic planning must depend
on specialised studies of the audience that reaches the television signals.
In Albania audience measurement is not developed. No specialized and independent entity exists as in
other countries does. Some measures are done by independent statistical institutions, but the information
range is very low and not enough. In particular there is no information regarding the audience of the
pay television platforms in country. Audience measurements are done by the interested parties, but even
these measurements do not compare with the levels reached in Europe.
We described a case study in a former pay television platform. Even though the standards are yet far it
is a step forward in audience measurement.
First, we recommend that more studies are done regarding this field and the correlative relation between
audience measurement and the success of an operator. Second, there must be some efforts to create an
independent entity either by the state or the interested parties. The existence of this entity would make
possible to have in time information regarding the audience measurements and would come to help to
all audio and visual operators.
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Abstract: The business environment today is characterized by strong competitive
pressures; therefore most companies focus their efforts in maintaining a satisfied
customer base. There is a full coherence between management and marketing theorists
on the importance of service quality as a key to business success.Companies which
produce high quality service also have higher economic returns than their competitors,
who are not so oriented services.This is particularly true in financial services where
deregulation has created an environment with multiple choices for bank costumers, in
meeting their financial needs. In response to this, many financial institutions are focusing
their strategies to increase customer satisfaction and loyalty through quality consumer
services.Achieving consumer satisfaction via internet banking has found widespread
support in the theoretical literature. This makes it imperative to empirical analysis results
which will help improve work and management.In this context the main problem of this
study will remain the question. How satisfied are customers with quality banking services
and does improvement of these services leads to increased customer satisfaction. The
study is applied taking into analysis two banks. Raiffeisen Bank (RZB) and National
Commercial Bank (BKT).Data Are analyzed using descriptive statistics These data are
presented in tables and graphs. Questionnaire include demographic data and consumer
questions which aim to attract their opinion about the five key dimensions 1. Reliability,
2. Accountability, 3. Readiness to provide timely service, 4. Return of banking services
from tangible to intangible in consumer banking, 5. Sensitivity. Assessment of consumer
expectations banking is done with scale from "much worse than we expected" "worse
than expected", "as expected" in "much better than expected.”
Keywords: e- banking, financial service, consumer service, information.

1 What is E-banking?
All banks are present on the internet with a website of their own , which gives general information about
the bank and the services it provides . However , internet banking goes a step further , since it allows
customers to enter the Internet to their accounts on-line 24 hours a day, 7 days a week , directly from
their homes or offices and perform banking operations want . In other words , internet banking can
define a range of services , offered through electronic channels of distribution and communication, of
traditional and new products and banking services. However , it should be noted t hat internet banking
, at least at the current stage, don’t tends to replace the traditional channels of distribution of banking
products . He stands with a set of channels , ranging from traditional ones ( like counters subsidiaries )
to the automatic ( like ATMs , Pos ), in the context of fulfilling and strengthening customer report bank , to realize the strategy called multi-channel.
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Table.1 Services provided via the electronic.
Information

Balance control

Financial product

Account status

Bursa

Status credit
cards/debits
State personal
checks

Exchange Rate

Transfers of
funds
Transfers

Credit

Others

Credit limit

Repayment of
the loan
Direct debiting

Application

Financial
counseling
Reporting of
incident
Management of
personal finance
Other financial
products

Payment with
credit cards

The loan
approval
Transfer

1.1 The advantages and benefits of Internet Banking
Internet banking fulfills many functions in the relationship between the bank and its customers.
Besides the presentation and recognition of the banking institution, and its initiatives, this service also
offers other benefits such as:





1.2

Convenience: unlike bank counters, bank websites never closed, they are open 24 hours a
day, 7 days a week. It is not necessary to lose time waiting in queues, because banks are now
just a click away.
Wherever occurrence: if you are away from your city or even abroad, you can connect
directly with the bank and your account and take care of personal finances.
Quickly of transactions: often, online accounts realize and confirm banking transactions
quickly than the ATM slot machines.
Efficiency: You can access and manage all your accounts, including deposits, pension funds,
securities, etc.., And all this from a single web page.
Effectiveness: a large part of the banks offer on their web sites, sophisticated instruments,
alarms or management programs to help you manage all your assets more efficiently.

Internet Banking In Albania

Most of the products offered by commercial banks in Albania , are part of the traditional services
deposits , account transfers . Deposits have been the most popular product by the public , but in recent
years , efforts to minimize cash transactions ( channeling employees ' salaries through banks ) led to a
rapid development for other products ( loans may be mentioned here , overdrafts , cards etc. ). A part of
users, initially seen with disbelief these products and tried to stay away from them, but gradually, with
increasing amount of information about the advantages of these products, their use is becoming routine
. In this process, banks have a key role in educating the public about new products. To serve this purpose,
have tightened regulatory requirements for transparency of banking operations with the public (
publication of working conditions clearly and easily accessible to enable their comparison between
banks). After familiarization with the above products, is enabled internet banking in Albania.
The above facts speak for internet banking in its infancy in Albania. Although the Albanian market
there are banks that have the support of powerful groups of foreign bank, this service is not yet
developed. The main reason is cost ratio - benefit. If there is not a significant number of clients who
will use this service, the high costs associated with its provision, mentioned above, would lead to losses
for banks. On the other hand, if you do not provide a certain service is difficult to determine the nu mber
of its potential users.
1.3 E-Banking quality services
Intensive development of the Internet has also changed the way companies and customers interact.
Based on SERVQUAL method used for traditional distribution channels Zeithaml (200.2002) propos ed
a measurement instrument with seven service quality dimensions for measuring e -service cilësiën. This
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was followed by a study of the same author SERVQUAL technique compared to the ES-qual concluding
that some traditional dimensions of SERVQUAL module also can be used for in-service quality. But
other dimensions associated with this technology are added to this technique.
E-S QUAL initially consisted on 11 dimensions which was further reduced to 7, by Parasuraman. Basic
dimensions are: efficiency, system availability, fulfillment of the obligation and Privacy. Additional
dimensions are accountability, compensation and contact.
Recent studies show a combination of traditional techniques and dimensions SERQUAL online
communications.
Li & Suomi (2009) proposed eight dimensions of quality electronic services, which are
Web design, reliability, responsiveness, assurance, fulfillment of obligations, personalization,
information and empathy.
Following these studies dimensions of electronic service quality can b e explored in the context of online
services or e-banking.

2 Methodology and Research Results
2.1 Search methods can be statistical or case study.
This study is based on a combination of qualitative and quantitative methods. Through quantitative
methods will be drawn the results from perspective of banking customer. The questionnaire will be
used. In questionnaires to the customer goal will be to note the level of demand for banking services,
what are the factors that influence the choice of one or the other bank and what consumers expect from
Albanians bank. While further qualitative methods are used in order to interpret the quantitative results
and to note marketing concept from the perspective of banking structures. In view of this goal will be
interviews with local managers and marketing directors at the central level. Both methods help in the
accurate measurement of dimensions. This will be a formal study because it goes beyond exploration
of facts using well-structured procedures which aim to provide answers to some questions.
Control variables
The study is non-experimental because we have no control over the variables. The paper may be a
statistical analysis or a case study. In our case it is about a case study because it will not raise the
hypothesis analysis but will focus specifically on consumers of one or two banks. (RZB & BKT) The
research will be cross-sectional because it refers analysis to a single period of time and not recidivist
in different periods.
2.2 The procedure of data collection
Determination of sample and population. The population consists of a number of 200 clients whom it is
addressed questionnaire.
Source of data
Are used primary and secondary data. As instruments of data collection will be used questionnaire with
clients of banks, as well as structured interviews or semi-structured interviews with bank executives.The
questionnaire will be built on five dimensions which are pre-tested as dimensions of service quality.
Summary of statistical model
Data were analyzed using descriptive statistics such as frequency, mean, standard deviation, etc. error
allowed. These data are presented in tables and graphs. Questionnaire include demographic data and
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consumer questions which aim to attract their opinion about the five key dimensions that make up the
three main dimensions of services:
1.

Technical

2.

Functional

3.

Image

Basic dimensions of services, some of which is required banking customer opinion:
1.

Reliability

2.

Accountability

3.

Readiness to provide timely service

4.

Return of banking services from intangible to tangible for banking customer.

5.

Sensitivity

Assessment of banking customer expectations will be with scale from "much worse than we expected"
"worse than we expected", "as expected", "better than we expected" in "much better than we expected.

3 Conceptual Perspective of Study
Based on findings that literature provides is also built the analysis of this study. Used models and
concepts presented in the figure below. The Construction of this scheme is based on two main pillars
of this study: Consumer satisfaction and quality of services (mainly focused on internet banking). This
is done in order to see how evolving consumer satisfaction with improved and the quality of internet
banking. Consumer satisfaction is conceived based on a number of banking services and among them
The Internet service during the last 12 months, taken from a population of 200 banking customers.
Quality of service is also conceived as a process of consumer evolution while the latter increased use
of banking services and manly internet banking and this evolution is based on consumer perceptions
for banking services and expectations realized by this service. Consumer satisfaction measurement is
made using the stairs "much worse than I thought" to "much better than I thought."
For measuring consumer satisfaction are using three categories which are:
a.

Levels of Performance-used scale as poor poor, good, very good.

b.

Levels of disconfirmation-are scales as worse than what I thought or better than what I
expected

c.

Levels of satisfaction are those that use a scale from very dissatisfied to very satisfied

4 Empirical Results and Data Analysis
This part of the chapter consists of the data and their analysis. The empirical data presented in the
following order:


The data of the interviewees



Report satisfaction / dissatisfaction of respondents with quality banking services offered by
RZB and BKT



Listing of priority service dimensions
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The overall level of satisfaction for the quality of service to Internet Banking RZB compared
with BKT.

Part of the interpretation of the data will analyze the results and findings from research trying to answer
the questions raised at the beginning of the study.
Percentages of Responses
Of the 100 questionnaires sent to each bank (BKT & RZB), 77 questionnaires were returned for RZB
and 62 for BKT

validy
unvalidy

Fig.1 Percentages of responses
Questionnaires

RZB

BKT

77

62

23

38

Valid
Invalid
Source: Primary data processed by the author
Demographic data of respondents

Men

RZBWoman

RZB, Femra,
52%, 52%

Men

BKT,
Femra
, 44%,
44%

RZB, Meshkuj
, 48%, 48%

BKT Woman
BKT,
Mesh
kuj ,
56%, …

Fig.2 Information on gender
For RZB 48.9% of respondents were male and 59.1% were female. For NCB, 56.5% of respondents
were male and 43.5% were female.
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data on the age of the respondets
BKT
Series1
over
under
, 46-55,
55
25
11%,
5%
14%
11%

Series1
, 36-45,
26%,
26%

RZB, 4655,
21%,
21%

RZB, 3645,
34%,
34%

Series1
, 25-35,
44%,
44%

RZB
over 55
0%

under
25
11%

RZB, 2535,
34%,
34%

Fig. 3 Data on age
For RZB, 11.7% of respondents were under 25 years of age and 33.8% were between 25 and 35 years
old, while 20.6% were between 46 and 55 years old. For NCB 14.5% of respondents were less than 25
years old and 43.5% were between 25 and 35, while 25.8% between 36 and 45, 11.3% between 46 and
55 years old, and 5% over 55 years. This shows that the majority of respondents were in the age group
of active population (25-45 years old)

5 Information on education
All respondents had completed at least high school (63% of them), 17.8% of high school (bachelor),
and further study 16.9%.
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Fig. 4. Data on income level
For RZB, 29.9% of ALL income under 30,000 per month, 33.8% between
60.000-100.000 and other over then 100,000 .

30.000-60.000, 18.2 %

For NCB, 6% below 30,000, 50% between 30-60000, 37% betwween 60-100000 and 7% over than
100,000
others
6%

BKT, ,
0, 0%

RZB, ,
0, 0%

others
1%

BKT, ,
0, 0%

RZB, ,
0, 0%
single
29%

single
36%

marrie
d
70%

marrie
d
58%
Fig. 5 Data on civil status

A summary of demographic characteristics is given in the table below
Table. 2 A summary of demographic
RZB
Variabel

Gender

Age

Category

BKT

n=77

n = 62

Frecuency

Percentage

Frecuency

Percentage

Female

40

51.9

27

43.5

Male

37

48.1

35

56.5

Under 25

9

11.7

9

14.5

25-35

26

33.8

16

25.8

36-45

26

33.8

16

25.8

46-55

16

20.8

7

11.3

Over 55

-

-

3

4.8
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Education

Income
ALL

in

Civil status

Postgraduate

13

16.9

5

8.1

Bachelor

16

17.8

5

8.1

Secondary

48

65.3

52

83.9

Under 30.000

23

29.9

4

6.5

30-60.000

26

33.8

23

37.1

61-100.000

14

18.2

12

19.4

100.000 +

-

-

11

17.7

Married

54

70.1

36

58.1

Single

22

28.6

22

35.4

Other

1

1.3

4

6.5

In the table are used the following abbreviations
MW- Much worse from what I expected
W- Worse from what I expected
EE-Equal to expectation
BE-Better from what I expected
MB-Much better than what I expected

Demographic variables and customer satisfaction
Table.3 Demographic variables and customer satisfaction
Statistical
values
KruskalWallis

Evaluation of Consumer Satisf action

Vari
abel

Category

Gen
der

Female

0

14

43

8

4

Male

1

13

42

12

2

Under 25

0

4

13

1

0

25-35

1

10

29

8

5

36-45

0

10

25

7

0

46-55

0

3

16

3

1

Over 55

0

0

2

1

0

Postgradu
ate

0

2

9

0

0

Bachelor

0

5

13

0

0

Secondar
y

1

20

63

20

6

Age

Educ
ation

MW

WE

EE

BE

MB

Statistical
Df.

Ht
significant

0.643

1

0.422

2.99

4

0.56

0.33

1

0.565

Value
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Inco
me

Civil
status

under
30.000

0

2

2

0

0

3060.000

1

9

32

4

0

61100.000

0

6

27

4

1

100.000 +

0

10

24

12

5

Maried

0

15

55

15

5

Single

1

11

26

5

1

Other

0

1

4

0

0

11.033

4

0.026

3.437

2

0.179

Results show that, overall differences in consumer satisfaction from the quality of internet banking
services vary only between income groups. Thus, consumer satisfaction and services quality have a
statistically strong relation only to the categories of income, and does not seem to be strong links to
other categories such as age, education or civil status.

Easy of doing transactions on-line RZB

Easy of doing
transactions on-line

Fig.6 Ease of doing transactions on-line

Ease of doing transactions on-line

W

E

B

MB

13%

59.70%

26%

1.30%
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How much comprehensive are banking services to the
customer - RZB

How much
comprehensive are
banking services to the
customer

Fig. 7 How much comprehensive are banking services to the customer

How comprehensive are banking
services RZB

W

E

B

MB

22%

59.70%

17%

1.30%

Accuracy of information

Accuracy of information

Fig. 8 Accuracy of information received from the bank
W

E

B

MB

|Accuracy of information

62.30%

18%

3.90%

16%

The velocity of service offering

The velocity of
service offering

Fig.9 The velocity of service offering
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The velocity of service offering

MW

WE

EE

BE

30%

48.10%

18%

3.90%

Conclusions and Recommendati ons







The role of service quality in achieving consumer satisfaction is defined as a priority by
respondents in the study and practice as emphasized its importance in the literature.
There are some areas in which literature and the opinion of the managers are seen as very
separate. For example, marketing managers give the highest priority to price, which does not
occur in literature.
Another example is the development of new product, which refers quite literature, but from
managers considered less priority. The reason that managers give lower priority has nothing to
do with the fact that they see it as trivial, but think that improvements in this area is not easily
made.
Services should be perceived as quality of customer banking.
Quality of service helps to achieve consumer loyalty and confidence building to the bank, just
like in any other business. Bankers may perceive quantitative services in terms of number of
branches, ATMs, and the number and types of accounts offered. Services may be perceived by
customers as quality in terms of attention around their needs. Quick service and competent
help ensure consumer satisfaction. The ability to listen is key to building confidence to
customers.

6 Conclusions
As a result, the percentage of consumers who make online transactions through Internet banking is 9
percent, this means that e-banking is in its early stages of growth in the banking sector, as long as it is
a new service and will have the ability to progress and expand in the near future.
This can be explained by several reasons:







First, the lack of specific infrastructure, where Internet use is mainly used by ages under 40
who are prone to curiosity to new services.
Secondly, the lack of support Electronic payment systems, a significant proportion of the
respondents were not familiar with internet banking terms mentioned in this project. According
to some of the customers are not informed about new developments and innovations in the
banking sector and they face a lack of information, which depended mainly on the relationship
between banks and potential customers.34 percent of respondents have a debit card, while
Internet banking is used by only 15 percent of them. The main reason why they do not use
Internet Banking service is the loss of security, as a result of incorrect or no knowledge of
certain information related to security and banking technology.
Finally, it is important to note the optimism with which Albanians see the future use of Internet
Banking. The new technology changes in the Albanian banking sector are a positive sign,
promising a better future, based on the advantages of e-banking and also one of the most
important is the fastest way in which customers can perform their transactions on -line.
Changes in consumer satisfaction between the two banks connected to the Internet banking
service noted evidence of a higher level of satisfaction for customers of National Commercial
Bank

The differences can be explained by:
 providing preferential rates
 speed Promotion use of portal-largest offering these services by National Commercial Bank

134








It was noted evidence of a strong link between satisfaction of Internet Banking service and
service quality between groups with different levels of income and education, but no difference
was observed in groups according to gender, age or civilian status.
In terms of the impact of Internet Banking in total satisfaction were observed evidence of such
an impact on both banks of the two banks
For the main reason for the low usage of Internet banking has low public trust to online
transactions and lack of infrastructure. Albania still a good percentage of the population has a
bank account.
Lack of knowledge of technology is another factor that hinders the widespread use of Internet
Banking.
It was noted that this is an argument that does not usually found in the theoretical literat ure but
that is typical of developing countries such as Albania.
The low number of users of Internet Banking is an indication that Albania is still in its initial
stages of the development of this banking service
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Abstract.Through this thesis I would like to present to the reader information on criminal
action in the computer sector, features of prosecution, disclosure, prevention and
punishment of the authors of this criminal action. These type of crimes encountered in
the last decade, are of international character and they cause serious consequences,
threatening personal or public property rights through computer fraud. For first time, the
computer crimes were predicted in the Albanian penal legislation in 2008, in a full
approach with other European Union and USA countries experience. Of special interest
for the reader it will also be the legal analysis of criminal actions of “through computer
distribution of pro genocide or antihuman crime” “Intimidation caused by racism and
xenophobia through computer system” “computer fraud”
“Through computer
counterfeiting “ “Unauthorized access in a computer” The aspect of legal analysis of
material law closely linked with the transformation changes that criminal procedural law,
will be presented in the function of a full and comprehensive investigation, by charging
new competences and responsibilities to Juridical Police for accelerated storage and
maintenance of data, as well as the accelerated storage and partial disclosure of computer
data. Moreover, I aim to create a clear concept on digital evidences as well as their
sequestration procedure. The accomplishment of computer investigation will be
presented closely linked with procedural competences in order to store the accelerated
observation of certain computer data, include here the rules of delivery. Although that
criminal act of computer fraud is more actual, electronic crime also expands in some other
criminal acts, such as: child and female abuse, counterfeit, threat of murder, robbery,
terrorist acts, prostitution, financial crime, etc. Last but not least, in this thesis I will
present to the reader manageable aspect of investigation and judgment of these acts,
mainly in Tirana.
Keywords: criminal , computer , Juridical Police , Albanian, European Union , USA

1 Introduction
The rapid changes in the technologicarea have not only made possible for the information to be available
at any place on Earth or space, but also to influence every life aspect of the individuals and the societies
in general. On the other hand, the mass use of computers and its advantages enable the c oordination of
action between criminal groups form different countries which increases the size and the pace of
criminal activity. The spread of computer technology in all life aspects, the difficulty of identification
and detection and the development of a mutual world wide web have actually enabled the cybercrimes
to be more dangerous and to be present in many countries simultaneously. Thus, computer crime is an
important issue pertaining to all the countries worldwide. In Albania as well, according to th e statistics
there are about 1.4 million users of internet i.e. almost 49% of the population with a rate of increase of
60% in the last decade. Only on Facebook there are 1.084.880 registered users from Albania. On the
other hand there exist databases where information about the public and private institutions’ financial
and economic state are administered, some of which may be also classified information. The wide
distribution of the web and computers potentially increases the risk of illegal intervention in the system
in order to steal or modify classified information which would further lead to grave consequences. For
example the leak of information from the State Police or the Prosecutors’ Office for a certain case,
would not only jeopardize the integrity of the investigation but would also put in danger the life of the
individuals involved in the process particularly the witnesses and the collaborators of justice.
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2 The development of the legislation against computer crimes
The first law with solid provisions against computer crimes was passed in the US in 1984. This enabled
the protection of the classified information in the databases of the computers being used by the public
administration and financial institutions. According to these provisions th e computer crimes are
classified under three main categories: The unauthorized access or obtainment of information from the
financial computer networks, credit institutions, businesses and government agencies. The transferring,
damaging, destruction or interference of/with the information and the restriction of unauthorized access
to computer data bases. The access of governmental information of national importance regarding
defense and international relations. Later on, in 1985 in Canada, some articles were implemented in the
Penal Code, regarding the computer crimes such as: unauthorized intervention in the computer systems
and databases; the use or the attempt to use a computer system to commit one of the following offenses:
destruction, reproduction, termination, and the deliberate damage of the data; illegal spying on
communication, the theft of telecommunication services; illegal earning of communication facilities;
the use, withhold or the smuggling of passwords etc. The penal legislation has undergone sensible
changes in the provisions regarding computer crimes also in the European countries. Changes of this
nature are the ones in the Polish penal code (1997), which envisions the criminal offenses in acts
committed through telecommunication fraud, s oftware theft, computer espionage and the prevention of
the risks related with the interference in the databases and data processing entities. Another example is
the Macedonian penal code of the 1996 which condemns the interventions in the computer networks.
For the first time, computer crimes were envisioned in the Albanian penal legislation in 2001 with the
changes in the article 192 of the Penal Code, “Interference in the computer networks”. This provision
predicts that: “The intrusion of any form in the computer software or networks constitutes a criminal
offense and it is condemned by monetary penalty or imprisonment up to three years. The same offense
when brings about serious consequences can be condemned with an imprisonment up to seven years.”
Whereas in 2008, there were other important amendments in the penal code regarding the computer
crimes, which were in accord with the experience of the other European Union countries. These changes
are based in the legal context below: The Budapest Convention on Cybercrime (Council of Europe )
ratified with the law nr.8888 of the date 25.04.2002
The Lanzarote Convention on the Protection of Children against Sexual Exploitation and Sexual Abuse
(Council of Europe) ratified in the law nr. 10071, date 06.03.2009
The Guidelines nr. 2011/92/EU of the European Parliament and Council of Europe on the fight against
child abuse and sexual exploitation and child pornography.
The main dispositions that the Albanian penal code envisions nowadays in the field of information
technology are:
Article 74/a, “Computer dissemination of materials in favor of genocide or crimes against humanity.”
Article 84/a, “Threat due to racist and xenophobic motives through the computer system”,
Article 117, “Pornography”,
Article 119/a, “Dissemination of racist or xenophobic materials through the computer system”,
Article 119/b, “Insulting due to racist or xenophobic motives through the computer system”,
Article 137/1, “Theft of the network of electronic communication”,
Article 143/b, “Computer Fraud”,
Article 186/a, “Computer falsification”
Article 192/b, “Unauthorized computer access”,
Article 293/a, “Unlawful wiring of computer data”,
Article 293/b, “Interference in computer data”,
Article 293/c, “Interference in computer systems”,
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Article 293/ç, “Misuse of equipment”,
A computer crime can be considered any type of illegal action which is committed directly against data
bases or computer systems and also when these actions committed through this technology.
The target of these criminal offenses are the legal relations established to ensure the confidentiality,
integrity and the availability of the computer systems, network and data as well as to protect the
legitimate rights in the use and development of information technologies.
These criminal offenses are committed through acts which aim to illegally interfere in computer
transmissions and programs. The lawmakers have considered illegal any interference in the computer
programs and transmission without determining the kind of interferen ce and the concrete method by
which this is achieved. The illegal interference can be partial or whole and can be achieved through
illegal interceptions, interferences in the system or data bases as well as through the misuse of the
computer devices to commit the above mentioned offenses. Objectively considered, these offenses
necessarily demand a flow of consequences. These offenses are deliberately committed while the
motives or intents have no relevance for the qualification of the criminal offense, oth er than the
increased social risk.

3 The accelerated storage and data maintenance and preservation of
accelerating or partial disclosure of computer data
In the fourth chapter of the section II of the Criminal Procedure Code titled “Ex officio activity of
judicial police” the Albanian Parliament in 2008 has added two provisions, which deal with the
accelerated storage and data maintenance and preservation of accelerating or partial disclosure of
computer data. Regardless their situation in the Criminal Procedure Code, these provisions clearly state
that the court police only acts with the consent of the prosecutor. The warrant for the accelerated storage
of specific computer data, including those of traffic, is issued in the cases where there is reasonab le
suspicion based on evidence to believe that this data can be lost, damaged or altered.In this case the
person responsible for the accelerated storageof the data traffic is obliged to ta ke the necessary
precautionsto ensurethat the stored data are valuable regardless the number of service providers included
in the transmission of the information.
This person should guarantee the prosecutors or the authorized court police, the disclosure of an
adequate amount of data traffic, in order to make possible the identification of the service provider and
the path of transmission of the communication. The authority given to the prosecutor to warrant the
accelerated storage, partial disclosure and maintenance of the computer data is an exception from the
general rule, when there is reasonable suspicion based on evidence to believe that this data can be lost
or damaged. Meanwhile the general rule on handing in of computer data states that this action can be
warranted only by the court. This competence was given to t he Court, on December 20081, as
responsibility to protect the privacy of juridical and physical persons during the phase of investigation
in order to prevent the abuses during the gathering and handing in of computer data. According to
Article 191/a, in case of proceedings on criminal acts in the field of information technology, at the
request of a party, the Court orders the controller or the holder to deliver memorized computer data.
This procedure also applies in case of service providers for delivery of any information for subscribers
or services offered by providers. Only in the cases where there is a reasonable suspicion based on
evidence to believe that the delay can impair the investigation process, the Prosecutor has the right to
decide to enforce the holder, controller or the service provider the disclosure of the computer data
memorized in a computer system or other mean of data storage. In this case, the Court should asses the
Prosecutor’s decision within 48 hours after taking notice.
The storage of computer data traffic or communication is related not only with the criminal offense of
“Computer Fraud” but also with other offenses which include a computer system. The provisions on the
accelerated storage of computer data are new methods of collect ing electronic evidence related to a
criminal offense. These provisions enable the traditional methods of control, examination and
sequestration to remain effective also in the new technological environment. Meanwhile the offense of
“Computer Fraud” envisions provisions for the new forms of criminal activity such as fraud including
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the one with bank cards. The new technological advances have made possible the administration of
money through computer systems such as money accounts, deposits etc. These can ea sily become a
target of manipulation like any other traditional form of property. These manipulations can be achieved
through the insertion of fraudulent data on computers or software during the processing of data, through
two main ways:
Through entering, altering, deleting or removing computer data;
Through the interference in the functions of a computer system etc.
There are computer systems involved also in other criminal offenses like the abuse or exploitation of
children and women, falsification, threaten of murder, theft, terrorist acts, prostitution, financial crime,
corruption etc.

4 Some other forms of computer crimes in Albania
Fraud through the internet:
Fraudulent electronic mail for the organization of fictive lotteries ( Nigerian Scam)
The creation and use of the fraudulent webpages with the intent of obtaining financial and personal
information of the Web users, for illegal profit, for example the phishing method.
Monetary profit through deceit using false computer data obtained through the use of fraudulent
websites which come across as commercial entity in foreign countries.
Bank Card Fraud:
The usage of magnetic stripe cards, which contain stolen bank information mainly from foreign citizens,
in the ATM’s of the second level banks.
The use of the cards mentioned above to buy goods or services in commercial entities or shopping
centers.
The use of data from stolen bank cards for the booking of travel tickets, hotel accommodation, booking
for the organization of ceremonies.
The theft of bank cards data through different devices plugged into different parts of ATM’s or through
modified POS terminals.
Computer Falsification:
The falsification of digital data of legal importance
The falsification of software programs with the intent of selling them as authentic.
Unauthorized computer access
The illegal access of public or private entities’ webpages with the intent to cause a malfunctioning or to
destroy the reputation.
The unauthorized access of the email addresses of Internet users.
Breaking into systems or programs to steal personal or financial data
Child pornography on the net
The exchange of pornographic materials featuring minors from internet users in Albania.

5 Statistical data on criminal offenses in the computer crime’s field
According to the statistics from the State Police during the year 2012 have been detected about 83
criminal offenses of which 54 have been solved, with 71 perpetrators, 5 arrested on the spot and 66
free defendants.
Classified according to the categories:
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Table 1. Divided according to the criminal offense:
Nr

Computer crimes

Detect.

Solved
cases

Offender
s in total

1

Information and
technology field
related
Through computer
systems
Total Sum

34

23

49
83

2
3

Free

Run
away

28

Arrested
and
detained
-

28

-

32

43

5

38

-

55

71

5

66

-

Computer fraud, article 143/3, 35 detected cases with 35 offenders of which 15 arrested and 30 free.
Computer falsification, article 186/a, only 11 detected cases with 6 offenders.
Interference in computer data, article 293/b, 14 detected cases with 11 offenders.
Interference in computer systems , article 293/c, 8 detected cases with 8 offenders.
Unauthorized computer access, article 192/b, 12 detected cases with 8 offenders.
Threat due to racist and xenophobic motives, article 84/a, 1 case, 1 free defendant.
Dissemination of racist or xenophobic materials, article 119/a, 1 case, no identified offender.
Child pornography, article 117/2, 1 case, no identified offender.
During 2011, there have been detected 82 criminal offenses, with 111 perpetrators of which, 26 have
been arrested and 85 have been investigated in freedom.
According to their courses the offenses are divided:
Table 2 During 2010 there have been detected about 65 cases , with 60 perpetrators, 10 arrested and 50
free defendants.
1

IT crimes

61

52

94

2

Computer syst.
crimes
Total

21

19

17

82

71

111

IV

26

68
17

26

85

According to the offense they are divided:
1 case for the offense of “Threat due to racist and xenophobic motives through the computer system”,
article 84/4, Penal Code, 1 free defendant.
1 case for the offense of “Insulting due to racist or xenophobic motives through the computer system
“article 119/b of the Penal Code, 1 free defendant
31 cases for the offense of “Computer fraud”, article 143/b of the Penal Code, with 30 defendants, 10
arrested and 20 free.
16 cases for the offense of “Computer Falsification”, article 186/a of the Penal Code, with 15 free
defendants.
6 cases for the offense of “Unauthorized computer access”, article 192/b, with 6 free defendants
1 case for the offense of “Unlawful wiring of computer data”, article 293/a of the Penal Code, with 1
free defendant.
5 cases for the offense of “Interference in computer data”, article 293/b of the Penal Code with 4 free
defendants.
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4 cases for the offense of “Interference in computer systems”,article 293/c of the Penal Code with 2 free
defendants.
Considering that these types of criminal offenses have emerged in our country only in th e recent year
as the result of the development of the information technology and the computer systems, the police
court is mainly responsible to execute the first investigations for the detections and accumulation of
data regarding computer crimes .
The statistical data are represented in the graph below:

120
100
80
Detected

60
40
20
0
Year 2010 Year 2011 Year 2013
Fig.1. Statistical data

For these reasons, the employees of this procedural entity should be well-prepared to anticipate the
criminal activity emerging in the computer crimes field. Particularly in the cases where the
documentation of the scene of the crime with computer evidencedisplays some peculiar features and
hardships as a result of state of the internet cables or wireless, mobile phones, PDA’s, electric current,
conductibility to the electric appliances and the lack of appropriate experience regarding these crimes,
the obligation of the police court to attend the training regarding computer crimes, is doubled.
Some of the courses to achieve this purpose are:
Firstly: The creation of a clear concept about the digital evidence and the computer crimes in general.
A digital evidence4is considered all the information or data valuable for an investigation, which is
stored, transported or transmitted through an electronic device. This evidence is acquired when the data
or the electronic devices are levied for examination. The police inspectors should take into consideration
the fact that data storing devices can provide crucial evidence regarding the given investigation. For
example, from a mobile phone, deleted numbers can be drawn out to indicate the call logs; schedules
recorded on a computer are preserved according to a chronologic order and so on. Even the television
programs recorded in a VCR can sustain or overthrow an alibi by confirming the time of registration.
The digital evidence has some features:
A hidden evidence is one, the value of which is not visible with the naked eye therefore special processes
involving criminology investigation are needed to detect it (fingerprints, DNA) :
It can easily overcome the jurisdictional boundaries in a short time;
It can be altered, damaged or destroyed easily;
It may not be durable for long periods therefore it should be handled swiftly;
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Secondly:Familiarizat ion with the computer systems and related hardware.
Computer systems contain hardware and software which contain data. A comp uter system may include:
A metal case which contains circuits, microprocessors, hard drives and connecting units
A monitor or other device for video display;
A keyboard;
A mouse;
Peripheral units or storing and other removable devices.
Computer systems can be of different formats: laptops, desktops, towers, rack mounted, minicomputers
and mainframe computers. Other peripheral devices include: modems, routers, and printers, scanners,
charging devices and connecting devices.
In o computer system there can be found valuable evidence for the investigation of criminal offenses
related to the computer crimes or information technology in general. For example : the storing devices,
software, attached documents, pictures, memory cards, electronic emails with attache d documents,
databases containing financial information, browsing history, lists of friends, electronic agenda and
schedules, data saved on removable devices and any other information obtained from a computer system
and its components it can be a valuable source of evidence.
Thirdly:The assessment of the sources of digital evidence, the procedure of obtaining and levying them.
The digital evidence on computers or other electronic devices can be altered, hidden or destroyed easily.
Therefore it’s vital to be familiar with the procedures of crime scene investigation; the sequestration
and the acquisition of the material evidence comprises one of the main requirements of an inquiry for
the successful finalization of the investigation of computer crimes. The p rocedure for attainment and
sequestration of computer information it is determined in the article 208/a, of the Penal Procedure Code,
a provision added with law nr. 10051, of 19 December 20086. These evidences can be picked up by
individuals specifically trained for acquiring electronic evidence.
A police officer who comes in contact with a crime scene containing such evidence should keep in
mind: To be aware of the fact that on several computer devices like: keyboard, mouse or other removable
devices (flash drive), there might be left hidden evidence (finger prints, DNA) or any other physical
evidence that should be preserved until the arrival of the crime scene investigation group and their
sequestration. Meanwhile also the storage drives of the computer, weather internal or removable and
also other electronic devices found in the crime scene can contain valuable information for the
investigation. To be aware of the crime scene under investigation in order to ensure the physical
evidence from any possible deterioration. Until the arrival of the investigation team, the police officer
should not examine the content of any evidence. The only thing he is allowed to do is to record any
visible evidence. To be informed and to value as evidence also other things found in the crime scene
like: electronic devices, software, storage devices and any other technology that can function
independently or that can be attached to a computer system. These devices can be used to provide the
users more access and to expand the functions of the computer systems or other devices. These devices
can be : data storing tapes, spying devices, digital cameras, video -cameras, digital video recorders,
digital audio recorders, electronic games devices, keyboards, mouse, switches for video exchanges, SIM
card adaptor, GPS, GPS receiver and explanatory materials related to them. To refer to the prosecutor
before sequestrating or starting to examine the content of electronic devices, because only the prosecutor
is entitled with the power of issuing warrants of examination in the cases of accelerated storage of
computer data. In any other case the control and the examination can be done only with a court warrant.
To search for papers possibly containing passwords, hand -written notes, notebooks with blank pages
where can be found traces of what has been written in the removed pages; user manuals for the software
or computer devices, calendars, literature material, texts or printed graphics from the computer which
can give away information related to the investigation. To preserve with caution the digital evidence
during the transportation making them apt for examination. It should be taken into account the fact that
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the digital evidences are obtained, packaged and transported through special tech niques because they
can be easily be altered or damaged by the magnetic field generated from static electricity, radio
transmitters and other devices. In these cases special gloves, anti-static bags and other non-magnetic
materials should be used.

6 Conclusion and recommendations
The specialists of the sector against computer crimes in the General Directorate of State Police and the
ones in the Police Directorates of the Districts should undergo special training courses related to
Informatics. This is necessary because the perpetrators usually possess certain knowledge on the
technology of transmission of information and cybernetics. The law enforcement entities, mainly the
police court, prosecutors’ office and the tribunals should inform the public o pinion, on the methods used
in computer fraud, through press conferences and other means. Special projects should be prepared on
the exchange of information and the enforcement of the collaboration between the state institutions, law
enforcement agencies, the stakeholders and private entities for the prevention of the criminal activity
related to the information technology area. There should be founded an interministerial administration
committee for the classification of information and the reinforcement of the provisions for the
processing and storing of data as an important element of national security.
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Illegal Serbian Structures in the Republic of Kosovo Why these
structures are illegal and not paralel?
Behar Selimi
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Pristina, Kosova
Abstract:The phenomenon of parallel structures or “a state within a state” is not new.
The occurrence of the creation and operation of parallel institutions representing popular
sovereignty is a socio-political phenomenon that accompanies transition societies. Such
are considered societies emerging from colonization and those emerging from the process
of revolutionary and evolutionary transformations of the communist system. However not
all such structures that considers their activity to be parallel, ar as such. Number of these
structures appears to be illegal and their actions are considered to be illegal. With regard
to the Serbian illegal structures operating in Republic of Kosovo, the withdrawal forced
under NATO intervention of Serb-Yugoslav mechanisms of power from Kosovo in June
1999 marks the end of the war and at the same time the beginning of a new process of
peace building. Despite the massive military and police withdrawal, members of the
Serbian structures of security continued to reside in predominantly Serb enclaves, most
of which began to reorganize, to defend the policy of S. Milosevic, whose regime
continued to support the Serb strong line on staying in Kosovo by all means. However,
these illegal structures do not represent majority of Serbs living in Kosovo, considering
that this majority is incorporated into the constitutional institutions of the Rrepublic of
Kosovo.This paper will scrutinize all of the aspects related to the illegal Serbian structures
(supported also by the Government of Serbia) by showing why these structure s are illegal
and not parallel!
Keywords: Illegal, Paralel, Structures, Security, Institution.

1 Introduction
Since the end of the Kosovo war (1999) until today, a multidimensional major problem continues to be
the full integration of the Serb minority in the new Kosovar society. While the absolute majority of the
community in other municipalities of Kosovo has become part of institutions and new life, the rest in
the north of Kosovo continues to resist all efforts, both domestic and international, for their in tegration
in the Republic of Kosovo. One of the main obstacles to the realization of the integration process
continues to be access to illegal, even criminal, structures subsequently considered to be parallel
structures and as such tolerated on the assumption that tolerance and cooperation with them helps keep
the peace and stability. It is precisely the origin of these structures and their dilemmas on how to name
them will be the topic of this paper. In a summarized way we will try to clarify the misuse by the Serbian
Government of the ambiguity of international documents on and related to Kosovo, which aims at
supporting and political and diplomatic instrumentalization of these structures. The Kumanovo
Technical Agreement between the International Security Force (KFOR) on the one hand and the
Government of the Federal Republic of Yugoslavia and the Republic of Serbia, on the other, marks the
beginning of the withdrawal of Serb apparatus of force from Kosovo. A day later, the UN Security
Council adopted Resolution 1244, which a posteriori justified military arrangements of administration
over Kosovo, determining and authorizing civilian components of UN international civilian mission. In
both these documents, as well as in other proceeding documents, there was a continued and frequently
repeated commitment and confirmation of the international community to respect the sovereignty and
territorial integrity of Yugoslavia over Kosovo, as well as the assurance for a political solution to the
Kosovo crisis in the context of a "substantial autonomy and significant self-governance”. It was
precisely the hope of official Belgrade and the Kosovo Serb community conviction that the Serb
administration could return in one form or another within an eventual state rearrangement that was the
reason for the preservation of different sectors of civil structures, including security sectors, although
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the latter are without power and still operating without visible presence. Of course, after the
establishment of the interim international administration in Kosovo these structures were reorganized
according to the requirements and needs of the Serbian policy, which continued to be considered a
legitimate policy for the Kosovo Serbs. Well, not in accordance with the needs and requireme nts of its
Serb community, which by now was in a deep collective shock facing great dilemmas, after having lived
for a whole decade in freedom and prosperity reserved only for them. The goals of Belgrade were: at
least securing Serbian interests in Kosovo, through various forms of state regulation and, at most,
maintaining Kosovo under Serbian sovereignty. Otherwise, the Serbian policy of recent decades has
been known in at least two aspects: that of force, as the main policy tool, and for probability in it s center.
Therefore, also in relation to Kosovo, it hoped and worked for providing physical, but also political and
economic safety to the Serb element in Kosovo in order to find a political solution from “solid” grounds.
The Serb community was also encouraged by Belgrade to participate in local political processes under
the international organization and the administration, including the first elections after the war in
Kosovo, on both a national and municipal level. The legal and political basis of international mission in
Kosovo, as well as autonomous policies of particular countries (Russia, Greece, Romania, Spain, etc.),
which were part of the civil-military mission, encouraged, and even “helped in continuance of
functioning and further consolidation of parallel structures in Serb-dominated areas.”. While Serb
structures of public services of education, health care, social security, geodesy and cadastre services
could function even under international administration, as they were not considered illegal in relation
to Resolution 1244, those of the public safety and state were expressly forbidden by both the Resolution
and the Military Technical Agreement of Kumanovo. For more, international military authorities were
responsible to oblige their departure from the territory of Kosovo. Therefore, the political and legal
source of Serbian hope for the eventual return of factual power over Kosovo was exactly in the above mentioned documents, but also in the actual behavior of the international civil mission, which coexisted
with illegal structures and, in certain cases, even co-governing with them thus legitimizing the structures
necessary for preserving peace and stability at all costs. The guiding principles of the Contact Group of
October 2005 on resolving the status of Kosovo is considered to have ended the Serb confidence for the
return of their power in Kosovo. Thus, Item 6 of the Principles expressly prohibits the return to the pre March situation of 1999, disallows changing of borders, and accepts no union of Kosovo with any other
country or any part of any other state, as well as expresses the commitment of the Contact Group to
respect the territorial integrity and internal stability of regional neighbors. It is precisely these attitudes
that made the official policy of Belgrade to start preparing for alternative resolution of a political and
territorial autonomy for Serbs in northern Kosovo, and enhanced self-majority Serb municipalities.
Therefore, the concept of such a policy still supports the very exis tence and functioning of parallel
structures, which could be legitimized in resolving the political status of Kosovo, according to the
Serbian plan. Belgrade had already tried such a policy earlier in Bosnia by creating the Republika
Srpska. Finally, the Comprehensive Proposal for the Kosovo Status Settlement of President Ahtisaari
of 26th of March 2007 internationally legitimized Kosovo’s supervised independence and this continued
the process of strengthening the Serb alternative policy of partition or secession of a part of the territory
of Kosovo, especially encouraged by the Russian stance at the UN. This eventually made Serbia to
continue to support all the illegal structures throughout Kosovo with logistics and finance, but also with
staff. According to the current Defense Minister of Serbia, “The Serbian government in the past 13
years has spent 5-6 billion Euros for the Serbs in Kosovo”, spent on financing of health, education, and
illegal alternative security.

2 Defining Parallel Structures
The phenomenon of parallel structures or “a state within a state” is not new. The occurrence of the
creation and operation of parallel institutions opposite institutions representing popular sovereignty is a
socio-political phenomenon that accompanies transition societies. Such are considered societies
emerging from colonization and those emerging from the process of revolutionary and evolutionary
transformations of the communist system. The case studies show that parallel structures are primarily
the result of polarization and socio-political divisions on ethnicity, religious, economic, and ideological
basis. While the reasons for the creation and goals of parallel structures are relatively well studied and
recognized, their definition has not yet been determined and dilemmas continue as to which of them can
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be called as such and hence be treated accordingly by the internal law of the states in the framework of
which they appear, but also by international law and international relations. According to Kenneth
Martin, there are seven characteristics, which, either together or several at once, discern parallel
structures on the basis of which they can be defined as such. First, they are illegal structures in relation
to the state structures and as such they are not recognized by the state power as legitimate political
authorities. Secondly, they basically are not recognized by other states as sovereign entities of
international law and cannot enter into normal international relations. Exceptionally, they can be
recognized by some state, although recognition would imply a violation of the UN Charter.
Thirdly, during most of their existence they are in peaceful coexistence with the power of the state
within whose territory they function. Of course, with exception, occas ional tensions occur and violence
of armed conflict between such structures and legal and legitimate structures. Fourth, the state in the
framework of which appear parallel structures should not be a failed or collapsed state at the time of
their emergence. Fifth, parallel structures are organized on the occasion of deep social divisions on
ethnic grounds, but also on other grounds. Sixth, parallel structures should be deferred to the pressure
created within the state. They cannot be de facto puppets of ano ther sovereign state, created to occupy
part of the disputed territory of the state within which they exist. These structures may as well have
support from neighboring countries, or even can be created directly by them, but should be essentially
independent in relation to other states, as well as in relation to the state in whose territory they are.
Seventh, therefore, these structures must eventually have a significant degree of the characteristics of
state structures, rather resembling governing bodies than social groups. These organs control the
territory, have the legitimacy of the community and provide state services from education to defense
and security. Features here may find dozens of answers from the history of internal conflicts, caused by
statutory changes to different states, but we will mention only a few of them for the purpose of
comparison with the possible elements of the definition, but also with illegal Serb structures in Kosovo.
Thus, cases such as that of the Moldovan province of Transdniester, South Ossetia, Abkhazia, Nagorno Karabakh, or even northern Tamil province of Sri Lanka, represent typical cases of “states within a
state”, i.e. of parallel structures according to the characteristics described here. They are illegal in
relation to legitimate state structures. They are not internationally recognized, except by some states
(Russia, Venezuela) and mutual recognition between them. Also, they are supported by Russia, but not
formally legally administered, while the residents of the territories in which there are parallel structures
perform basic state functions, including police and military control of the territory which they provide
and the population they govern, even with legitimacy, however fragile and doubtful, verified through
the electoral process and own sources of revenues. So, these structures, by definition, can be called
parallel structures and, moreover, can be treated as a “state within a state” or de facto state s. In
comparison with these structures, Serb structures in Kosovo, both theoretically or by popular practices
as mentioned in the above, cannot be called parallel structures and therefore cannot be treated as such.
Their treatment as parallel structures not only contradicts the theoretical definitions, but it would carry
big consequences for the exercise of full sovereignty of the state government of the Republic of Kosovo,
and increase the likelihood for “a failed state or weak state,” respectively it would delay the completion
of the process of finalizing the independence. Moreover, it would set a bad precedent in international
relations and international law, but also a danger to national security of many countries that have
prerequisites for the appearance of this phenomenon.

3 Serb Illegal Structures In Kosovo
The withdrawal forced under NATO intervention of Serb-Yugoslav mechanisms of power from Kosovo
in June 1999 marks the end of the war and at the same time the beginning of a new process of peac e
building. Despite the massive military and police withdrawal, members of the Serbian structures of
security continued to reside in predominantly Serb enclaves, most of which began to reorganize, to
defend the policy of S. Milosevic, whose regime continued to support the Serb strong line on staying in
Kosovo by all means. “Belgrade considered Mitrovica as a place in which to make their last resistance
against Albanian infringement encouraging Serbs in the enclaves throughout Kosovo by providing
financial assistance, food and equipment.” In Resolution 1244, the UN International Administration

148

(UNMIK) was the only legal authority of the government and any other structure had to undergo it.
While various organizations of Albanians, claiming legitimacy to head the joint process with the
internationals in building postwar Kosovo government institutions, the Serbian government succeeded
acting with urgency and in an illegitimate way to reorganize its administration, public services, and
public safety and intelligent structures. So it comes to the Serbian state power structures that were
forcefully installed after the abolition of Kosovo’s autonomy in every municipality, which were
functioning for nearly a decade and now that same system was re-organized only in those municipalities
where Serbs were concentrated, or in the Serb majority municipalities respectively. While most of these
structures have already been removed, or have been replaced with legitimate legal structure, and, as a
result of the decentralization process and the creation of new municipalities in predominantly Serb
enclaves, they continue to exist and function in the three northern municipalities of Kosovo.

4 Illegal Courts
Establishment and administration of the courts was UNMIK’s mandate and mission. Faced with the
lack of experience in other missions, in which the mandates were different from the full executive
character of the mission in Kosovo, and because of difficulties linked to both technical and legal
infrastructure, the International administration failed until 2003 to create and administer a judicial
system in Kosovo. Therefore, the remaining Serbian justice system, in various forms and with reduced
staff, continued to work and decide according to civil suit, but including also crimin al cases. According
to the research of the OSCE Mission in Kosovo, Serbian illegal municipal and district courts, from June
1999 until January 2003, have solved or otherwise helped solve 5,300 cases. Courts dealing with cases
of different municipalities in Kosovo are located mainly in Serbia, with the exception of those in the
north of Kosovo, which just as well as other courts, are part of the Serbian justice system. Thus, in Niš
there is a court and prosecutor prosecutes and adjudicates cases of Prishtina. Court pretending to belong
to Gjilan is located in Vranje, and the courts for the region of Prizren and Peja are located in Leskovac,
etc. In the four northern municipalities of Kosovo, courts operate unhindered by UNMIK earlier, and
EULEX now respectively. Indeed, the UN International Administration has made some efforts to
extinguish these illegal structures, through the project for the integration of Serb judges and prosecutors
of those courts in Kosovo justice system administered by UNMIK. In July 2002, UNMIK failed to sign
a joint statement with the Serbian authorities, which obligated Serbian authorities to help the process of
integration of Serb judges and prosecutors of judicial illegal structures into UNMIK-s Kosovo system
of justice. As a result of this agreement, in Zubin Potok, Leposavic, and North Mitrovica, Serbs started
to become part of the courts organized and supported by UNMIK, and also by interim local government
bodies. In other parts of Kosovo, individual judges and prosecutors were in tegrated in the Kosovo justice
system. Nevertheless, in Serbia courts claiming jurisdiction in Kosovo still persist.

5 Illegal structures of security
The activity of Serbian security structures in Kosovo has been ongoing since 1999 in different forms
and ways. Republic of Serbia, although obliged to withdraw every member of any security organization
out of Kosovo, has maintained throughout Kosovo its presence through intelligence structures and
administrative and police structures. These structures have continued to provide internal services related
to identification documents, travel documents, driving licenses, etc., and have continued to serve the
Serbian intelligentsia, whether military or civilian and police. In this way and with the same or similar
missions, officials of MUP continue to still function and be under the administration of Coordination
Directorate for Kosovo, which is part of the organizational chart of the Ministry of Interior of the
Republic of Serbia. The Directorate is the highest level of the organization, which “coordinates the work
of police departments and police stations, exercising police tasks as determined by law and other internal
functions, in accordance with the special conditions and circumstances in Kosovo…” According to
reports by MUP of Serbia, in Kosovo there are also 7 directorates as well as police stations realizing
their mission in accordance with the specific conditions and circumstances authorized to also engage
and deal with protection and rescue activities. However, the structure of this organization, even
formally, stands on a shaky position to be equated with other departments within the organizational
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structure of the MUP of Serbia, and as such it is an organization coordinating administrative activities
rather than operating activities. So, it continues to be a reflection of an official Serbian policy, which is
politically and legally still considering Kosovo as part of Serbia. The situation in northern Kosovo is
different, where the “activity of Serbian security structures has been continual since 1999.” In these
municipalities, especially in the northern part of Mitrovica, the following have continued to function in
different operating ways: public safety structures, civil and military intelligence services (BIA and
VBA), and structure of Civil Protection. According to various reports of the International Crisis Group
and the annual reports of the OSCE mission to Kosovo, the most active and violent illegal structure,
immediately after the war, was the structure of the “Bridge Guards” supported by Belgrade. The main
tasks of this structure were: to prevent the passage of the Albanians to northern Mitrovica, to gather
information on KFOR and CIVPOL, and gather information about the Albanians who live in north
Mitrovica. So these structures were an operational part of the Serbian state structures, which exert their
activity under the guise of popular and spontaneous arrangements on behalf of protection from possible
Albanian retaliation. As such, and with this pretext, they were well tolerated by the international sector
of security and have functioned as a structured organization at the beginning of the year 2004-2005,
while in various forms and with different members continue to conduct information collection, as well
as surveillance, alert notification for civil protection sector. … This structure has continuously
cooperated with the Serbian MUP officials from Serbia and the former pre-war Serb police in Kosovo,
who were paid by the Serbian state budget. According to the data of the Ministry of Interior of Kosovo
it is estimated that in the northern municipalities operate about 200 Serbian MUP officials, who in
“accordance with the special conditions and circumstances” are trying to implement security policies of
the government of Serbia. A number of them are also operating within the Kosovo Police, integrated in
the years 2004-2006 and for a time were paid by both Serbia and Kosovo. MUP of Serbia organized a
special structure for North Mitrovica directorate headed by a chief and deputy chief, overseeing four
commanders of four virtual police stations. Territorial Defense has also been well structured, consisting
mainly of former Yugoslav and Serbian army officers and firefighters. These structures too are
administered by the Republic of Serbia and their main role is to alarm and mobilize the population to
prevent any real exercise of state sovereignty of the Republic of Kosovo, and also to thwart a full
realization of KFOR and EULEX missions. The existence of these illegal structures are supported and
justified by both Belgrade’s official policy, as well as local political leaders of the Serbian community
in the north, on the basis of the perception of uncertainty and mistrust on international and local legal
structures of security. They continue to even contribute and deepen these perceptions, with the aim of
legalizing the status of these structures and realizing special status with judicial and police autonomy
for northern Kosovo.

6 Illegal Structures of Public Services
Using the same practice as with the security structures, Serbia, immediately after the war, came to
reorganize some of the key public services of education and health care for the citizens of the Serb
community, mainly in Serbian majority areas. According to an International Crisis Group report of
2011, in Kosovo still continues to operate illegally an education system directly funded and
administered by the Ministry of Education and Science of the Serbian government, with a high budget
cost. Thus, in northern Kosovo alone, for 21 primary schools and 9 secondary schools about 45 million
Euros are spent annually. They are even managed directly by the office of the Serbian education located
in the northern part of Mitrovica. The illegal system of education still continues to operate outside the
legal education system of the Republic of Kosovo. It is to be found all over Kosovo and is structured
throughout the regions of Kosovo, the existence and operation of which, according to extensive
interpretations, is encouraged even by the President Ahtisaari’s Comprehensive Plan for the Kosovo
Status Settlement within the package of laws within which is adopted the Law on Education of 2008,
which allows education according to Serbian curricula. Under this plan schools that offer instruction in
Serbian can implement curricula or textbooks compiled by the Ministry of the Republic of Serbia with
the notification of the Ministry of Education of Kosovo, and if the latter disagrees then it is required to
form a competent committee to finally decide. The Committee consists of three deputies of the
Assembly of Kosovo holding seats reserved or guaranteed for the Serb community, three representatives
of the Ministry of Education of Kosovo and a representative of Internatio nal Civilian Office. Moreover,
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the illegal system of education is part of the education system of the Republic of Serbia in structural,
organizational, and financial aspects. Segments of this system are part of the organizational structure of
the Ministry of the Republic of Serbia divided into two directorates of education: that of Ranilug,
covering the network of Anamorava schools, and the Department of Education for Mitrovica, covering
the illegal network of district education of Peja, Prizren, Mitrovica, and Kosovo Plain. So this too is a
case of remaining and reforming according to the “conditions and circumstances” of the education
system of the Republic of Serbia. Like the illegal system of education, the health system too continues
to operate unhindered throughout Kosovo. Mainly primary medicine functions, while the secondary is
concentrated in the northern part of Mitrovica, with some secondary services in other parts of Kosovo.
There are three main centers of Kosovo, through which hospital centers, h ealth centers and medical
clinics are managed. Thus, in the Prishtina region, there is a hospital with several specialized branches,
spread across predominantly Serb populated settlements, as well as two health centers and 15 clinics.
In the Gjilan region there are 39 health institutions, operating in Gjilan, Kamenica and Shterpce. In the
Prizren region there are also some Health Centers in Hoqe e Madhe and Srecke. In the Peja region
several clinics in private homes of members of the Serbian community have been identified, as linked
to illegal health system of the Republic of Serbia. Illegal Serb Health Care in Kosovo is particularly
well organized in its northern municipalities. In the northern part is a hospital center with around 1600
employees and with an annual budget of 16.5 million Euros. Also providing primary medical services
are 5 health centers and 16 medical clinics. Therefore, completely in line with models of other illegal
systems, this system continues to exist and work wherever Serbs are in a majority, on the grounds that
members of the Serb community still do not have enough freedom and security, especially on the
grounds that these members do not have faith in the Albanian medical staff.

7 Other illegal structures
In addition to the public services, in the territory of Kosovo, mainly in the north, continue to operate
Serbian administrative structures that issue administrative acts on the property such as: possession title
deeds, alienation of property, building permits, etc. on the basis o f the legislation of Serbia, even on the
basis of its Spatial Planning. They continue to act organized in directorates of urbanism in Leposavic,
Zubin Potok, and Zvecan, while the personnel of these administrative structures to other municipalities
of Kosovo continue to operate, though not regularly, in Krusevac, Leskovac, and Nis. Therefore, these
structures are remnants of structures of Serbia, which are fully overhauled and operate according to the
model of the organization and functioning of other illeg al flexible structures and are under the
administration of the governance structures of the Republic of Serbia.

8 Conclusions
This comparative study of some of the typical parallel structures that exist in some fragile states and
weak states, especially in Asia, on the one hand, and on the theoretical review of concepts of parallel
governance, on the other hand, a conclusion may be drawn that all the Serbian structures in Kosovo,
organized outside the common system of local and international governance, are unconstitutional
structures, and therefore illegal, rather than parallel structures. Moreover, they are remnants of the Serb
forced system of governance of Kosovo Serb, which, reorganized, continue to be administered and
funded directly by the Republic of Serbia, while certain segments are supported by criminal structures
as well. Their treatment as parallel structures by the international administration in Kosovo (UNMIK)
has been a crucial mistake, consequences of which were felt mostly in the process of integration,
development, and democratization of a part of the Serbian community in Kosovo’s northern
municipalities. In addition, the connection of these illegal structures with criminal structures has led to
the latter, under the umbrella of the first, continuing to seriously impede the exercise of state power, the
legal system, and the development of democracy in that part of Kosovo. Structures like these, except
legality, also lack legitimacy, for as long as the representatives of the Serbian community in Kosovo are
by now part of the three branches of government in Kosovo. Therefore, the separation and clear
definition of these structures and their respective state treatment (political, diplomatic, and military -
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police) is a long entry into the proces s of implementation of the Comprehensive Plan of President
Ahtisaari, as the only plan which provides integration, development, and democratization of that part of
Kosovo. While the dismantling of illegal structures may be treated by means of the international
political and diplomatic pressure on Belgrade to terminate their funding, a state organized force with an
international support is the only answer to criminal structures.
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Abstract:Special proceedings constitute the instrument with which the legislator, through
variants and articulations, pursues the goal of penal policy, moving from the diversity of
procedural situations, the nature of the offenses, the simplicity of the estimations, and the
manner of application of punishment. The legislator articulates the choice of different
procedural ways. Special proceedings are provided in the Italian Code of Procedure of
1930. In Albania for the first time they are provided in the Penal Procedural Legislation
of 1937 and later in the Codes of Penal Procedure of 1979, 1981, 1983, 1995, and on
wards. Not without significant differences regarding the actual ones, expanding over time,
above all in relation to the time of the request, of the parties who have the right to demand
it and of the bodies who have the right of decision, they have evolved. The uniqueness of
these special procedures is seen in the plan of judicial economy.

1 Failure or dismissal of the criminal case
"Direct Trial" and "Judgment by Criminal Decree" as proceedings have specific dates in 1937 during
the period of the Kingdom of Albania * . According to the requests of Chapter III (Article 13) crimes and
misdemeanors, in which the applicable provisions of this law, when they entered the primary
jurisdiction of the Court. So these kind of special considerations apply t o criminal offenses and offenses
under the jurisdiction of this court. These trials were procedures that shorten the first time from the
occurrence of the act in its immediate judgment, and punishment when the defendant was guilty or not
guilty when he was innocent, or there was a criminal offense. Judgment by decree of further shorten the
time from the occurrence of the offense and the decision to award, after preliminary investigation and
trial avoided a hearing to review the evidence in judicial debate b etween accuser and accused parties.
1.1 Failure or dismissal of the criminal case
"Failure of the criminal case" is provided as an institute of law, from the legislator in Article 73 of the
Penal Code, approved by Law Nr. 6069, date on 25.12.1979 and amended by Law no. 6300 dated on
03.27.1981, the Law nr.6801, dated on 29.06.1983. In this criminal procedural provision, namely
section of 73/1 of the Criminal Procedure Code the legislator predicted that: "The Court, a single judge
or investigator, in certain cases, have the right not to start criminal case, or during the investigation and
trial in the first instance, to stop it, when appreciate the gravity of the offense committed and the person
is small and when it shows deep remorse. In these cases, failure to begin or termination of the criminal
case can also be made at the request of state organs, social organizations and workers collectives * .
Referring to this provision of criminal - procedure, it is clear that we are before a type examination
procedure and the decision of a particular body of preliminary investigation, the judge and the court at
that time, so a separate trial. By adopting the implement of this provision, the legislator has had to
develop a political criminal proceeding and save peo ple that randomly were inserted into the path of
committing crimes from criminal punishment, people who will not repeat them in the future. The
implementation of this procedural - criminal provision, provided from Article 73 of the Criminal
Procedure Code, can be used: a) the criminal case has not started that is right only of the investigator
and the judge; b) the criminal case is started and is under investigation or trial. From its analysis we will
analyze the subjects that have the legal right to decide not to begin the case, or to dismiss it. These
subjects are: the court, a single judge, and an investigator. While initiation of this
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decision which will be taken to a certain person, the right to request has: the court, the court, a single
judge or investigator, to implement this procedural requirement of criminal – law, but not even the
accused, as a party to the
process. The initiation of the criminal proceeding was special jurisdiction of the court, of the judge and
of the bodies of preliminary inves tigation, provided it, as an exception to the general rule on matters
investigated and sent to court, the charges by the prosecutor.
The investigator initially had the right not beginning or the termination of the criminal case on its own
initiative, for the offense of his competence, or the returned case when difficulties facing court for
investigation, when met the conditions set out in this procedural Criminal – provision, decisions which
if were taken contrary to the requirements of law, they were complete with protest, as a reaction to its
illegality ascertained of a body established by the investigation, to the head of the district investigation
body or the Head of General Investigation * . The Court, in the event that if noticed that the investigation
authorities sending a case to trial, had applied unfairly not starting or dismissal of the criminal case, she
annulled that decision and continue the criminal proceeding. According to the procedures provided for
that individual, who had fraudulently obtaining benefits provided by law from the application of this
criminal - procedural provision. For example, on denunciation of the victim H.Gj., on 14/02/1987 had
started the criminal proceedings for willful injury, offense provided by Article 93/1 of 13 of the Criminal
Code* , against two defendants M.R. and A.E., because both of them has blocked his road. The defendant
A.E., has shot in the face with chain and the other with another tool, but this has not affected the victim.
The investigation, upon having execute some actions have ceased the case against they, based on Article
73 of Penal Procedure Code * , citing that there are all conditions required by this provision, as the deep
regret of the defendant, small gravity of the offense and of the author. On the complaint of the injured
H.L., the head of the investigative body took into consideration the decision of dismissing the criminal
case and found that the decision taken was unfounded, because it was not considered as a lack of deep
regret to defendant, neither the gravity of the offense and the author, who had previous criminal
background. Therefore, the director of the preliminary investigation body annulled the decision of
dismissal of the criminal case and ordered a preliminary investigation body of the district to reinvestigate it* . By a decree of the Presidium of the National Assembly, to Article 73 of Penal Procedure
Code (after the third paragraph) was added a power to the prosecutor taken decisions: “The investigator's
decision is implemented after the prior approval of the prosecutor. The decision is sent to the body that
has conducted the denunciation * ". With this change of law, the decisions of the preliminary investigation
had not produced any executive powers and the consequences were obtained by the investigator, but
produce their effects only when these decisions were approved by the prosecutor. The judge had the
right not to start a criminal case, or to dismiss it, when there are issues that followed the complaint of
the injured accuser, or those deemed directly. The judge took this decision will only hearing, as when
the issues are those of his competence, but also for those who have come from the body of the
preliminary investigation and he has spent the decision to be reviewed in hearing court. In this session
would be decided whether to apply this legal provision, when conclude that the final decision would be
taken by a single judge, in reviewing acts of the fulfilled the criteria provided by law. The Court of First
Instance was right to dismiss any criminal case, both initiated and sent to trial by judge alone, as well
as those who came from the investigative bodies set up charge of investigating the evidence presented
before it, the folder listed in the preliminary investigation, the research met under article 73 of the
Criminal Procedure Code, taking this decision at the hearing. The Court of First Instance can apply this
procedural provision - even when the criminal case is overruled by the Court of Second Instance and
returned to new inquiry or new trial, necessarily in hearing session, when the criteria stipulated by
Article 73 of the Penal Code * , although the latter does not have this right. Of course, here excluded
individual's request to seek application for not beginning or termination of the criminal case at his
request, because the political system and, therefore, the procedural criminal - system, who was inquisitor
type specific of that time, where the accused did not enjoy their rights as equal parties in the criminal
process. This special type of proceeding was conducted, for judicial economy after the preliminary
investigation or adjudication avoid and not engage organs for criminal charges criminal proceedings or
criminal proceedings initiated as preliminary investigation in court. Referring to the optional right
provided by law, under which the initiation of this proceeding may require special and state bodies,
social organizations and worker collectives, this definition had also given an opportunity in the
workplace communities, living or social life that makes a particular
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person, when committing a criminal offense. In this framework has been provided that, prior to receipt
of the decision of not initiating or holiday, retired community opinion, then the center of the collective
work or residence, but this requirement was not binding, was on the faculty of the body of criminal
proceedings. This was aimed at obtaining more objective decisions of the organs of criminal
proceedings, as well as avoids unilateral decisions of bodies of preliminary investigation, the only court
judge. The collective opinion of the work etc.., obviously sent written and directed authoritie s to
criminal proceedings, in order to have them in the final evaluation will be made for the position that
will be held against a subject who had committed a criminal offense, but in order to meet the
requirements of the law for not initiating application or termination of criminal proceedings under
section 73 searches the Code of Criminal Procedure, receive, and have the community opinion. When
this opinion was based in law and in fact met the requests of Article 73 of Criminal Procedure Code,
the authorities of criminal proceedings, the court, a single judge and investigator, took the decision in
conformity with the criminal procedural law, for a person who had committed a criminal offense, but
that which was required by the state or social organizations in writing, not to commence or dismiss
criminal proceeding against him. To apply this procedural provision, the law required: a) the small
dangerousness of the offense committed, b) small dangerousness of the person (the subject of a criminal
offense), c) deep repentance of the person (the subject of a criminal offense), d) replacement of the
damage caused by the offenses.
The complaint of the injured party, provided in the fourth paragraph of Article 73 of the Criminal
Procedure Code for criminal offense on appeal, the case has begun on the request of the victim in front
of the court * , at first view seems a guarantee for the injured party, but in fact is a formal guarantee. The
body of procedure, taking unfairly the availability right for starting the criminal proceedings or the
dismissal on it will, and placing the judgment of the procedure body, has actually done the decision
taken, supposedly gives right to appeal in court, when this right cannot be exercised by these bodies,
and the processing of the complaint of the injured party would set in procedures, when it was not taken
no thought for the decisions taken. So this right provided on this provision is in contravention of the
determination by the legislature referred to the Article 73/4 of Criminal Procedural Code and Article
63/3/5 of Criminal Procedure Code and, as such, does not guarantee to the injured party for the charges
he had field in criminal proceedings bodies, which is administered by the criminal proceedings body,
in terms of not starting or termination of the criminal case, on the initiative of the procedure bodies or
state organs, social organizations or worker collectives.
The prosecutor protest against the decision of not starting or dismiss a criminal case, it is clear from the
provisions made by legislators in Article 73/4 of Criminal Procedure Code. The prosecutor was
supported on the right to provide criminal and procedural law and of section 39 Criminal Procedure
Code, which stipulated that: "The protest is the act by which the prosecutor requires the annulment or
the changing of court decisions and of the investigation decisions of other illegal acts. With the
presentation of the protest the enforcement of the decisions is suspended till its review. The protests
against the decisions of the investigation can be done at any time”. So, the objects of protest are all
decisions made by the investigator or the group of investigators, without exception, when their content
is in violation of the law. The prosecutor, along with protest, attaches the verification materials, the
analysis of which had reached the conclusion that in a particular case with a decision was violated
procedural criminal law. Within 10 days of protests reviewed by the head of the investigation and the
decision was taken to restore the legitimacy on the investigation that was not respected by the
investigator with the protest decision * . To the prosecutor, with the subsequent changes were entitled to
a copy of the decision taken in implementation of this procedural provision, should be sent by the court,
by a single judge and by the investigator, who as an implementation of control of legality of that time,
have opportunity to check the legality of these decisions, of the investigation, of the court and of the
single judge, in application of procedural criminal - law. When ascertained the failure of the law in these
decisions, to oppose them with the response means within legal time.
The bodies that have fill denunciations, referring to Article 73 of Criminal Procedure Code Law no.
801, dated on 29.06.1983, to which was added a paragraph was provided that: "The Court, a single judge
and the investigator, sent to the prosecutor and to the investigative body that have fill the denunciation
, a copy of the decision of dismissal or the initiation of the criminal case* ", were right, beside the
prosecutor, to complain the decision, when they had conduct the denunciation to the investigation bodies
or prosecution. As they had the right to gain more aware of the start of criminal proceedings, even after
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the informing of the decision of the dismissal or to not start taken from the bodies of criminal
proceedings under the law provision, can make a complain when disagreed with the court decision, the
single judge decision or the body of preliminary investigation decision, to start or to dismiss the case,
pursuant to the requests of section 73 of Criminal Procedure Code.
With the changes in legislation, only the court decides to accept or not the request submitted by the
parties, to any required special trial, when she persuaded on the merits of the claim, which is associated
with the completion of the requirements that provides the Criminal Procedure Code. Of course, it
decides to the hearing, after hearing the prosecutor, the representative of the accused, when he has one,
or in his absence, the defense with power of attorney to represent him in absentia, to request the direct
trial or accelerated procedure, or the injured accuser, the plaintiff and the defendant. So, in contrast to
earlier predictions of legislation, the Criminal Procedure Code in force, and the defendant has the right
to submit to the court a request for application of the special trial court, which had never before in his
rights, in the criminal proceeding against him, on public or private charges. The Court, after considering
the requests, if accepts the requirements provided for in the provisions of Chapter IV of Criminal
Procedure Code, the reviews and, if they accept, implements the procedures provided for direct
judgment of the trial development, considering the evidence at the hearing. At the short judgment, for
which the session to debate the evidence is overcome for the person who committed the crime, expresses
as a rule for accepting the request, passing the hearing to listen to the conclusions of the prosecutor, of
the defendant, of the defense, civil plaintiffs and defendants, and in case of non - rejected the request
and the trial continued with the ordinary trial procedures.
At sentencing, the court shall be guided by the provisions of the Criminal Code * , as well as the
provisions of the Criminal Procedure Code * , which should take into account as a mitigating
circumstance, among others, the repentance, replacing the damage caused by the offense, when
relationship between the person who committed the crime and the victim are normalized etc... Whereas,
when accepted accelerated procedure, for the punishment the court will also consider reducing the
sentence of imprisonment on 1/3 of it, or a fine, or substitute life imprisonment with twenty - five years
of imprisonment. So, unlike the former Criminal Procedure Code, is only the court's exclusive
jurisdiction, the application of such favorable decision on the best favorable and mitigating of a person
prosecuted when found circumstances under Articles 48 and 49 of the Criminal Code, because
regardless of the circumstances mentioned in Article 48 of the Criminal Code, the court may also
consider other circumstances as may be, good personality, family situation with many children, etc.., as
long as it is called as such to justify facilitating the sentence.
In Article 52 of the Criminal Code stipulates "Excluding the minors from the punishment * ". The court,
considering the three essential elements, which are: The low volatility of the offense, The concrete
circumstances of its commission, The previous behavior of juvenile may exclude him from the
punishment, to decide whether or not the minor in an educational institution. Even this right the court
has to do with that, she makes a juvenile proceeding politics of punishment even softer exempt them
from punishment and sent to an educational institution. The outcome of this application will bring the
minors to be educated, to return to family life, to integrate into society, to escape once and for all from
the clutches of elements culprit. These special legal proceedings have made its contribution in
preventing crime, but in the future should go further. Must be improved their applications to problems
arising in judicial practice. Must be provided in the Criminal Procedure Code, special proceedings in
provided from modern legal systems Anglo - American, as is the plea agreement (Plea Bargaining). The
application of this special proceeding has grown and is mainly achieved in the context of the plea
agreement * , in these legal systems where applicable in the vast majority of criminal proceedings
initiated, for the effectiveness that give velocity of solving the issue and prevent crime effectively.
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Extradition as a kind of international cooperation between
countries, with special reference to the European Convention on
Extradition and the Additional Protocols
Armend Asllani
State University of Tetovo
Department of Criminal Justice, Law faculty-Tetovo
Abstract:Extradition presents a form of co-operation between states. Almost every state
with its domestic and international regulations pays specific importance to this kind of
cooperation with the only purpose to prevent or fight the prevalent form of criminal
offence that involves an international element, which has been present in many countries
of the world during the last centuries, respectively in the XIX century.
In this paperwork, we will commit ourselves to key regulations required by the European
Convention and the additional protocols on Extradition.
Herein, some explanation of articles for the extradition request regulations for criminal
offence will be provided and analyzed. Then, cases of rejection of extradition, extradition
of citizens of the resident state, procedures, and other regulations that applies to this
paperwork.
Key words: convention, protocol, party, extradition, reserve

1 Introduction
The mobility of the contemporary individual frequently associated with intense social communication,
as well as accompanied with numerous and inevitable barriers in the state borders results in increasing
number of the criminal activities which are committed by the foreigners and / or are done against them.
The Contracting Parties undertake to surrender to each other, subject to the provisions and conditions
laid down in this Convention, all persons against whom the competent authorities of the requesting
Party are proceeding for an offence or who are wanted by the said authorities for the carrying out of a
sentence or detention order. As stated above, this is included in the European Convention for extradition
(Paris, 13.12.1957). This convention along with four additional protocols was also ratified by our
country, and with this, Republic of Macedonia has gained the right to implement the dispositions of
this convention in its territory.
1.1 European Convention on extradition
The contracting parties undertake to surrender to each other all persons against whom the competent
authorities of the requesting Party are proceeding for an offence or who are wanted by the said
authorities for carrying out of a sentence or detention order.
1.2 Extraditable offences
Extradition shall be granted in respect of offences punishable under the laws of the requesting Party and
of the requested Party by deprivation of liberty or under a detention order for a maximum period of at
least one year or by a more severe penalty. Where a conviction and prison sentence have occurred or a
detention order has been made in the territory of the requesting party, the punishment awarded must
have been for a period of at least four months.
If the request for extradition includes several separate offences each of which is punishable under the
laws of the requesting Party and the requested Party by deprivation of liberty or under a detention order,
but of which some do not fulfill the condition with the regard to the amount of punishment which may
be awarded, the requested Party shall also have the right to grant extradition for the latter offences.
Any contracting Party whose law does not allow extradition for certain of the offences referred to in
paragraph 1 of this article may, in so far as it is concerned, exclude such offences from the application
of this Convention. Any Contracting Party which wishes to avail itself of the right provided for in
paragraph 3 of this article shall, at the time of deposit of its instrument of ratification or accession,
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transmit to the Secretary General of the Council of Europe either a list of the offences for which
extradition is allowed or a list of those for which it is excluded and shall at the same time indicate the
legal provisions which allow or exclude extradition. The Secretary General of the Council shall forward
these lists to the other signatories. If extradition is subsequently excluded in respect of other offences
by the law of a Contracting Party, that Party shall notify the Secretary General. Th e Secretary General
shall inform the other signatories. Any Party which avails itself of the right provided for in paragraph
4 and 5 of this article may at any time apply this Convention to offences which have been excluded
from it. It shall inform the other signatories. Any party may apply reciprocity in respect of any offences
excluded from the application of the Convention under this article.
1.3.Political offences
Extradition shall not be granted if the offence in respect of which it is requested is regarded by the
requested Party as a political offence or as an offence connected with a political offence.
The same rule shall apply if the requested Party has substantial grounds for believing that a request for
extradition for an ordinary criminal offence has been made for the purpose of prosecuting or punishing
a person on account of his race, religion, nationality or political opinion, or that that person's position
may be prejudiced for any of these reasons.
The taking or attempted taking of the life of a Head of State or a member of his family shall not be
deemed to be a political offence for the purposes of this Convention.
This article shall not affect any obligations which the Contracting Parties may have undertaken or may
undertake under any other international convention of a multilateral character. This section shall not
affect any obligations that may be taken by the parties or that may be undertaken under other
international conventions. Particularly, it is referred to the four Red Cross conven tions, signed in
Geneva in 1949, and the convention for the suppression of genocide. Extradition for offences under
military law which are not offences under ordinary criminal law is excluded from the application of this
Convention.
For offences in connection with taxes, duties, customs and exchange extradition shall take place
between the Contracting Parties in accordance with the provisions of the Convention if the offence,
under the law of the requested Party, corresponds to an offence of the same nature.Extradition may not
be refused on the ground that the law of the requested Party does not impose the same kind of tax or
duty or does not contain a tax, duty, custom or exchange regulation of the same kind as the law of the
requesting Party.”
1.4.Extraditi on of nationals
A Contracting Party shall have the right to refuse extradition of its nationals.
Each Contracting Party may, by a declaration made at the time of signature or of deposit of its instrument
of ratification or accession, define as far as it is concerned the term “nationals” within the meaning of
this Convention.
Nationality shall be determined as at the time of the decision concerning extradition. If, however, the
person claimed is first recognized as a national of the requested Party during the period between the
time of the decision and the time contemplated for the surrender, the requested Party may avail itself
of the provision contained in sub-paragraph a of this article.
If the requested Party does not extradite its national, it shall at the request of the requesting Party submit
the case to its competent authorities in order that proceedings may be taken if they are considered
appropriate. For this purpose, the files, information and exhibits relating to the offenc e shall be
transmitted without charge by the means provided for in Article 12, Paragraph 1. The requesting Party
shall be informed of the result of its request.
1.5.The request and supporting documents
The request shall be in writing and shall be communicated through the diplomatic channel. Other means
of communication may be arranged by direct agreement between two or more Parties.
The request shall be supported by: a the original or an authenticated copy of the conviction and sentence
or detention order immediately enforceable or of the warrant of arrest or other order having the same
effect and issued in accordance with the procedure laid down in the law of the requesting Party;

159

a statement of the offences for which extradition is requested. The time an d place of their commission,
their legal descriptions and a reference to the relevant legal provisions shall be set out as accurately as
possible; and a copy of the relevant enactments or, where this is not possible, a statement of the relevant
law and as accurate a description as possible of the person claimed, together with any other information
which will help to establish his identity and nationality.
1.6.Surrender of the person to be extradited
The requested Party shall inform the requesting Party by the means mentioned in Article 12, paragraph
1, of its decision with regard to the extradition.
Reasons shall be given for any complete or partial rejection.
If the request is agreed to, the requesting Party shall be informed of the place and date of surre nder and
of the length of time for which the person claimed was detained with a view to surrender.
Subject to the provisions of paragraph 5 of this article, if the person claimed has not been taken over on
the appointed date, he may be released after the expiry of 15 days and shall in any case be released after
the expiry of 30 days. The requested Party may refuse to extradite him for the same offence.
If circumstances beyond its control prevent a Party from surrendering or taking over the person to be
extradited, it shall notify the other Party. The two Parties shall agree a new date for surrender and the
provisions of paragraph 4 of this article shall apply.

2 Additional Protocol To The European Convention On Extradition
According to article 2 of this protocol by which article 9 shall be supplemented to the European convention.
The extradition of a person against whom a final judgment has been rendered in a third State, Contracting
Party to the Convention, for the offence or offences, in respect of which the claim was made, shall not be
granted:











If the afore-mentioned judgment resulted in his acquittal;
If the term of imprisonment or other measure to which he was sentenced:
Has been completely enforced;
Has been wholly, or with respect to the part not enforced, the subject of a pardon or an
amnesty;
If the court convicted the offender without imposing a sanction.
However, in the cases referred to in paragraph 2, extradition may be granted:
If the offence in respect of which judgment has been rendered was committed against a person,
an institution or anything having public status in the requesting State;
If the person on whom judgment was passed had himself a public status in the requesting State;
if the offence in respect of which judgment was passed was committed completely or partly in
the territory of the requesting State or in a place treated as its territory.
The provisions of paragraphs 2 and 3 shall not prevent the application of wider domestic
provisions relating to the effect of ne bis in idem attached to foreign criminal judgments.”

3 Second Additional Protocol of the European Convention on Extradition
(17031978)
In Article 1 of this Protocol on Extradition shall be permitted also for crimes for which the punishment
may be imposed only for money. It is allowed the extradition of a person for offenses related to taxes,
fees, foreign assets, if the offense in place of the person whose extradition is requested corresponds to
the offense of the same nature .
In the second additional protocol is regulated the issue of bringing the verdict in absentia. When a state
seeks extradition from another state for the execution of the sentence imposed by a decision adopted in
absentia, another state may refuse the reason that the procedure in which the judgment was passed was
not satisfied the minimum rights of defense . But this extradition is only possible if the State that requires
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submits some sort of conviction or proof that the procedure will repeat and will respect the rights of
defense.
Extradition shall not be granted to the accused for the crimes committed by which from the state which
is required measures of amnesty are imposed.
Extradition request is made in the written form and it is handed to the Ministry of Justice of the country
from which the extradition is requested. This can be done through diplomatic channels and through
direct agreement between two parties .
European Convention on Extradition allows member countries (signatories) to give t heir reserves for
certain provisions, e.g., Republic of Macedonia has submitted the following reservations:
Republic of Macedonia will not allow extradition if the convicted person should be put to the
extraordinary trial, or relates to any offense that has imposed the court. In accordance with Article 4 of
the Constitution of the Republic of Macedonia, which prohibits giving citizens in the Republic of
Macedonia, provisions of this Convention shall apply also for the people who are not citizens of the
Republic of Macedonia.
If judgment of imprisonment is imposed for granted by the court or judge in the state which is a signatory
to this convention, our country may refuse extradition request, if it is determined that this judgment of
imprisonment is incorrectly designed.
If the person sought for extradition is not received by the requesting State within certain period of time,
then our country has the right to immediately cancel the extent of the deprivation from liberty, which
was imposed on to the person in question.

4
Third Additional Protocol of the European Convention on Extradition
(10112010)
The obligation to extradite with simplified procedure, contracting Parties undertake to extradite to each
other with the simplified procedure as provided by this protocol wanted persons in accordance with
Article 1 of the Convention as subject to the consent of these persons and asked party agreement.
If the person sought is the subject of a request for provisional arrest, in accordance with Article 16 of
the Convention, extradition mentioned in Article 1 of this Protocol is not subject to the submission of a
request for extradition and supporting documents in accordance with Article 12 of the Convention. The
following information provided by the requesting party deemed appropriat e by the party seeking to
enhance implementation of Articles 3 to 5 of this Protocol, and taking a final decision on simplified
extradition procedure: a) the identity of the person sought, including his nationality or nationalities when
available. b) the authority seeking the arrest; c) the existence of an arrest warrant or other document
having the same legal effect or of an enforceable decision, and a confirmation that the person is required
in accordance with Article 1 of the Convention; d) type and description of the criminal law, including
the maximum penalty or punishment provided in the final decision, including whether any part of the
decision is executed; e) information about time and its termination; f) description of the circumstances
in which the offense was committed, including the time, place and degree of involvement of the person
sought; g) consequences of the offense, to the extent possible; h) in cases where extradition is sought to
enforce a final decision, if the decision was rendered in absentia.
The consent of the person sought and, if appropriate, the expressed waiver of his right to rule of specialty
given before the competent judicial authority of the requested party in accordance with the law of that
party. Consent and, where appropriate, waivers, as referred to in paragraph 1, are registered in
accordance with the law of the requested Party. According to paragraph 5, consent and, where
appropriate, renunciation, as referred to in paragraph 1, is not canceled. When the person sought has
given his consent to extradition, the requested party shall notify the requesting party of its decision
regarding extradition under the simplified procedure within twenty days of the date on which the person
has given consent . Delivery of the person to be extradited must be performed as soon as possible, and
preferably within ten days from the date of notification of the decision of extradition. Any non-member
State which has acceded to the Convention may accede to this Protocol after it has entered int o
force. Reservations made by a State to any provision of the Convention or its two additional protocols,
also apply to this protocol, except when that State unless otherwise stated at the time of signature or
when depositing its instrument of ratification, acceptance, approval or accession. Any State may
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withdraw, in whole or in part, a reservation or declaration made in accordance with this protocol, by
means of a declaration addressed to the Secretary General of the Council of Europe, which comes into
force from the date of its receipt.
Any party that has made a reservation to Article 2, paragraph 1 of this Protocol in accordance with
paragraph 2 of this Article may not claim the application of that paragraph by another party. However,
if its reservation is partial or conditional, it may require the application of that paragraph, to the extent
that it has itself accepted it.

5
Fourth Additional Protocol of the European Convention on Extradition
(20/09/2012)
Extradition shall not be granted in cases where the prosecution or punishment of the requested person
has become a prohibited status in accordance with the law of the requested Party. Extradition shall not
be refused on the grounds that the prosecution or punishment of the requested person would be
prohibited by law status of the requested Party . Any State may, at the time of signature or when
depositing its instrument of ratification, acceptance, approval or accession, declare that it reserves the
right not to apply paragraph 2 in the case like:
a) when the request for extradition is based on offenses for which that state has jurisdiction under its
criminal law, and / or
b) if its internal legislation explicitly prohibits extradition where prosecution or punishment of a person
is claimed to be a barred statute according to its law.
Regarding extradition papers they should be a written requests from the Ministry of Justice or other
competent authority of the requesting Party to the Ministry of Justice or any other authority of the
requested Party. A country that wishes to appoint another competent authority shall notify the Secretary
General of the Council of Europe to its competent authority at the time of signature or when depositing
its instrument of ratification, acceptance, approval or accession. The application must be supported by
a copy of the sentence and the order of detention or arrest or other order having the same effect and are
issued in accordance with the procedure laid down in the law of the requesting party. Then a statement
for each offense must be written regarding the extradition that is requested. Time and place of their
commission, their legal descriptions and a reference to the relevant legal provisions, including
provisions relating to time shall be determined as accurately as possible.
Transit through the territory of the Contracting Parties shall be granted upon submission of a request
for transit, provided that the offense is not considered by the party seeking to grant transit as an offense
of a political or military act.
As for signature and entry into force of this Protocol it shall be open for signature by member states of
the Council of Europe. It is subject to ratification, acceptance or approval. A signatory may not ratify,
accept or approve this Protocol without having ratified, accepted or approved the Convention in
advance. Instruments of ratification, acceptance or approval shall be deposited with the Secretary
General of the Council of Europe. This Protocol shall enter into force on the first day of the month
following the expiration of a period of three months after the deposit of the third instrument of
ratification, acceptance or approval. In respect of any signatory State which subsequently deposits its
instrument of ratification, acceptance or approval, this Protocol shall enter into force on the first day of
the month following the expiration of a period of three months after the date of deposit..
As regards statements and reserves, the reserves made by a state of the provisions of the Convention
and its additional protocols which are not changed by this Protocol shall be applicable to this Protocol,
unless that Party declares otherwise at the time of signing or when depositing its instrument of
ratification, acceptance, approval or accession. Reservations an d declarations made by a State to any
provision of the Convention, as amended by this Protocol shall not be applicable between the Parties to
this Protocol.
Any State may wholly or partly withdraw a reservation or declaration made in accordance with this
Protocol by notification addressed to the Secretary General of the Council of Europe, which is effective
from the date of its receipt.
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Conclusion
Regarding the Extradition and separately the European Convention on Extradition with four additional
protocols should be noted that our country Republic of Macedonia is a signatory to this Convention
which was ratified on May 20th , 1999 by the Assembly of Republic of Macedonia.
Convention gives to the member states the right to give any person who has committed a crime for
purposes of their criminal prosecution. The Convention provides that the filing will be performed for
the offense against the laws of the requesting Party and the requested Party as higher conviction is
anticipated with sentence or security measure deprivation of liberty of at least one year or with more
severe punishment. Also in this paper are presented deadlines for submitting requests for extradition
and other procedures, communication of the contracting parties, then the declarations and re servations
to a provision of the conventions and additional protocols, as well as other provisions of treatment are
also subject to extradition.
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Abstract:Business relations of economic entities operating in Kosovo have begun to be
regulated similarly to those of modern countries, in accordance with the spirit of
globalization. In this segment the local institutions recently succeeded in completing the
primary legislation and partially the secondary one. Within this activity has been done
also the reforming of judicial system, have been redefined the competencies of judicial
authorities for disputes in the field of economy and above all within the Chamber of
Commerce is established the Permanent Tribunal of Arbitration as a specialized agency
for solving disputes of contractual business relations. With all these achievements it is
estimated that this court cannot be efficient and functional because starting from 1989 t he
Uzanses as juridical resources which are contracted by parties do not only exist but no
one has identify, collect and publish them in the official newspaper. Based to this situation
there are problems that actually do not have answers and confused situa tion is creating
legal uncertainty. For a long period we have been part of Former Yugoslavia and question
arise: are the special and general Uzanses issued in 22 March 1989, considering the fact
that UNIMK Regulation for Applicable Law in Kosovo in the Point 2 allows to implement
the Serbian laws after March 1989 if not discriminatory, applicable in Kosovo? No
regulation determines the competence of any institution that issue Uzanses. On the other
side we are aware of the fact that the most business relations in the modern world are
regulated by contracting Uzanses and in Kosovo we do not have regulate this segment
and the Permanent Tribunal of Arbitration cannot be in the level of its duty.
Key words: usance, legislation, contract, tribunal, arbitration

1 Introduction
Arbitration is the most common and contemporary method of resolution of disputes that come as a result
of operational development at international market. It is a private mean to solving the conflicts based
on a reached agreement of parties in order to refer the eventual context to a private court. Developing a
case in such way is usually a preferable method for certain reasons. The procedure of arbitration tends
to be faster rather than a contested issue to be addressed and executed beyond a national court. A
contracted arbitration court – determined to hear or solve a disagreement should obviously pay a full
and continuous attention to a contested issue. Ordinary courts have u sually a limited time, or long and
different court files that require a particular commitment for. Despite the fact that arbitration courts
should act in accordance with the law, they should also approve some flexible and faster procedures.
Even if the arbitration court process costs more than an ordinary court process, it is more convenient to
the merchants because of its simplicity procedure. Above all, arbitration’s expenditures should generally
be afforded by parties.
The Republic of Kosova established in June 2008 the “Tribunal of Arbitration in Kosova”. The
foundation and functioning of this institution, backed by the USAID, is being positively evaluated by
Kosova’s judicial system. Its proper way of functioning is a pure reflection of development of judicial
pledge for Kosova’s and international economic operators and investors, since it guarantees an
alternative and efficient way of resolving different contexts. Contemporary business operators, due to

164

the globalization, prefer non-bureaucratic resolution of contexts. Therefore, arbitration is a procedure
that is ultimately dominating amid businesses.
There is no doubt that the creation of tribunal helps directly in saving the principles, habits and good
business norms. This practice should obviously be implemented by all subjects involved with foreign
business partners. In this way, they save economic interests of their enterprise and of our democratic
society: they create a mutual understanding to business foreign partners, and contribute positively in the
creation of a good reputation of our country.
Among other problems that the Arbitration Tribunal could face are tied with the existence or
implementation of different and general “Uzanses” as a judicial source to reaching contractual
agreements between contracted parties. Until now, no state institution has taken any step in order to
draft a law related to competencies of different institutions in identifying, systemizing, codifying and
publication of Uzanses.

2 Tribunal of Arbitration in Kosovo
The Tribunal of Arbitration in Kosova has been established in June 2008, when the Law on Arbitration
Nr. 02/L – 75 entered into force (Law for Arbitration- Official Gazette). The establishment and
functioning of this institution is considered as Kos ova’s biggest achievements in terms of judicial
system. Today, the most complicated contests in the world are being resolved by arbitration tribunals.
In formal and procedural plan, the Tribunal of Arbitration in Kosova has acquired arrangements for
rational activities of this institution by guarantying transparency and by offering means to controlling
procedures by parties. According to the law, this procedure is determined in accordance with the
regulations of arbitration. Nevertheless, the duration and administration of evidences are determined by
parties involved in the contest. The parties have the right to propose an arbiter whose professional and
ethic capacities are unbiased. Other part has the right to contest the selection of arbiter proposed by
arbiters’ tribunal.
All operators, whether local or foreigners, could resolve their disagreements at the Permanent Tribunal
of Arbitration, which acts within the office of Kosova’s Economic Chamber. This could be achieved if
the parties involved in the process agree to introduce the case at our institution or by incorporating the
model of arbitration’s clause in their contract. Arbitration’s clause model on contracts foresees that any
disagreement, dispute or any infraction on contract, could be resolved by the arbitration under Kosova’s
Economic Chamber supervision in accordance with the Regulations of Arbitration of the Permanent
Tribunal of Arbitration (Law for Arbitration Nr. 02/L-75) In this context, the regulations of “Arbitration
KOSOVA 2011” are compiled in a very flexible way in order to serve to both parties and tribunal in the
best way they could. The legislative legal framework of arbitration in Kosova is completed. The
legislations that currently are in vigor are the followings:
Ligji për Arbitrazhin nr. 02/L – 75
 Law on Arbitration nr. 02/L – 75
 Law on Contested Procedure nr. 03/L – 006
 Law on Executive Procedure nr. 03/L – 008
 Conventions (Convention of New York of 1968; Regulations UNCITRAL)
Therefore, we could consider that the above mentioned legislation could technically be considered as a
completed one. Notwithstanding, if revised by important judicial sources such legislation gives the
impression that is not completed, since it is tied with the lack of particular and general Uzanses.

3 Market Uzanses
The Uzanses refer to complex market and other systemized Uzanses published by any competent
authorized organ which has an economic character, or by any corporation or professional society, like
stock – market is. Before, for general Uzanses in our country was in charge the Economic Court,
whereas for particular Uzanses, it was Chamber of Commerce (Savremena Administracija, 1964,
pg.1012). Despite the fact the Uzanses are considered as a mean to stabilizing the current market
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practices, through them could be modified and revised those Uzanses that weren’t treated as such until
now. The Uzanses could be: general ones (worth for all economic/market activities), and particular ones
(worth only for particular kind of markets and services). The hierarchy of norms gives the priority to
those contracts that are tied with particular Uzanses rather than to those tied with the general ones
(Savremena Administracija, 1964, pg.1012). The Uzanses are considered as lex contrtactus – as
complex regulations that act in accordance with the reached contract agreement between parties,
respectively. In countries where different kind of Uzanses exist, the parties should preliminarily reach
an agreement and, of course, to respect it (Alishani, Prishtinë 1986 pg. 124). That means, in such country
both general and particular Uzanses are worth for the entire territory of. The Uzanses are viable only if
parties sign a contract. Thus, the parties are considered to have been agreed to employ Uzanses on a
contest only when such Uzanses are précised in the contract, and when agreed to give competences to
economic competent court. Contracted parties have also the possibility to exclude the implementation
of Uzanses only if they agreed to fix some issues differently of the Uzanses. The contracted parties are
considered to have been agreed on judicial effect of Uzanses only if such agreement is under economic
court competencies. The contracted parties have the possibility to exclude the implementation of
economic Uzanses only if it is arranged through any of dispositions of the contract. General Uzanses
are worth for both bargaining and circulation of different goods. According to regulation, particular
Uzanses, before being implemented, should be evaluated whether they are compatible with general
norms of Uzanses by competent economic court or not. Particular Uzanses could, in a way, arrange
standards, parities and qualities of goods and services. In this case, we are not speaking about
multiplicative norms that are implemented in identical particular cases, but about those obliged norms
that fix a particular issue. Uzanses could be: merchandise Uzanses, i.e., those that fix the circulation of
goods; non-merchandise goods, i.e. those that fix the businesses on securities, and Uzanses of services,
i.e. those that fix the sphere of services (Savremena Administracija, 1964, pg. 1013) Independently if
the Uzanses are general or particular ones, the dispositions of the Law on Obligations should be taken
into consideration.

4 Particular Uzanses
The classic judicial theory qualifies Uzanses as a fixed business practice that stabilizes, modifies and
develop any unstable specific agreement by respecting the procedure and competencies of state or
business organs. Taken into account the role and importance the Uzanses have in arranging different
agreements between businesses, we could obviously stress that their position has a particular importance
in, since the perspective of this economic activity is merely based in contractual agreements.
Particular Uzanses back firmly the principle of the autonomy of good will of parties to reaching
contractual agreements. The legislatives suppose that parties would arrange their mutual agreements
based on their mutual interest. This principle of will of parties played an important role in creation of
judicial uniform regulations of international touristic business. Taking advantage of these possibilities,
both local and international business operators have deepened their relations by reaching mutual
agreements – contracts. In this case the parties involved all necessary elements in the contract by which
they fixed different issues tied with eventual contests, national applied law, etc. Constant repetition of
clauses that have the same content has converted both local and international regulations into Uzanses
that, in practice, are, more and more, derogating the old national judicial system.
Without doubt, huge powerful and professional organizations, associations, business chambers or
touristic operators, played an important role in the process of unifying both merchant international right
and touristic services’ sphere that were able to apply proper regulations of international business law
based on Uzanses. Through their standardized contracts they preliminarily a rrange even the trivial
elements in accordance with the clause on “fixing easily and properly the activities”.
The parties that want to reach a contract with the members of these operators have no other possibilities
but to totally accept or refuse the conditions of the contracts based on Uzanses.
Through particular (special) Uzanses and contract forms, international business principles in tourism
that exclude the implementation of national rights and bring in practice new techniques to reaching
contracts, have been created. Such principles are created in order that parties could easily and by not

166

wasting too much time, reach contracts. The right that was created as a product of these relations agreements is qualified by the judicial theory as the right of the form (Krasniqi, 2004 pg.32).
Thanks to Uzanses and to their proper implementation in contracts, a new judicial regulation which
excludes the use of national judicial system has been created. In this way, the possibility of courts to
intervene in particular contested cases is excluded. National and international touristic operators foresee,
in advance, competences of particular mechanisms – arbitrations or selected economic courts,
respectively. Generally, both national and international touristic operators avoid to apply in their
contracts the national rights and courts, since, in this way, they create a particular system of sanctions
that could be employed toward those parties that refuse to implement the decisions of arbitration.
Basic attentions that are reasonably paid toward “the right of the form” are merely based in facts that
the Uzanses regularly fix in different ways touristic agreements -relations; or because they are in
contradiction with the law; that do not offer judicial insurance to tou ristic operators; that have no basic
principles of positive judicial system which could fill possible gaps; that do not properly determine
issues of national right; and that, finally, are converted into a instrument of pressure in the hands of
huge business partners. Independently of positive and negative elements the “right of the form” has, in
practice it is being developed by arranging issues in details, and based on the clauses of the autonomy
of the will of parties that reach contracts.
The role of special Uzanses is primary in the contractual right because the Uzanses with competence
and professionalism regulate the most part of the business operators’ activities for juridical – business
issues e.g. the hotel services contract; tourist agency contract when providing hotel services; contract
for the supply of food and drinks; good faith agreements to resolve disputes etc. The implementation of
the Uzanses in business field have influenced in the creation of professional right that is not established
by the government but the different business organizations or potential touristic operators. From the
international business practices in the theory of the right is nominated as autonomous tourism right. The
unification through national and international contracts chronologically has influenced in the
spontaneous process of unification.

5 The Beginning Of Uzanses As A Source Of Law In Kosovo Autonomous Trade
Uzanses are regulations and for these reasons are implemented only when the parties agree for the
specific relation and the contract is regulated according to this. These rules are considered lex
contractus, respectively as a set of rules that the interested parties will apply in a particular case if the
contract is not specified differently. In the hierarchy of rules that are implemented for contracts, the
specific Uzanses are listed after the contracts, then are the good habits and in the end the general
Uzanses. In the case when for a contractual issue exist two or more Uzanses then the parties must agree
which one they want to implement.
The history of the Uzanses, as an important juridical resource for contractual relations in Kosova, as
well as the legislation, dates back to the early 50th of the XX century, when the country was part of the
former Yugoslavian Federation. Since then, the publisher of the general Uzanses, with legal
competences has been the Supreme Court, respectively its professional college; meanwhile the
Federative Chamber of Commerce was responsible for the specific Uzanses. In the former Yugoslavia
the special and general Uzanses were valid for the entire state territory. So, the Uzanses’ compilers were
the non governmental bodies or state agencies closely related with the businesses and independently by
who were issued the Uzanses have been treated as a part of autonomous commercial right. These
institutions codified the best practices in the field of business function (Savremena Administracija,
1964, pg. 1012). Based on an autonomous right of traders established in the former Yugoslavia, the
Uzanses were considered valid only if there was the will of the parties and the approval for their
implementation in a contractual relationship has been possible in one of the following ways:
a)

Voluntary membership of the operator within an organization where the contractual relations
are regulated based to the Uzanses. This means the fact that the membership declares the
willingness that the parties wish to apply uzances. So, the operators, members of the
organization agree to apply the Uzanses.
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b) Persons, respectively the operators that are not members of the organization are not obligated
to implement Uzanses but this will be possible only if have expressly agreed or clearly stated
to adapt these practices (operations within the organization that brings the commercial use)
The public bodies have limited control over the Uzanses if with a decision have transfer the authorisation
to any body for their formulation and publication. The aim of the control is to protect the public (Velimir,
2003). The special and general Uzanses have been into force from the moment they are published in the
Official State Gazette.
In the beginning of 50th of the past century until 22 March 1989 in the time when the Republic of Serbia
violently suspend the autonomy of Kosova living the country out of the juridical system, have been
effective the Uzanses for the movement of goods, the special Uzanses for the retail goods, special
Uzanses for potatoes, legumes, rice, vegetables, flour product commerce, special Uzanses for
hospitality, construction materials, blocks, marble and granite (Velimir, 2003). It should be noted that
some of these Uzanses are complemented by several times before and after March 1989.
With the establishment of Kosovo under UNMIK administration - based to the Regulation nr. 2000/59
Article 1, paragraph 1.1 determines that applicable law in Kosovo that includes: paragraph (a)
Regulations promulgated by the Special Representative of the Secretary -General and subsidiary
instruments issued thereunder and paragraph (b) applicable Law in Kosovo on 22 March 1989 . In the
article 1. Paragraph 1.2. also this situation is regulated, citing… “ If a court of competent jurisdiction
or a body or person required to implement a provision of the law, determi nes that a subject matter or
situation is not covered by the laws set out in section 1.1 of the present regulation but is covered by
another law in force in Kosovo after 22 March 1989 which is not discriminatory and which complies
with section 1.3 of the present regulation, the court, body or person shall, as an exception, apply that
law.”... end citation.
Since the UNMIK administration – June 1999 and after the declaration of the Independence 2007 and
until now the legislative and executive institutions of the Republic of Kosova have not taken initiatives
to authorise any governemental and non governmental institution to review the special and general
Uzanses issues in our country.
We are aware that the country economy is operating on the basis of free principles trade and the
operation of the foreign subjects is big. Until now we have a completed juridical system although the
delays are noted in its implementation. However, we are aware that the majority of these relations are
contractual and therefore realized according to businesses standards and Uzanses.Since these Uzanses
are very important for the contractual right how should act the business entities? When concluding the
contract to which Uzanses should be referred? Is it possible to recall uzances issued by the former
Yugoslavia and if so to which year? Why with the Law for Chamber of Commerce of the country is not
regulated the way and the competences to issue general uzances? Should the Supreme Court mandate authorize a team of experts to handle, gather, edite and publishe uzances that are with juridical security
interest? Should Kosovo Government, respectively the Ministry of Trade and Industry together with the
Ministry of Justice support a law that would regulate this issue in defining the institutional
responsibilities?

6 Conclusions
Kosova is passing a completion process of the primary and secondary legislation and building institution
that will guarantee for social and economical development as the other countries of Europe. In this
function with the help of USAID has been created the Permanent Tribunal of Arbitration with the
competences to resolve the possible disputes in the field of trade and economy in genera l. Despite these
advantages, there are gaps and ambiguities regarding the existence or juridical formal resources that
will guarantee to the operators the qualitative implementation of their contractual duties. Until now, no
national competent institution has not handle the role and function of general and specific Uzanses,
which are an indispensable resource of trade contractual transactions.
The Uzanses rapresent collected and sistemized trade habits, codified and published by the competent
bodies or professional associations (Chamber of Commerce and other international specialized
institutions that deal with international exchange). The Uzanses represent the rights of the contractual
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parties (lex contractus) and have made of those an integral part of their contracts. If the contracting
parties do not want to apply these Uzanses during the contract execution the same can be removed from
the contract. The competent body that brings, sistemize, modify the existing trade habits, the general
conditions of commerce and the commercial practices by adapting to the economy needs and the
movement of goods creating in this way clear and effective rules which enable the all the trade
partecipants (internal and external) to resolve different unclear cases that can be presented during the
contractual period, especially if it is about business transactions in foreign trade and international
exchange of goods and services . The Uzanses can be general and specific. The general Uzanses include
trade habits which regulate all forms of goods and services exchange. The specific Uzanses include
commercial habits which regulate specific business relations and others during the con tracting of
different forms of goods and services exchange.
Is necessary that the Government of the Republic of Kosova, through relevant ministries sponsor the
Law that which will initially determine which institutions will be responsible for the identification,
collection, codification and publication general and specific Uzanses. Another issue is the granting of
essentials responses if the general and specific Uzanses published in former socialist Yugoslavia until
22 March 1989 are effective or not? Also, referring to Regulation no. 2000/59, paragraph 2, of the
applicable law in Kosovo, promulgated by UNMIK, how will handle the implementation of Uzanses
issued after this date.
From this work it comes out that the situation in this sphere is not only regulated but it can be concluded
that the existence of a permanent Arbitration Tribunal without formal legal Uzanses resources will be
insufficient. This is because the majority of commercial contractual transactions explicitly or implicitly
regulated by Uzanses. Therefore, national claim to adapt to global trade trends and European integration
appears to be not serious and that ultimately reflects the lack of legal uncertainty for operators and
potential investors in our economy.
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Legislative Framework Of The Republic Of Kosovo In The Area Of
Border And Migration And Its Accordance With Eu Acquis
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Abstract:The area of border and migration is fairly new in Kosovo, especially when
considering legislation adopted and en-force related to this area. The initial Law (Law on
Foreigners) dealing with migration was drafted only in 2008 (after Kosovo declared its
independence) and entered into force in 2009, while the first legislative piece that ‘dealt’
with border and migration was adopted only in 2005, that was the UNMIK Regulation
No. 2005/16, approved by the Special Representative of the Secretary General of UN.
This regulation (on the Movement of Persons Into and Out of Kosovo) consisted of only
28 articles and covered the areas of entry, stay and exit of ‘foreigners’, refugees as well
as border control. These areas are now regulated with three specific Laws and number of
sub-legal acts (Administrative Instructions) Standard Operation Procedures (SOP’s).This
area of legislation deals directly with the national security related concerns, as well as
directly relates with the Government of Kosovo’s top priorities; one being visa
liberalization of Kosovo with European Union; and the highest strategic priority of the
Kosovo’s Government, being the full integration of the Republic of Kosovo into the
European Union, that requires the harmonization of Kosovo’s Legislation with the EU
Acquis Communitaire. This study aims to give an overall picture to the Koso vo’s
legislation in the area of Border and Migration Management and its compatibility with
the EU Acquis covering the respective area.
Keywords: Border, Migration, Legislation, EU, Foreigners.

1 Introduction
With the declaration of independence by the Kosovo Parliament, on February 17, 2008, as well as in
accordance with the Ahtisaari’s Proposal, Kosovo institutions had to adopt a number of laws, regulating
a number of areas, which until this period were not regulated or were under the competences of Un ited
Nations Mission in Kosovo (UNMIK). These areas, among others included: Border and Migration
Management: Security Sector, etc. Therefore, on May 21, 2008 Kosovo Parliament approved two laws,
and that Law No 2008/03-L-066 on Asylum and Law 2008/03-L-065 on Integrated Management and
Control of State Border. In this regard, on December 16 2008 the Kosovo Parliament approved the Law
no.2008/03-L-126 on Foreigners Finally, the Law No.2009/03-L-136 on Granting the Permit for Work
and Employment of Foreign Citizens on the Republic of Kosovo (RKS) were approved on July 17 2009
by the Kosovo Parliament. While the Law on Foreigners regulates the entry, stay and exit of Foreigners
in Kosovo, the scope of the law on Asylum is to regulate the conditions and the proce dures for the
recognition, refusal and revocation of the Asylum, Temporary Protection and Complementary
Protection, as well as the rights and obligations of the asylum seekers as well as persons enjoying
refugee status in Kosovo. Finally, the Law on Border Control regulates the border control, competences
of the police within the territory and the cooperation of border authorities with other institutions (both
domestic and international).Initial laws that were adopted by Kosovo Parliament did set the basics ,
however there were many gaps and in some instances, conflicts between these same laws.
The above mentioned gapes and conflicts between these laws started to present difficulties for the
authorities that were applying these laws, and in this regard, the Government of Kosovo (GoK) decided
to review/amend these laws and where necessary to draft new ones, with the aim of avoiding theses
gaps and conflicts as well as their harmonization with the European Union (EU) Acquis in this area.
The GoK in June 2012 received from the EU the Roadmap for the Visa Liberalization with Kosovo.
This roadmap contains four pillars; Readmission and Reintegration, Document Security, Border and
Migration Management and Public Security. This roadmap addresses three basic criteria being;
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Kosovo’s record in adopting or amending in line with the EU Acquis the legislation set out in this
roadmap; Kosovo's record in implementing this legislation; and the expected migratory and security
impacts of the liberalization of the visa regime with Kosovo.
This roadmap, regarding the area of Border and Migration management, sets twenty (20) legislative acts
adopted by EU, with which Kosovo’s legislation should be harmonized.
Even before the visa liberalization process, GoK did pledge that with th e aim of Kosovo’s integration
in EU (being one of the top priorities of GoK), GoK will harmonize all of its legislation with that of EU
and with this aim GoK decided to assign specific officers specialized on EU Legislation in every Legal
Department of every Ministry, whose main duty would be to ensure that every legislative act sponsored
by the GoK is in line with EU legislation in the respective area. Finally, with this aim, GoK did establish
the Ministry for European Integration, whose legal department s hould be the final organ to make sure
that every piece of legislation sponsored by the GoK is in line with the EU Acquis in the respective
area. This pledge is also shown in the Regulation No. 09/2011on the work of the Government of the
RKS.
Finally, while there were gaps and conflicts in the laws covering the area of Border and Migration
management, laws approved during 2008 by the Kosovo Parliament and while these gaps and conflicts
were supposed to be addressed during the amendment procedure of these laws in 2011, there were still
some gaps, while there were some discrepancies between these laws and the EU legislation, which GoK
addressed.

2 Legislative Framework In The Area Of Border Management
The area of border management was initially regulated with the Regulation No. 2001/10 on the
Prohibition of Unauthorized Border/Boundary Crossings, that was implemented through Administrative
Direction No. 2003/18 of 30 July 2003 Amending UNMIK Administrative Direction No. 2001/15. This
regulation contained total of eight articles, three of which were technical (regulating applicable law,
implementation and entry into force). This regulation in its article 1 stated that “Boundary” means the
line of division between Kosovo and Serbia, and between Kosovo and Mon tenegro” while “Border”
means the Kosovo section of the internationally recognized border between the Federal Republic of
Yugoslavia and the former Yugoslav Republic of Macedonia (FYROM), and between the Federal
Republic of Yugoslavia and the Republic of Albania.
This regulation regulated only the designation of border/boundary crossing points, it defined the illegal
border/boundary crossing while it set fines for those who cross illegally and in its article four regulated
the Treatment of Bona Fide Refugees and Internally Displaced Persons. As it can be seen, this regulation
as well as its administrative directives was very poor, while it failed to regulate even the basic functions
related to border, like: Border Check, Border Surveillance, Competent Autho rity, Cooperation between
Agencies involved in BCP activities, etc.
This regulation represented the only legal basis related to Border Management up until July 1 2008,
when Law No.2008/03-L-065 on Integrated Management and Control of State Border, entered into
force. Compared to the above mentioned regulation, this law was way more comprehensive, but also
this law failed to regulate some basic issues related to Border Management. This law failed to define
the competent authority, while very partially regulates border control, by not providing any provision
on first and secondary border line checks as well as basic and thorough border checks. Despite the title
of this law, in any of its articles does this law regulate Integrated Border Management, nor the
cooperation and coordination between the agencies involved in border control! Having all this in mind
and when looking closely the provisions of this law, one can easily see that these provisions are poor,
while some of them lack some basic components of a legal provision and seem to be more like ‘political’
statements rather than provisions of the law, with a clear aim and message. Despite this, this law does
not contain any penalty provisions, providing sanctions for those violating the provisions of the la w
(like: avoiding border check, misuse of personal data, etc.).
Finally, even though the GoK pledge for harmonizing its legislation with that of EU, and the fact that
at the time of drafting of this law, EU had already regulated the area of Border Control, this law was
not even closely in line with the legislation of EU covering this area. While EU legislation covering the
area of border control is extensive, including the ‘Schengen Borders Code’, and it dates before the actual
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drafting of this law, drafters of this law failed to incorporate necessary arrangement provided with the
EU Acquis in the area of border into this law, therefore this law was not in harmony with EU Acquis,
while it created a lot of difficulties for agencies implementing this law, main ly Kosovo Border Police.

3 Border Control and Surveillance
Due to gaps and confusion that the Law 2008/03-L-065 on Integrated Management and Control of State
Border had and the fact that this law was not in harmony with the EU Acquis covering this res pective
area, GoK in its legislative agenda for 2011, decided to draft a new law regarding Border management.
In this regard, with the decision of the Minister of Internal Affairs, a Work Group with a mandate of
drafting a new law for Border Control and Surveillance was established on March 2011. After about six
(6) month, GoK finalized the draft Law on State Border Control and Surveillance and on October 04,
2011, sent it to Parliament for final scrutiny and approval. This law was approved by parliament o n
December 21, 2011 and promulgated by the Decree of the President of the RKS No.DL-001-2012, on
January 06, 2012. This law contains 64 articles and it is in harmony with the EU Acquis covering the
area of Border management and that with the Schengen Bord ers Code. Initially, the scope of the Law
on State Border Control states as follows: “This law applies to all persons who cross the state border of
the RKS, without hereby jeopardizing the rights of refugees and persons seeking international
protection, particularly in relation to the principle of non refoulement”. This is in line with the Article
3 of the Schengen Borders Code (Regulation 562/2006). In addition, this law (chapter II) regulates the
competencies and authorizations of the body conducting bord er control, as well as the principles that
are to be taken into consideration when conducting border control. This chapter is fully in line with the
Article 6 and Chapter III of the Schengen Borders Code. Chapter III of the Law (regulating crossing of
the state border) is fully in line with provisions of Article 4 of the Schengen Borders Code, while chapter
IV of the Law (establishing rules for conducting border checks) is fully in line with Chapters II and IV
of the Schengen Borders Code. Chapter V of the law contains provisions setting out rules for
categorization of border crossing points, determining the border crossing zones, as well as establishing
specific rules for movement and conducting activities within the Border Crossing Points (BCPs) and
Border Crossing Zones (BCP zones).
Chapter VI of this Law, dealing with border surveillance transposes provisions contained in Article 12
of the Schengen Borders Code, while Chapter VII sets the rules applied in relation to marking, maintain,
etc., the border line. Chapter VIII regulates the measures taken by border police within the territory of
the country, while Chapter IX contains provisions obliging all bodies involved in border management
to cooperate, specifically based on the National Integrated Border Management (IBM) Strategy, and
establishes the National Centre for Border Management (NCBM). Chapter X regulates international
cooperation and Chapter XI sets specific rules dealing with personal data and management of such data.
Lastly, Chapter XII contains penalty provisions, while Chapter XIII sets provisional and final provisions
(including abrogation or incorporation of rules provided for by other legal acts).
The most significant changes that this law introduced, include: The establishment of the NCBM, with
the aim of achieving effective coordination, facilitation of exchange of information and data and greater
efficiency of the system for integrated border management; in introduced detailed provisions on data
protection regarding data collected while performing border control activities; it included the penalty
provisions for potential violations of the provisions of this law; provided for detailed provisions dealing
with border checks, including both minimal and detailed border checks; obligation for a irliners to
provide passenger information in advance and; provided for special categories for whom, special rules
apply when conducting border check. All these provisions were lacking in previous legislative acts of
the RKS, while all these provisions are also present in the Schengen Borders Code (Regulation
562/2006). Based on the Report of the Commission to the European Parliament and The Council on
progress by Kosovo in fulfilling the requirements of the visa liberalization roadmap, dated on February
08, 2013 this law incorporates the criteria provided with the Schengen Regulation, however, according
to the expert doing the assessment on border related issues there is a terminological confusion in some
articles of this law. Granted, English translation of this law was poor, however according to the
Constitution of Kosovo, article 5, official language in Kosovo are Albanian and Serbian, therefore
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versions in these two languages should have been consulted and not the English, considering that
English version does not produce any legal effect. However, GoK,s revised Legislative Agenda for 2013
the amendment of this Law has been introduced (mainly to be seen as the expert’s recommendations
have been taken into account) and the amendment of this law has taken place introducing some minor
and mainly technical amendments, including the redefinitions on border check and border control,
according to the EU Schengen Regulation, while it also renamed the previous law from Law on Border
Control and Surveillance into Law on Border Control.
There are another eight (8) administrative instructions implementing this law, including the AI No.
30/2012 on Rules on Local Border Traffic and Local Border Traffic Permit fully transposes provisions
of the Local Border Traffic Regulation (Regulation 1931/2006). This law invalidated the Law
No.2008/03-L-065 on Integrated Management and Control of State Border, while it had empowered the
National IBM Strategy, by making it part of this Law.
Finally, this Law did address the gaps and confusion that was created among the Agencies involved in
the Border Management and facilitated better control of the borders while it created additional
mechanism for more efficient and effective fight against illegal migration, smuggling of goods and other
materials through border. This law is in harmony with EU Acquis covering this respective area while it
incorporates almost all of the related provisions of the Schengen Borders Code.

4 Cooperation between Authorities Involved on Integrated Borde r
Management
Report of the Commission to the European Parliament and The Council on progress by Kosovo in
fulfilling the requirements of the visa liberalization roadmap, dated on February 08, 2013 requires,
among others also to draft a law on inter-agency cooperation that defines the roles and responsibilities
of all public authorities involved in integrated border/boundary management, while it also states that
Kosovo should, therefore, draft legislation that defines the roles and responsibilities of all pu blic
authorities involved in border/boundary management, including operational cooperation and
information sharing for the purpose of preventing and combating irregular migration and cross -border
crime.
This recommendation from the report seemed surprising considering that neither countries in EU nor
none of the Balkan countries that already completed the visa liberalization process with EU Schengen
have such a law. Cooperation between agencies in EU as well as Balkan Countries, including Kosovo
has been addressed through National Strategies for IBM, while EC did produce a document on
Guidelines for Integrated Border Management. This document defines the concept of IBM; provides
practical examples of implementation of IBM and; provides guidance on the framework for the
establishment of national IBM strategies and action plans by a coordination group of all agencies
involved in border management. In addition, this document states that: Since the field of IBM covers a
wide range of topics and tackles complex and sometimes controversial issues, a work plan has to be
developed jointly by all relevant stakeholders. Such a plan consists of two documents: The national
IBM strategy, where the strategic and operational aims (“objectives”) are listed, which should lead to
improved cooperation; the national IBM action plan, which identifies specific actions that have to be
taken to reach the objectives of the strategy. Timing, costs and responsibilities are assigned as well.
Kosovo has a National Strategy on IBM since May 2009 with a very detailed action plan attached to
this strategy, while the new version has been drafted already and is pending approval by the GoK (by
October 2013). Kosovo’s IBM strategy and Action plan contains all the requirements provided for in
the European Commission (EC) guidelines, while it provided for detailed roles, duties and
responsibilities of all agencies involved in IBM. In addition, The Law on Border Control, in its article
48 incorporates this strategy as part of this law; bring it in a higher level, compared to other regional
and EU countries. This article states that: State bodies involved in border management assist one
another, and cooperate closely and continuously, aiming to achieve more efficient and effective border
control; the cooperation from paragraph 1 of this Article is achieved through the strategy for Integrated
Border Management. Having all this in mind, Kosovo was considered to be a head of other countries
regarding the IBM, while also the Commission Staff Working Documen t accompanying the document
Commission Communication on a Feasibility Study for a Stabilization and Association Agreement
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between the European Union and Kosovo, published on October 23, 2013, had no remarks on the border
related issues, including the cooperation between agencies involved in IBM.
Recommendation to draft this law came as a surprise not only to GoK officials, especially those involved
in IBM but also to the representatives of international organizations embedded and working with the
Kosovo Authorities, including EULEX. The only explanation for this recommendation that someone
could come up with was that the expert doing the assessment on border related issues, part of the EC
expert group doing the assessment on Visa Liberalization requirements , was from Finland. This
explanation was given due to the fact that Finland is the only country in EU that has the Act on
Cooperation between the Police, Customs and the Border Guard (687/2009), whose aim is to promote
cooperation between the Police, Customs and the Border Guard (PCB authorities) and implement the
joint strategies of PCB authorities so that the tasks laid down for these authorities and individual
measures that are connected with the prevention, detection and investigation of crimes (combating of
crime), control and monitoring and related international cooperation are carried out in an appropriate,
efficient and cost-effective manner.
Despite all of the above, GoK with the aim of addressing all recommendations given by EC regarding
the Visa liberalization Process, in its revised Legislative Agenda for 2013 included drafting the Law on
Cooperation between Authorities Involved on Integrated Border Management. This Law has been
approved on July 31st, 2013 by the Kosovo Parliament and in contains seven chapters with total of 23
articles. The aim of this law, according to its article 1 is to regulate cooperation between all authorities
involved in the Integrated Border Management and to implement the joint strategies of such authorities
so that the tasks laid down for these authorities and individual measures that are connected with the
prevention, detection and investigation of criminal illegal activities, control and monitoring and related
international cooperation are carried out in an appropriate, efficient and effective manner. In addition,
this law contains provisions dealing with: Guiding Principles while Performing IBM Activities;
Authorities Involved in IBM; Cooperation Between Agencies; IBM Executive Board; NCBM;
Cooperation Between Authorities Involved in IBM in Local Level; Agreements Between Authorities;
Joint Risk and Threats Analysis; Joint Operations and Actions and International Cooperation. This law
did not introduce anything new compared what was already in place, a part from making certain
requirements already foreseen in the IBM Strategy into articles of the law. Also, the structure of this
law is similar to the IBM strategy, while the only EU document that has been referred to when drafting
this law was the EC Guidelines for Integrated Border Management. These guidelines have been already
introduced in the IBM strategy that was also referred to in the article 48 of the Law on Border Control.
Finally, this law the same as the Law on Border Control, in its article 22 refers to the na tional strategy
for IBM, by stating that Authorities involved in IBM shall realize their actual cooperation through the
National Strategy for IBM without prejudice to provisions of this Law.
Considering that there is no EU Regulation or Directive that specifically addresses issues referred to
this law and the fact that this law incorporated the EC Guidelines for Integrated Border Management
we can conclude that this law is in harmony with EU legislation and best practices.

5 Legislative Framework In The Area Of Migration Management
The area of migration management is fairly new in Kosovo, while the first legislative act covering this
area was introduced only on May 1st, 2005, titled UNMNIK Regulation No. 2005/16 on the Movement
of Persons into and out of Kosovo. The scope of this regulation was to regulate the movement of persons
into and out of Kosovo, and it contained total of 27 articles. This regulation dealt with entry stay and
exit, refugees and refugee status and it also contained few articles dealing with penalty provisions. This
regulation was poor, while it failed to regulate the basic principles related to migration management,
including: define a foreigner, define valid travel document; it did not specify temporary nor permanent
stay, it lacked basic criteria based on which a person may/should be refused entry, like: threats to
national security, sufficient means for living, health insurance, etc. In addition, in the area of
refugees/asylum this regulation was very poor, as it tried to regulate this with only 6 articles which
lacked the vast majority of principles dealing with this area. This regulation was the only piece of
legislation dealing with migration management, including asylum, until initially July, 2008 when Law
No 2008/03-L-066 on Asylum entered into force, respectfully January 2009, when the Law no.2008/03L-126 on Foreigners entered into force. Finally, the Law No.2009/03-L-136 on Granting the Permit for

174

Work and Employment of Foreign Citizens on the RKS were both approved on July 17 2009 by the
Kosovo Parliament, setting the basic legislative framework covering the area of migration management.
These laws were supposed to be in line with EU Acquis, especially: Directives on the conditions of
admission of third-country nationals for studies and training (Directive 2004/114/E); on admitting thirdcountry nationals for research (Directive 2005/71/EC); on the right to family reunification (Directive
2003/86/EC), on long-term residents (Directive 2003/109/EC); Return Directive (Directive
2008/115/EC); on assistance in case of removal by air (Directive 2003/110/EC); on reception conditions
for asylum-seekers (Directive 2003/9/EC); the Qualification Directive (Directive 2004/83/EC and
Recast Directive 2011/95/EU); and the Asylum Procedures Directive (Directive 2005/85/EC); The Blue
Card Directive (Directive 2009/50/EC) and the Directive providing for minimum standards for
sanctions against employers of illegally staying third-country nationals (Directive 2009/52/EC). As it
will be seen, these laws were only partially harmonized with the above mentioned EU Aquis, and created
some conflicts and confusion between authorities implementing these laws.
A foreigner in Kosovo is considered any person who is not a citizen of the RKS. A citizenship of the
RKS is determined based on the law on citizenship. According to article 2.1.1 of this law, citizenship is
considered to be as ‘a legal bond between the State of the RKS and a person which establishes mutual
rights and obligations’.
The area covering migration in Kosovo was regulated with three basic laws; Law No 2008/03-L-066 on
Asylum, Law no.2008/03-L-126 on Foreigners and Law No.2009/03-L-136 on Granting the Permit for
Work and Employment of Foreign Citizens on the RKS. These laws were in force until September 2013,
when new laws have taken effect and abrogated the three previous ones. The two new laws are the Law
on Asylum and the Law on Foreigners included also the provisions regarding employment of foreigners
in Kosovo.
Even thought, the initial laws dealing with this area were drafted only in 2008, two of them (Foreigners
and Asylum) were re-drafted in 2011, not until September 2013, Kosovo legislation covering this area
failed to be in harmony with that of EU.
Initially, the Law on Foreigners failed to incorporate provisions deriving from the Directive on
admitting third country nationals for research (Directive 2005/71/EC), Blue Card Directive (Directive
2009/50/EC), and the Directive for Providing for Minimum Standards for Sanctions against Employers
of Illegally Staying Third-Country Nationals (Directive 2009/52/EC), some of its articles even though
were in line with articles in the other EU regulations and directive, they were still vague in nature or
had less detailed provisions compared to above mentioned directives and regulations. Initially,
definitions provided in this law were not nearly in line with the definitions provided in the above EU
regulations and directives. The law of 2008 contained only three definitions, while the law on 2013
contains twenty nine. The law of 2008 did not include some very important definitions, including:
stateless person, travel document; carrier, daily migrant, residence permit, refugee, illegal employment,
foreign employer, removal, illegal residence, family reunification, sponsor, etc. Lack of these
definitions in this law made its implementation very hard and sometimes impossible.
There were other areas regulated by this law that were either not in line with the EU regulations and
directives or were not specific enough, while a number of issues addressed by these regulations and
directives were not included at all in this law. Among other things, there was a direct conflict between
the Law on Foreigners and the Law for Issuing Work Permits for Foreigners. While this law requires
from a foreigner to be initially equipped with a work permit then to apply for a resident permit, when
intending to stay temporarily on the basis of employment, the law for issuing work permits to foreigners
requires a foreigner to get the resident permit first than to apply for work permit. The law for issuing
work permits for foreigners was drafted after the entry into force of the law on foreigners. In addition,
this law also created confusion when issuing resident permits, by no t defining a resident permit as such,
while referring to it as ID card for foreigners, that was supposed to be issued separately, while also
requiring issuance of a resident permit in a form of a sticker to be placed in the passport of the foreigner,
disregarding the number of agreements that RKS had/has with certain countries on the free movement
of people, allowing citizens of this countries to travel to Kosovo only by using ID or other identifiable
document. Finally, this law did not provide for any penalty provisions, in cases when violations of its
provisions would occur, making it even less implementable.
Law No.2009/03-L-136 on Granting the Permit for Work and Employment of Foreign Citizens on the
RKS on the other hand is yet even poorer than the law on foreigners. Despite the fact that this law was
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drafted in July 2009, it failed to incorporate even the basic principles of the EU regulations and
directives covering this area. Initially, almost none of the provisions of the Blue Card Directive
(Directive 2009/50/EC) and the Directive providing for minimum standards for sanctions against
employers of illegally staying third-country nationals (Directive 2009/52/EC) were not included in this
law. Initially, this law did not provide for proper definitions, while its articles were very vague and did
not include even some basic concepts covering this area, while it did not contain any provisions on;
foreign employers, contractors, sub-contractors, posted workers, etc.
All of the above mentioned gaps and confusion created with the above mentioned laws were addressed
in the new Law on Foreigners that entered into force on September 2013. This law initially merged the
other two, while it provided for much more detailed and cleared provisions, and it incorporate d all of
the provisions of the above mentioned EU directives and regulations covering this area. This law
provides for clear definition of terms used in the law; it contains clear provisions on travel documents,
both foreign and domestic; it regulates in detail issuance of visas; it regulates in detail entry, stay and
exit of foreigners and employment of foreigners; it defines illegal residence and removal of foreigners;
it contains sufficient legal protection of personal data; its contains clear provision s on integration of
foreigners, and it provides for a list of penalty provisions when someone is in breach of these provisions.
This law is in full accordance with EU Acquis covering the respective area, but there are a few issues
that may arise during the implementation of this law. Initially, this law in its article ninety four, different
from previous laws, provides for the Department for Citizenship, Asylum and Migration (DCAM), to
issue the order to leave, when foreigners are to be found staying illegally, while in the other hand in its
provisions dealing with penalties it provides for police to issue fines. Initially, DCAM is an
administrative body within Ministry of Internal Affairs (MIA) and has no executive authority; it cannot
issue even fines when someone does not respect their order/refuse to leave. This competence should
have been given to Kosovo Police (KP) considering their executive authority as well as their power to
conduct inspections on premises when there is a suspicion that someone is st aying illegally. Even though
this may create certain confusion that may impact the full implementation of this law, this provision is
still in line with EU Acquis, considering that EU regulations and directives are silent on who should be
the body to issue this order and they leave this up to member states to decide.

6 Conclusion
The area of Border and Management is still being developed in Kosovo while not only until September
2013; a proper legislative framework covering this area was in place. It too k around five years and three
legislative processes for Kosovo authorities to finally put in place proper laws that are harmonized with
the EU Acquis. Initial laws covering this area were drafted only after the declaration of independence
by the Kosovo Parliament, in February 2008, while these same laws had to be amended twice, initially
in 2012 and then 2013, to have them in full accordance with the EU Acquis. Initial laws lacked number
of important provisions, starting with the definitions of many important terms used in the respective
area as well as penalty provisions that would guarantee a better implementation of these laws. In
addition, these initial laws, created confusion among authorities involved in their implementation, while
there were instance when they also created direct conflicts between the provisions of these laws.
However, in 2013, GoK established the respective work groups to amend and when necessary to rewrite
these laws, while in August 2013 these same laws were approved by the Kosovo Parliament and in
September of this year they entered into force. The new versions of these laws are in line with the EU
Acquis, while they contain detailed provisions on all aspects covering this area and eliminated all of the
conflicts between the previous versions of these laws. The legislative process of 2013, related to this
area was also unique, considering that it related directly with the visa liberalization process, while it
merged two laws and it introduced a new law (on Cooperation Between Authorities Involved in IBM)
making it the only such law in Europe and wider. This new law was requested by the EU experts
involved in the assessment mission for visa liberalization, while there is no EU regulation or directive
specifically covering this issue.
Finally, despite the fact that these laws are in line with the EU Acquis, Kosovo authorities implementing
the same will struggle in their efforts during their implementation, especially considering that fact that
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Kosovo still lacks some necessary infrastructure, like: Detention Center for Foreigners, having a semi
established diplomatic and consular service and also having non - experience officers or with little
experience in this area.

References
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

Craig, De Burca (2007, EU Law, Text, Cases and Materials, Fourth Edition, Oxford University
Press.
Law on Integrated Management and Control of the State Border Remark: Law is approved by
Assembly, date 21. 05. 2008 and promulgated by the Decree of the President of the Republic of
Kosovo No. DL-021-2008, date 15.06.2008.
Law on cooperation between authorities involved on integrated border management, Remark: Law
is approved by Assembly, date 31.07.2013, and promulgated by the Decree of the President of the
Republic of Kosovo No.DL-40-2013, Date 19.08.2013.
Law on asylum, Remark: Law is approved by Assembly, date 21.12.2011, and promulgated by the
Decree of the President of the Republic of Kosovo No.DL-57-2011, Date 30.12.2011.
Law on asylum, Remark: Law is approved by Assembly, date 31.07.2013, and promulgated by th e
Decree of the President of the Republic of Kosovo No.DL-39-2013, Date 19.08.2013.
Law on Foreigners Remark: Law is approved by Assembly, date 16.12. 2008 and promulgated by
the Decree of the President of the Republic of Kosovo No. DL-069-2008, date 30.12.2008.
Law on foreigners, Remark: Law is approved by Assembly, date 21.12.2011, and promulgated by
the Decree of the President of the Republic of Kosovo No.DL-056-2011, Date 30.12.2011.
Law on foreigners, Remark: Law is approved by Assembly, date 31.07.2013, and promulgated by
the Decree of the President of the Republic of Kosovo No.DL-42-2013, Date 19.08.2013.
Law on State border control and surveillance, Remark: Law is approved by Assembly, date
21.12.2011, and promulgated by the Decree of the President o f the Republic of Kosovo No.DL001-2012, Date 06.01.2012.
Law on amending and supplementing the Law no. 04-L-072 on state border control and
surveillance, Remark: Law is approved by Assembly, date 31.07.2013, and promulgated by the
Decree of the President of the Republic of Kosovo No.DL-48-2013, Date 19.08.2013.
Law No.03/L-136 on Granting Permit for Work and Employment of Foreign Citizens in Republic
of Kosovo, 2009.
National Strategy of The Republic of Kosovo on Integrated Border Management, 2009.
REGULATION (EC) No 562/2006 OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL of 15 March 2006 establishing a Community Code on the rules governing the movement
of persons across borders
(Schengen Borders Code), 2006.
COUNCIL REGULATION (EC) No 2007/2004 of 26 October 2004 establishing a European
Agency for the Management of Operational Cooperation at the External Borders of the Member
States of the European Union, 2004.
REGULATION (EC) No 1931/2006 OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL of 20 December 2006 laying down rules on local border traffic at the external land
borders of the Member States and amending the provisions of the Schengen Convention, 2006.
EC Guidelines for Integrated Border Management in the Western Balkans, 2009.
REGULATION (EC) No 767/2008 OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL of 9 July 2008 concerning the Visa Information System (VIS) and the exchange of data
between Member States on short-stay visas (VIS Regulation), 2008.
REGULATIONS REGULATION (EC) No 810/2009 OF THE EUROPEAN PARLIAMENT AND
OF THE COUNCIL of 13 July 2009 establishing a Community Code on Visas (Visa Code), 2009.
DIRECTIVE 2011/98/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 13
December 2011 on a single application procedure for a single permit for third -country nationals to
reside and work in the territory of a Member State and on a common set of rights for third -country
workers legally residing in a Member State, 2011.

177

21. COUNCIL DIRECTIVE 2004/114/EC of 13 December 2004 on the conditions of admission of
third-country nationals for the purposes of studies, pupil exchange, unremunerated training or
voluntary service. 2004.
22. COUNCIL DIRECTIVE 2005/71/EC of 12 October 2005 on a specific procedure for admitting
third-country nationals for the purposes of scientific research, 2005.
23. COUNCIL DIRECTIVE 2003/86/EC of 22 September 2003 on the right to family reunification,
2003.
24. COUNCIL DIRECTIVE 2003/109/EC of 25 November 2003 concerning the status of third -country
nationals who are long-term residents, 2003.
25. COUNCIL DIRECTIVE 2009/50/EC of 25 May 2009 on the conditions of entry and residence of
third-country nationals for the purposes of highly qualified employment, 2009.
26. DIRECTIVE 2008/115/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of
16 December 2008 on common standards and procedures in Member States for returning illegally
staying third-country nationals, 2008.
27. COUNCIL DIRECTIVE 2003/110/EC of 25 November 2003 on assistance in cases of transit for
the purposes of removal by air, 2003.
28. DIRECTIVE 2009/52/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 18
June 2009 providing for minimum standards on sanctions and measures against employers of
illegally staying third-country nationals, 2009.
29. COUNCIL DIRECTIVE 2003/9/EC of 27 January 2003 laying down minimum standards for the
reception of asylum seekers, 2003.
30. Council Directive 2004/83/EC of 29 April 2004 on minimum standards for the qualification and
status of third country nationals or stateless persons as refugees or as persons who otherwise need
international protection and the content of the protection granted, 2004.
31. DIRECTIVE 2011/95/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 13
December 2011 on standards for the qualification of third-country nationals or stateless persons as
beneficiaries of international protection, for a uniform status for refugees or for persons eligible for
subsidiary protection, and for the content of the protection granted (recast), 2011.
32. COUNCIL DIRECTIVE 2005/85/EC of 1 December 2005 on minimum standards on procedures
in Member States for granting and withdrawing refugee status, 2005.
33. EU Visa Liberalisation with Kosovo Roadmap, 2012.
34. The Comprehensive proposal for Kosovo Status Settlemen, Report of the Special Envoy of the
Secretary-General on Kosovo's future status, United Nations Office of the Special Envoy for
Kosovo, 2007.
35. Kosovo Government LEGISLATIVE PROGRAM, 2013, Approved by Decision No. 02/110,
26.12.2012.
36. The Program of the Government of the Republic of Kosovo, 2011-2014.
37. Regulation of Rules and Procedure of the Government of the Republic of Kosovo No. 09/2011.

178

Enforcement Of Legislation For Labor In Kosovo And It’s
Reformation
Blerim Krasniqi
Abstract: Legislation for labor relation in Kosovo administered by UNMIK but even
after the country’s independence, especially its implementation and efforts to reform them
are subjects and issues which preoccupies the society and the employees in Kosovo.
Establishment, enforcement and reformation of Labor Legislation in Kosovo after 1999
can be clearly divided into two periods such as: The period of UNMIK Administration
until the entry into force of the labor legislation in the Republic of Kosovo and the second
period the strengthening of labor legislations after the country’s independence. The
process of reformation of labor legislation has indicated few tendencies for reformation
which have not been reached the adequate level of development. In opinion, is described
the fact that labor legislation in Kosovo is facing to many difficulties, which occasionally
are reported and elaborated in different reports and researches. The reports made on this
issue seclude particularly the legislation being not full in the lab or field and certain
mechanisms which will ensure the adequate enforcement of legislation and legal
protection for employees.
The issue which is elaborated in this project is the fact that enforcement of legislation and
certain implementing mechanisms as well as its further reformation, is it a problem which
continues to challenge its adequate enforcement? Regarding to this, by analyzing the
positive legislation and pertinent literature, the item aims to treat the aspect of
implementation in practice of labor legislation, respectively how much and how
mechanisms for implementation performs, and what is the dedication of government and
society overall to move forward on this direction.
Keywords: Labor legislation, enforcing mechanisms, reformation, creation, reports.

1 Introduction
The engagement of country legislation on development of a genuine legislation and efforts made for its
enforcement through respective mechanism had been associated and are being associated with many
different challenges which are of different natures. Legal base, respective actions undertaken in the
execution of labour regulation in Kosovo in general and tendencies for its reformation note the content
and the focus of this topic.The process of implementation and reformation of labour legislation during
this period has marked many reformation and development tendencies, but never achieved the level of
implementation nor adequate development.The abovementioned highligh ted area as well as the aspect
of labour regulation execution will be elaborated in the continuance of this paper.
The uniqueness of it is that applicable labour regulation in different institutions has marked tendencies
of separate development. At first, different institutions had their internal normative base, and their
actions were based in internal rules entered into force by UNMIK administrators depending where they
came from, and later by local leaders of those budgetary organisations or instit utions. The
implementation and reformation of labour legislation and its reformation is in the centre of attention of
respective institutions and mechanism since the society and institutions are waiting for executive
mechanism functionalising and their bes t possible performance.
Assuming to analyse labour regulation and its implementation in political and economic processes that
the country is facing, I have highlighted the legal base, difficulties and some of the violations
encountered during this period. Findings of this article evidence the fact that the time period from 1999
until now is been worked fairly on compiling and implementing of labour legislation in general whose
legislation has encountered and continue to encounter difficulties during its practical execution.
Implementation difficulties and delays are mainly met on labour law enforcement, while law
enforcement of civil service as we shall see is presented in a slightly higher level of implementation.
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Relatedness between human work and dignity emphasized and incorporated in ILO’s Constitution in
1946, where is emphasized that “Work is not product and that all human begins have the right to follow
material wellbeing and their spiritual development in conditions of freedom and dignity,of economic
security and equal opportunities”will be the judgment that will permeate this paperwork.
After the leaving of Serbian Government and Administration from Kosovo, UNMIK Administration in
Kosovo beside the applicable legislation has taken legal obligations on implementation of international
convents from labour relations. This commitment is foreseen at UNMIK regulation UNMIK, No.
1999/24 “For the law in force in Kosovo, which inter alia states the fact that during the exercise of its
functions, all people with public duties or that hold public positions shall respect known international
standards of human rights as foreseen in international declarations and convents.
Even if formally said that in Kosovo are applied provisions before 1989, this time when Koso vo had its
own laws that regulated employment relations, in practice there are few cases when those provisions
are applied. This aspect of non-implementation in practice of respective provisions related to this issue
has committed violence of Workpeople Rights in Kosovo during the time of UNMIK administration.
Regulation No.2001/09 “Over the Constitutional Framework for Provisional Self-Government in
Kosovo” in premise, among others called and in different convents where is been said that the obeisance
of different convents and standards against the discrimination is presented and is permanent duty of all
authorities, organisations and temporary self-government structures.
In after war period in Kosovo mainly in three first years cannot be mentioned any gen uine execution of
labour law in any budgetary organisation or private/social company, because we didn’t have the
consolidation of the ascendancy and mechanism that would care about the adequate execution of labour
rights. Regulation No. 2001/27”Over the Basic Law of Labour in Kosovo” and Regulation No. 2001/36
“Over Law for Civil Service in Kosovo” were the key legislation for regulation of employment relations
in Kosovo.The specific of the legal base for civil servant is the fact that we already do not hav e work
contract for unspecified time, but we have contractual relationship in the period commencing from one
to three years.
SRSG through the regulation determined basis and frames on regulation of employment relation in
Kosovo, creating mechanism that would care in order to implement respective rules and procedures but
also to develop necessary and imperatival legislation and normative.
Basic criteria on implementation of regulation are foreseen on article 2.1 of Rule No. 2001/36, stating:
”Civil service will be leaded by those elaborated principals as below: (a) Equally; (b) Political neutrality
and objectivity: (c) Sincerity; (d) Honesty and responsibility; (e) Transparency; (f) Merit; (g) Non discrimination (h) Comprehension”, etc.
Findings of this paper evident the fact that in the time period of 1999 until now is been worked enough
in compiling and strengthening labour legislation in general which legislation have met difficulties
during its practical implementation.
The enforcement of labour law in Kosovo due to different experts of this field, reports and opinions,
although by interviews and different conversations with columnist and executors of this act, since its
enforcement there are evidenced some problems related to its non – implementation. According to
different reports and interviews, different employers, are not implementing it also some private
businesses are doing the same, and continue to operate without any problem. Labour Inspectorate seems
to be impotent to sensitize the owners not to violate labour’s law and rights through blackmail and firing
intimidation. In this situation seems that the firing intimidation is the only depreciator that forces
employees to remain silent. Another problem continues to be the maternity leave issu e and other leaves
in general that are challenging and quite undistinguishable mainly in private sector.
There are also evident violations by employers of different sectors such as building, agricultural,
medical, hotel etc., requesting from employees to work longer than determined timetable, without
safeguard measures and without work contract. It is also clear the fact that in our actuality, in our society,
the most difficult mission for each citizen is finding a job. On the other side those who are emplo yed
face difficulties because of non genuine compliance of labour law and due to some defects that this law
has had during its compiling.
In the other side, if we link the problem with a need of possessing an organic labour law, but without
analysing the aspect of practicability, than such Labour Law has its positive sides, because in the event
of setting a good legal base for employees and those to be feel more assured in their place of work ,to
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have guaranteed rights, does not allow at least formally that the employer to violate the right of the
employee and at once provide salary and vacation compensation for all employees.
If we compare the current labour law with regulation for labour basic law 2001/27 that was juridical
base for improving labour relation to the issuing of a new law, we may notice that there are some tiny
differences between these two acts. Labour law unlike regulation for basic labour law 2001/27 is more
favourable and mainly for people under 18, because in case they get employed cann ot work within a
week 40 hours as people more than 18, but, will work 30 hours within a week, which are considered
full working hours. If we refer to the general principals of the labour rights, different convents and also
human reasons, that is it right and moral that the employer to deprive the employee from his legitimate
right? According to many data and conversations with anonymous employer and employees in many
businesses there are employed relatives, on which event are at least performed two violence , as a
employee in the juridical formal aspect but also in human and moral aspect, too. It is a fact that earnings
in private sector in general are very low so in this aspect we shall understand the approach and
opportunities of the employer, since employees and employers share the same fate of the economy of
the country, economic trends and another more global aspect, but, it cannot be justified and understood
that why the employer does not have work contract, why he is obliged to work more than forty hours in
a week without due compensation, etc?
Field analysts based on field work explain that one of the reasons why one government shall interfere
in the labour market issuing laws in order to regulate it, is that labour markets are nor perfect and
consequently employee through the power of the market they posses, misuse the employees by bringing
unfairness and non-efficiency. Law enforcement requires the engagement of the employee, employers
and labour inspectorate. Employer shall be informed with p rovisions that Labour Law foresees, with
obligations that has to employee and with punitive provisions that is foreseen by law in case of violation
of his right. Concisenessshall happen as soon as possible and employee shall know that is case if
employer denies those rights, the law guarantee protection after the complaint is submitted within
institution , than in court or in labour inspectorate. Labour inspectorate shall be more often present in
the field, in order to listen the complaints of employees and to be without compromise toward them who
violate Labour Law and the rights of the employees. It remains legal obligation of labour inspectorate
to monitor Labour Law enforcement, as far as the employer is aware on how to respect the rights of
employees which are a legal but also moral obligation.
Beside non-compliance of the law by employee, one another problem also exists, inefficiency of
municipal courts to resolve contests from labour relations and as a result of this often come to the
hesitation of the employees to address the courts in order to require justice in case if their work contract
is discontinued in arbitrary manner by employer. By the content of labour law and of civil servant has
differences and mainly with the time table within a working day and brakes within one day that belong
to the employees. Labour Law determines 30 minutes brake within 8 working hours and this provision
is respected by private sector. In another hand law for civil service who gives a chance to the civil
servants to have (1) one hours brake within eight (8) working hours and this in employees convenient,
but not to the state, so thus it seems that laws are not in harmony and employees in this aspect are not
equally treated as in private sector also in public one. Even if the majority of employees are aware that
in Kosovo exists a Labour Law, nevertheless only few of them know the content of the law and what
rights are guaranteed by this law. This ascertainment came during the publication of Report over Labour
Law enforcement in Kosovo. Due to the report in question, “the most worried findings are that during
the monitoring we have found over 56 percent of the employees work without working contracts. So,
they have only one kind of agreement with employer that is a violation of their rights. As unionists
expressed, quote“ We require the implementation of laws in practice for the rights of employees, we
require the endorsement of collective agreement in national level which is prepared, we require the
implementation of minimal wage agreement that social economic council has taken this year, in order
that to be 220 euro” said in publication.
During a debate for Labour Law, respectively maternity leave, organized by Centre of Human Rights
in University of Pristine, there are discussed amends of the labour law, amends that, according to
majority of panellists, are drawback for females. In the same debate many legal officers have given their
opinions regarding the harmonisation of national legislation with EU legislation in th e Ministry of
Labour and Social Welfare, who said that even after harmonisation, the proposal related to woman after
child-birth is applied a leave of 9 month with a payment, it has been inadmissible for World Bank.
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Ombudsman, Sami Kurteshi, has said that this law has more negative than positive amends. Kurteshi
has evaluated that the law in current form is inadmissible no matter what kind of amends will be done,
according to him, monitoring mechanism shall be raised on the implementation of Labour Law in
general. Whereas the proposal of the Chamber of Commerce for the payment of maternity leave, that
the payment for woman after the child-birth to be 4.5 months from businesses and 4.5 months from
The Government of Kosovo, evaluating as an acceptable propo sal by businesses. Law enforcement of
civil servants in Kosovo is a precondition of the functioning of a functional public administration. Civil
Service, respectively administration implementing bodies are key provider of public services.
Regarding the implementation of law, in field there are performed researches and analyses regarding
the issue of secondary legislation of Law enforcement. Information over the development of Law
enforcement bodies for civil service are collected by different institutions, through interviews with
officers of administration and personnel departments in 34 municipalities and 12 ministries. All
respected evaluated ministries and the majority of evaluated municipalities have developed
implementing bodies, as determined by Law for Civil Service. Nevertheless, secondary legislation on
Implementation of Law for Civil Service is not finalized yet.
The process of transformation of civil officer’s contracts to the act of nomination with the indefinite
term has been completed only in 67percent of assessed ministries and in 62 percent of municipalities,
against the certain term for termination of this process in July 2011. As a part of wider reform of public
administration, reforms in civil service are defined in Law for Civil Service that entered into force in
2010. Legal package for 2013 that will include the reformation of public administration due to local
executive, perform obligations that come from pointed remarks by the Feasibility Study for Kosovo.
With legal package, government alleged that has included in legal programme of this year all laws that
have to do with the reformation of public administration due to required criteria by European Union.
Innovation in this legislative package is the law that defines the wages of civil se rvants and political
staff, “Law for civil service and wages, such laws that need to be changed. As already stated, Law for
civil service requires many sublegal acts to be approved within six months or a year since the date of
entry into force, according to the issue that they treat. Until December 2012, MPA and Government
have issued in total 21 sublegal acts. A disorderly issue was the non -proportional under-representation
of roman, Egyptian community in Kosovo in all levels of civil service. Regarding g ender representation,
provided statistics by MPA shows that as institutions in central level also those in local level were
almost in full accordance with their legal obligations in order to provide the representation of females
of at least 40 percent of civil service employees, by 36 percent in central level institutions and 41 percent
municipal institutions. The lack of a regulation for categorizing of vacancies would clarify the process
which is approved in March 2012, has procrastinated the process of contract’s transformation in many
municipalities.. Highlighted elaborations and examples in this article reflect the implementation of
labour legislation in Kosovo that demonstrate the need for determined amends and progressions in the
labour area in Kosovo. Unlike the 2012 Feasibility Study, among others it is said that delays in the
implementation of the new legislation undermine the creation of a public professional administration
and create conditions for a legal vacuum that is detrimental for the reform process. In a very short time,
Kosovo shall approve all sublegal acts for laws over civil service as well as wages for civil services and
care for the implementation and respect for the law and respective procedures in order to evident the
commitment for their implementation.

2 Conclusions
Analysing applicable regulation of labour in Kosovo in general and analysing reports of many
mechanism that have performed researches for the level of practicability of labour regulation and
attempts on its reform in Kosovo despite the social and political achievements after 1999, labour
applicable regulation, respective mechanism and the level or practicability, evaluated as non appropriate level. The rights of the employees in Kosovo are not pleasingly respected, yet. Unionists
are not satisfied with the implementation of law in employment areas. Employees have addressed many
complaints, mainly related to the working contracts and other violations performed in economic private
sector. While many issues are already regulated with secondary legislation, there is a need of other
regulations in order that the Law for Civil Service to be fully executed. The transformation of civil
service contracts into the act of nomination with indefinite term is a process that is not finished in the
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majority of institutions yet. The independent body responsible for the adjudication of the civil servants
according to the Law for civil service is facing with considerable challenges. Some issues by labour
area were absent and left to the time (such as: different health and social insurance, health , material
compensation of curing expenses, for the injured or disabled officer or close family of the decedent
officer, etc. Different reports emphasize as summarized the conclusions such as : weak professionalism,
politicization, lack of qualification, lack of legislation and implementing mechanism, etc. Labour
reformation and regulation development stagnated, respectively are very slow and depended among
others on budgetary potential. The duration of vacations, maternity leaves, medical leaves etc. was
shorter and in some aspects contray with foreseen rights on the international convent. It is noteworthy
the zeal of institutions to achieve the level of ethnical and gender representation comme nsurate to
legislation in force and other higher standards.
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Abstract:In this paper we treat maters of proposals and apeals s, ie conditions and their
apeals procedure to the competent body, set as a basic right of humanity in accordance
with the constitution, law and other articles, apeals s by the party whose rights have been
violated with different procedures that occur by the State admistrative body.
The right for apeals s to the highest state authorities, dates back to the early ages, in the
beginning was presented as a request in a humiliating manner and up to the fun damental
right that was treated in many documents of the democratic countries.
Looking at the historical aspect of treating apeals role from the past till present, not many
countries in their constitutions or special laws regulate this important matter for the
citizens, as one of the most democratic forms of expression of revolt in writing and
civilization to the work of state bodies.
The protection of fundamental human rights, although guaranteed by international acts
and other internal acts of certain states, they are continually violated, a matter that paves
the way for Ombudsperson or other government to enable their citizens with a chance to
protect their rights.
Keywords: apeals , proposal, human rights, ombudsperson, local governance

1 Introduction
Protection of personal rights and interests of citizens in the past has driven them to address the
governmental bodies in whatever level, by using the instruments envisioned at various documents to
make them reply orally or written with the aim to protect those rights.
Today, looking from the time perspective, this right for submitting the appeal is regulated by law and
guaranteed to every legal person, and for those didn’t not draw any responsibility or have any
consequence for the purpose of presenting the complaints.
Bodies which are acting according to requests and proposals are obliged to act within the time limits set
by law.

2 History Of Presenting Complaints And Proposals
2.1 The Roman Empire
In historical terms the right of complaints in the past played an important role in the development of
social and political life in Roman Empire. Its presentation importance and form takes especially during
the reign of Emperor Jul Caesar , as presenters at a meeting in Senate (as the highest body at the time of
the Roman Empire) in the year 44 BC, which had a paradoxical position.
The role and importance of law in the time of submissions
The first one who initially presented and submitted the requests as a sign to some form of compromise
or arrangement was Senator Tilius Kimberi . In the Roman era dictionaries for submissions can be found
under the term definition as "suplicare or suplikacion", derived from the Latin word meaning
supplicare "demeaning request".
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Over the time requestss take other form of expression which means not only a simple request or appeal,
but it expresses a special form of legal instrument. During the reign of the Roman Empire within state
authorities it had a special committee for award of replies for such request s.
2.2 The Middle Age
2.3 Legal sources in England
During medieval the roots or base of the right for requests can be found in England in some early
documents as following:
Magna Carta Libertatum - year 1215
Magna Carta Libertatum of the year 1215, over the years expressed on of the main and formal
documents of legal system in England of that time, where it had some of the elements of the rights to
the requests.
In Magna Carta Libertumaccording to the translated version in contemporary English it defines “If we
as the main Judges or someone among our servants
From this part of this document it can be supposed that even the power was trusted to 25 inhabitants
elected by the king, these inhabitants had some authorizations to submit the requests up to the king, if
they consider that it has been made any violence or injustice which is mentioned into the document.
2.4 Bill of Rights of 1689
This catalog of freedom, the so-called Bill of Rights of 1689, which ended the absolutist rule in Great
Britain and established constitutional monarchy, gives Parliament the right to freedom (free elections,
the right to freedom of speech, the right tax) .
Bill of Rights - contains rules which significantly and absolutely limit the power and guarantee greater
protection of human rights. He declared the power illegally that seeks to suspend the law or rule without
law: entitles citizens to submit petitions to the king and declared unlawful imprisonment orders or
prosecution of those who have filed petitions, prohibits inhu man and unusual punishments.
Upon the time the right to submit a request takes place in a special document called Bill of Rights, this
statement foresaw that "subjects or citizens under the rule of the king had the right to submit requests
and they have no fear that they will be tracking to them”.
2.5 USA
Declaration of Independence of the United States of America - (1776)
Declaration of Independence of the United States of America prepared by Jefferson
approved on 4 July1776 , states:




That all persons are created equal:
That their Creator has given some undisputable rights, such as life, liberty and the pursuit of
happiness;
That governments are created to secure these rights

The Declaration proclaims the right of the people at any time when any form of government becomes
obstacle to be embodied these purposes, suspend or commute to and form a new government based on
principles and with such a power such as appear most best to achieve freedom and happiness.
Based on developments in England in the U.S. the right to petition was regulated in the first Amendment
to the U.S. Constitution in 1789 by James Madison where he was provided the right to petition.
2.6 Germany
In Germany the right to petition was initially regulated by law since 1794 and that by Code x General
Law of Prussia.
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German constitution The Basic Law (Grundgesetz) of 1949 as an example that provides broad
protection where the first 20 articles of the Constitution, dedicated to human rights, the right to i the
petition is a guaranteed institute in Article 17 of the Basic Law which asserts that: ” Everyone has the
right, individually or jointly with others, to address written requests or complaints to the competent
agencies and to parliaments .
2.7 France
Declaration of the Human Rights and Citizens of the year 1789
French National Assembly on 26 August 1789 adopted the Declaration on Human Rights and the
Citizens, according to which "people are born and live free and equal in rights"
Human rights are confirmed by this statement, specifying and expanding the Declaration on Human
Rights and the Citizens, of the year 1793, which repeats the principles of the Declaration of 1789, and
also contains several new human rights such as:




The right to file petitions to public institution providers;
The right to revolt,
The right of peaceful assembly and to exercise religious rites

3 The elements of the right to submit the requests and proposals
3.1. The right to submit the requests and proposals from formal and legal aspect
Viewed from formal and legal aspect the right to submit the requests is supposed to have some
components (elements) as in the following:
1.

2.
3.

The first component or element is that the right to submit requests up to legislator body – the
parliament, or the executive body - the government, and other competent state bodies is a
guaranteed right that belongs to every citizen of the Republic of Macedonia, as personal or
collective right.
The right of submission of complaints to authorities, supposedly brings no regular legal
remedies or other means, but only a request form that according to the law, the competent
authority is obliged to respond the deserved answer at the time specified by law.
The submission of the appeal with regards to specific request, it musnt not show any fear for
the respective applicant, as regarding the realization of this right.

These elements in a clear mannaer are explained in the constitution of Macedonia set by the act 24
“every citizen has the right to submit apleals at the state officials for services and other public services
and shall receive a response. The citizen can not be held responsible, or harmed because of the
submitted apeal, unless the citizen has performed misconduct ”.
As it can be seen, the constitution of RM in a straightforward forsees apeals s to the state officials are
set with the highest act, this right is in line with basic rights of citizens.
The right of apealss and proposals to other government body
In regards to the apeals and proposals, every citizen has the right alone or with others for apeals and
proposals for the work of officials of the municipality or municipal administration.
3.2 The rol of municial mayors about apeals s and proposals
In his frameworkd, the mayor is obligated to:


To create conditions for the delivery of apeals and proposals;



The turn around response is 60 days from the acceptance day (proposal), ensuring that response
is sent to the requestor and,
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Apeals and proposals that are not related to the municial work, the individual that is subbmiting
the appeal shall be informed.

3.3 The role of people’s advocate for apealss and proposals
Ombudsperson or peoples advocate in judicial system of many countries is a result of many needs to
protect peoples rights.
Main function of the people’s advocate is determined by the law and the consitiution. As an insititution
that protects constitution and legal rights when they are violated citizen’s rights by the government
administration (for example, from ministries, directorates, commissions) and other authorized public
bodies.
Every person, that evaluates or considers that his constitutional rig hts have been violated, and more
specific when dealing with basic righs for non-discrimination fair and adequate representation of party
members in the above mentioned government bodies, the apeals can be handed to ombudsperson. The
ombudsperson can call for a procedure with self initiative, if it considers that rights have been violated.
Apeals handed to the obmbusperson must be signed by the submitting individual, to contain personal
data, explanatory, facts, proof that apeals is based on. The apeals is delivered in writing or verbally
through recording process in writing and it’s free of charge.
According to act 29 of order for office work and archive (“Gazeta zyrtare e RM -së” nr. 58/96) ,
Obudsperson approves: LIST for documentation proof and storing timelines for the year 2008 and
ombudsperson insititution:
For: The rights and civil freedoms of the community groups


Apeals from police procedure area; procesuctor; judical; from defence area; violation of the
principles of non-discrimination and adequate and equitable representation of community
members,

Rights protection and social security where they belong:



Appeals from the field of health insurance; social rights, in the field of pension and disability
insurance; for violation of the rights of children, in the field of education and science and the
field of culture and sport.
Appeals from the field of property law; Complaints field of urban planning and construction;
Appeals issues in the field of shelter; apeals of customs and finance areas;



Notification, recomandation, proposals and other acts 5 years



Appeals from employment; Appeals area of consumer rights; Complaints from the field of the
environment;



Appeals from the field of property law; Appeals in the field of urban planning and construction;
Appeals issues in the field of shelter; Appeals in the field of customs and finances;



Announcements, recommendations , proposals, opinions and other acts 5 years

3.4 Role of Municipalities about apeals s and proposals
To strengthen civil society function and responsibility of public authorities, The law contains
provisions for local self-government for the right of citizens to submit complaints and proposals for the
work of the municipal administration, as well as the obligation of the authority concerned to answer
with explanation applicant, later within 60 days of receipt.
In case of working on issues that are not part of municipality responsiblity, the municipal body is obliged
to submit the same to the competent authority and notify the apealsant for this matter.
Statute as the highest legal act that is approved by the Municipality and in accordance with legislation
of central government that regulates the internal organization of the municipality as a basic unit fun ction
in the territory of Republic of Kosova, in accordance with the law: how about presenting apeals and
proposals for the work of municipal bodies and acted upon.
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The law for local self adminstration in act. 29 provides that appeals and proposals has the right to
represent every citizen is entitled separately and jointly with others submit submit complaints jointly
with others apeals s and proposals for the work of municipal bodies and municipal admin istration.
3.5 Role of Mayors about apeals s and proposals
Within its competence the Mayor is obliged:


To create conditions for the apeals of complaints and proposals;



The turn around response is 60 days from the acceptance day (proposal), ensuring that response
is sent to the requestor and,



Apeals s and proposals that are not related to the municial work, the individual that is
subbmiting the subbmmission shall be informed.

Handling of complaints and proposals on Kosovo
Regarding the Handling of complaints and proposals in Kosovo, unlike legal practices in the region and
beyond, were treated as above, Law in Kosovo this institute special importance as one of human rights
addressed in many democratic countries and world \eu, we find only documents PZAP asa permanent
body, independent and competent to make decisions in regards to appeals that are authorised
with the election process set in accordance with the law of Republic of Kosova and Election rules.

Conclusion







Initiallly the appeals that were presented were demeaning,
Inspired from EU countries and USA, as far as the appeals and proposals from regional
countries, R. E . Macedonia has has issued a law that regulates the precise issue of apeals of
complaints and suggestions, and the form of actions which should undertaken, the protection
of human rights has issued a law that regulates the precise issue of apeals of complaints and
suggestions, obliging the other associated bodies of state administration and public
ombudsman etc.
Apeals s occur singly and in groups, that its claimant can not invoke the liability or other
consequences, unless it has made any incriminating act according to the law.
The body has since admitted that the complaint is obliged within 15 to 30 days, if the petition
contains actual legal requirements or notes that are flagrantly violated legal provisions, to
respond to the complaint.
Bodies under the law are always compelled to record for each application that deals with
complaints and prepare reports every six months to the Ministry of Justice
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