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CHAPTER 1   Overview of the baseline document

The baseline document is designed to describe the operations of KDA as a business service organisation. In particular, we find it necessary to cover the following points:

1. KDA’s goal, mission, strategic vision for itself as a whole, and for each division;

2. A profile of KDA as a whole, and each division

3. A précis of the qualifications of the staff

4. The market in which KDA operates, including existing and new competition

5. The context in which KDA operates: language, type of clients, needs of those clients

6. The position of KDA in the market and the products offered by KDA

7. Presentation of the finances of KDA as a whole, and of the divisions

8. The strengths and weaknesses of KDA itself, in a SWOT analysis

9. The threats and opportunities facing KDA, the second half of a SWOT analysis

10. Barriers to success and sustainability, and suggested strategies to overcome the barriers

11. The needs of the clients as KDA sees them

12. An analysis of the practical effects of KDA’s activities on the business environment

13. An analysis of the effects of KDA’s activities on employment in Kosovo

1.1 KDA’s goal, mission, strategic vision for itself as a whole, and for each division;

According to its statutes, KDA’s mission and goals are: Assisting in the economical development of Kosovo; offering training through the Training department to build capacities and skills and to create opportunities and competence for employment; offering professional and strategic consultancy and support to enterprises and business through the SME department; promoting Kosovo businesses in and outside of Kosovo through the Promotion department; and engaging in development projects that support this mission through the Development department.  

1.1.1 A profile of KDA as a whole, and each division

KDA is an NGO, which was incorporated in 1999 by Bekim Panxhaj. It was started first as the NGO Cap Espoir, and after the Kosovo NGO law allowed registration, as Cap Espoir-Kosovo Development Agency. It began with the SME division of consultants, and the training division. The current training division manager, Ilirana Vezvesja, was with Bekim at the beginning.

In the beginning, Cap Espoir worked with the Belgian foundation CIRE, channelling money to returning refugees and the Kosovo Diaspora who chose to return after the war in 1999. CE-KDA was founded to work on the reconstruction of the business sector in Kosovo. In parallel to the founding of CE-KDA in Gjakove, DRA (which later merged and became CARE Nederland) founded an SME support centre in Peje.

By 2001, KDA was achieving some recognition as a professional business & consulting agency. The SME division developed a substantial practice in loan and business plan preparation, in spite of the poor business climate and post-war disorganisation of the region.

1.1.2 Profile of the SME department

The SME department, located on the first floor of the new office on Nene Theresa Avenue, consists of a Department Manager, a Lead Consultant/Head of Agency, three additional consultants, two at expert level and one at junior level, and a support staff person who also serves as receptionist for the whole organisation. An administrator-translator physically located in this department also works for more than one department. 

The SME department markets it services by word of mouth to the Kosovo business and agricultural community, and also receives referrals from banks and other institutions. Potential clients come to KDA for an initial interview, or the consultants go to them for a discussion. After a few meetings, a contract is prepared and presented for signature.

The dominant services of the SME department are bank loan applications (priced between €30 and €150) and business plans, priced around €750. The prices are based on an estimate of the number of hours, at a discounted hourly consulting rate of €10 per hour.

Of the seven staff, two are men and five are women. The manager is a man, and the Head of Agency is a woman. 2002 activity and income of the SME department for the first five months of 2002 (in which there was no donor funding) is presented in Table 1.

Table 1. Activity and income of the SME department, first five months 2002.

	Business plans, Micro-projects, Loan applications prepared by the SME department during January - May 2002

	
	KDA-Product
	
	Financial institution
	Fee  €

	Enterprise activity
	Business Plan
	Micro-project
	Loan application

	Trade
	
	
	1
	Banka Ekonomike
	250

	Trade
	
	
	1
	Banka e Re
	100

	Cow farm
	1
	
	
	ABU
	600

	Cow farm
	only translation in Eng.
	50

	Trade
	
	
	2
	Banka e Re
	150

	Chicken Farm
	
	1
	Banka e Re
	75

	Trade and Industry
	1
	Banka e Re
	100

	Trade and Industry
	1
	Banka e Re
	150

	Transport
	
	1
	Banka e Re
	150

	Trade
	
	
	1
	Banka E Re
	75

	Cow farm
	1
	
	Swiss foundation
	50

	Trade
	
	
	1
	Banka e Re
	100

	Service
	
	
	1
	Banka e Re
	100

	Wine & Fruit Juice
	1
	
	
	ABU
	

	
	2
	1
	11
	
	1950

	
	
	
	
	
	

	Jeans etc. factory
	1
	Banka Ekonomike
	100

	Cow farm
	1
	
	
	ABU
	750

	Transport
	
	1
	Banka e Re
	90

	Carpentry
	
	1
	Banka e Re
	75

	Trade
	
	
	1
	Banka Ekonomike
	75

	Farmer
	
	1
	
	ABU
	100

	Chicken Farm
	
	1
	Banka e Re
	75

	Private clinic
	
	1
	Banka e Re
	75

	Transport service
	1
	Banka e Re
	85

	Trade
	
	
	1
	Banka e Re
	75

	Carpentry
	
	1
	Banka e Re
	75

	Trade
	
	
	1
	BPB
	50

	Chicken Farm
	
	1
	Banka e Re
	85

	Carpentry
	
	1
	Banka e Re
	75

	Gravel transport
	
	1
	Banka e Re
	90

	Transport
	
	1
	Banka e Re
	100

	Transport, Trade
	1
	Banka e Re
	100

	Transport
	
	1
	Banka e Re
	100

	Trade
	
	
	1
	Banka e Re
	100

	
	1
	1
	13
	
	2275


Table 1. Activity and income of the SME department, first five months 2002, page 2.

	Business plans, Micro-projects, Loan applications prepared by the SME department during January - May 2002

	
	KDA-Product
	
	Financial institution
	Fee  €

	Enterprise activity
	Business Plan
	Micro-project
	Loan application

	Trade
	
	
	1
	Banka e Re
	100

	Cow farm
	
	1
	Banka e Re
	75

	Chicken Farm
	
	1
	Banka e Re
	85

	Cow farm
	1
	
	
	ABU
	750

	Gravel transport
	
	1
	Banka e Re
	75

	Trade
	
	
	1
	Banka e Re
	75

	Trade-Petrol station
	1
	Banka e Re
	100

	Gravel transport
	
	1
	Banka e Re
	110

	Electro service-Trade
	1
	Banka e Re
	100

	Petrol Station
	
	1
	Banka e Re
	100

	Trade
	
	
	1
	Banka e Re
	150

	Tourist Agency
	1
	
	
	ICU
	720

	Trade
	
	
	1
	Banka e Re
	100

	Trade
	
	
	1
	Banka e Re
	80

	Trade
	
	
	1
	Banka e Re
	40

	Shoes production
	1
	Banka e Re
	100

	Trade
	
	
	1
	Banka e Re
	60

	
	2
	0
	15
	
	2820

	
	
	
	
	
	

	Trade
	
	
	1
	Banka e Re
	100

	Dairy
	
	1
	1
	FAO, Banka e Re
	200

	Transport service
	1
	Banka e Re
	100

	Wholesaler
	
	1
	Banka Ekonomike
	250

	Sausage production
	1
	Banka e Re
	50

	Food industry
	1
	
	
	ABU
	400

	Gravel transport
	
	1
	Banka e Re
	70

	Farmer-agricultural
	1
	
	KLIP
	100

	Pica production
	1
	
	
	SwissContact
	420

	Macaroni production
	1
	
	
	ABU
	750

	Petrol Station
	
	1
	Banka e Re
	110

	
	3
	2
	7
	
	2550


Table 1. Activity and income of the SME department, first five months 2002, page 3.

	Business plans, Micro-projects, Loan applications prepared by the SME department during January - May 2002

	
	KDA-Product
	
	Financial institution
	Fee  €

	Enterprise activity
	Business Plan
	Micro-project
	Loan application

	Stiropor Production
	
	ABU
	

	Agricultural Pharmacy
	1
	Banka e Re
	100

	Trade
	
	
	1
	BPB
	50

	Ice Cream production
	1
	Banka e Re
	75

	Trade
	
	
	1
	Banka Ekonomike
	110

	Carpentry
	
	1
	Banka Ekonomike
	150

	Fruit juice production
	1
	Banka Ekonomike
	150

	Construction
	
	1
	Banka Ekonomike
	250

	Bakery
	
	
	1
	Banka Ekonomike
	250

	Trade
	
	
	1
	Banka e Re
	100

	Trade
	
	
	1
	Banka Ekonomike
	250

	Ice Cream production
	1
	
	
	ABU
	750

	
	
	
	
	
	

	
	1
	0
	10
	
	2235

	
	
	
	
	
	

	
	
	
	
	
	

	Carpentry-furniture
	1
	ABU
	750

	Diary
	1
	
	
	ABU
	

	Diary
	1
	
	
	ABU
	

	Cow farm
	1
	
	
	ABU
	750

	Food industry
	1
	
	
	ABU
	400

	Cow farm
	1
	
	
	ABU
	600

	Chicken farm
	1
	
	
	ICU
	350

	Cow farm
	1
	
	Klip
	250

	fasader 
	1
	
	
	ICU
	750

	Transport
	
	1
	BPB
	40

	Petrol Station
	
	1
	Banka e Re
	110

	Motel
	
	
	1
	Banka  e Re
	110

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	7
	1
	3
	
	3360

	
	9
	4
	56
	
	11830

	
	16
	5
	59
	
	15190


Source: KDA Administrator Smajl Panxhaj.

1.1.3 Profile of the Training department

The Training department is located on the second floor of the new office, which is shares with the general management and administration, now referred to as the “headquarters department”.

The training department consists of the Vice Director of KDA, who is assigned to the Training department for half time, and functions as the manager in practice, one full-time training co-ordinator whose official title is Manager of Department, and one junior trainer-translator, who may be shared with headquarters

The training department works for donors who make contracts for trainings of a particular type to fit their needs. The trainings are for between 10 and 25 students, and usually last one or two six-day weeks, for about five hours per training day. The donor-clients pay between E2.000 and E3.000 for a training. The Training department does not have its own training infrastructure; it conducts trainings in business centres; municipal buildings, and other locations. There is a space in the new offices which can be used for training in the future, once it is closed off and equipped.

The Training department conducts most of its courses on Marketing or Management for businesses or farmers. In addition, there have been courses on recycling for Roma people, English courses, computer and internet trainings, and the like. The Training department staff consists of one man (the Vice Director, assigned there half time), and two women, one of whom is the formal manager of the department. 2002 income of the Training department is presented in Table 2.

Table 2. 2002 Activity and Income of the Training department

	
	KDA Training department 2002 Activities and income, all amounts in EURO

	No.
	Organisation & Name of training
	No. of cand. at start
	No. of cand. at finish.
	Price per unit
	Start
	Finish

	1
	FAO Agriculture management Prishtina
	31
	29
	2,812 €
	22.01.2002
	30.01.2002

	2
	FAO Agriculture management Gjakove
	16
	14
	2,812 €
	01.02.2002
	09.02.2002

	3
	FAO Agriculture management Prizren
	38
	24
	2,812 €
	11.02.2002
	19.02.2002

	4
	FAO Agriculture management Peje
	26
	26
	2,812 €
	25.02.2002
	05.03.2002

	5
	FAO Agriculture management Gjilan
	22
	22
	2,812 €
	07.03.2002
	13.03,2002

	6
	FAO Agriculture marketing Prishtina
	30
	14
	2,873 €
	06.05.2002
	13.05.2002

	7
	FAO Agriculture marketing Gjakove
	13
	8
	2,873 €
	14.05.2002
	21.05.2002

	8
	FAO Agriculture marketing  Prizren
	23
	16
	2,873 €
	23.05.2002
	31.05.2002

	9
	Swiss Contact Business Plan
	15
	11
	1,955 €
	22.04.2002
	26.04.2002

	10
	ILO - Kosovo Accountancy standards
	9
	8
	3,310 €
	06.05.2002
	31.05.2002

	
	
	223
	172
	27,944 €
	
	

	
	FAO - Food and Agricultural Organisation
	
	Prishtina Office

	
	SwissContact
	
	Gjakove office

	
	ILO International Labour Organisation
	
	Prishtina office


Source: KDA Administrator Smajl Panxhaj.

Table 3 shows the normalised income for the two major earning departments, SME and training, from the last quarter of 2001 until the end of 2002, and then projected out yearly. 

Table 3. Income results and projections of SME and Training departments

	
	INCOMES OF KDA PER DEPARTMENT THROUGH THE QUARTERS

 FOR PERIOD 01.09.2001-30.09.2002
	
	

	
	FOR PERIOD 01.09.2001-30.09.2002 and forecast for next 2 years. All amounts in EURO
	
	
	

	
	Contents
	Q4 2001
	Total 2001
	Q1-2002
	Q2-2002
	Q3-2002
	Q4-2002
	Total 2002
	Total 2003
	Total 2004
	Total 2005

	
	1
	2
	5
	3
	4
	5
	5
	6
	7
	8
	9

	SME
	Loan applications
	     3,262  
	     3,262  
	     5,575  
	     3,335  
	     1,740  
	     1,827  
	    12,477  
	  13,725  
	  14,823  
	    17,787  

	
	Business plans
	     2,144  
	     2,144  
	     2,775  
	     2,870  
	     2,350  
	     2,468  
	    10,463  
	  11,509  
	  12,429  
	    14,915  

	
	Training activity
	
	
	        300  
	     2,100  
	     3,300  
	     3,465  
	     9,165  
	  10,082  
	  10,888  
	    13,066  

	
	Consultancy
	
	
	
	     2,000  
	     3,500  
	     3,675  
	     9,175  
	  10,093  
	  10,900  
	    13,080  

	
	Sub total
	     5,408  
	     5,411  
	     8,653  
	    10,309  
	    10,895  
	    11,440  
	    41,286  
	  45,414  
	  49,048  
	    58,857  

	Training
	Management in Agriculture
	
	          - 
	    11,371  
	
	
	
	    11,371  
	  11,940  
	  12,895  
	    15,474  

	
	Business plans
	
	          -    
	
	
	     1,812  
	
	     1,812  
	    1,903  
	    2,055  
	      2,466  

	
	Training in accountancy
	
	          -    
	
	     1,355 
	     1,912  
	
	     3,267  
	    3,430  
	    3,705  
	      4,446  

	
	Marketing in Agriculture
	
	     2,300  
	
	    11,132   
	
	    14,000  
	    25,132  
	  26,389  
	  28,500  
	    34,200  

	
	Other training
	     2,781  
	     2,781  
	
	
	
	
	          -    
	         -    
	         -    
	           -    

	
	Sub total
	     2,781  
	     5,081  
	    11,371  
	    12,487  
	     3,724  
	    14,000  
	    41,583  
	  43,662  
	  47,155  
	    56,586  

	 Both 
	Total
	     8,189  
	    10,492  
	    20,024  
	    22,796  
	    14,619  
	    25,440  
	    82,868  
	  89,076  
	  96,203  
	  115,443  


Source: Shani Mullabazi and Iliriana Vezvesja.

1.1.4 Profile of the Promotion department

The Promotion department is located in the old premises adjacent to Bekim Pahxhaj’s house. The Promotion department has only one activity, at the present time, and that is the annual or bi-annual preparation of the Kosovo Business Directory
.

Unlike the Training and SME departments, which were formed during or close to the time of KDA’s founding, the Promotion department was formed in the fall of 2001, under the initiative of the (then) recently departed CARE project manager, who was (after leaving CARE at the end of his contract) hired directly by KDA to operate this department (and then four months later also dismissed by KDA).

Currently, the Promotion department consists of a Manager, an Assistant, and five reported salespersons, whose main activity is travelling around Kosovo and selling pages in the Directory
. The Manager and Assistant are women, and it is reported that at least two of the salespersons are also women. The evaluators did see the Directory, and did see the contact sheets for some of the businesses.

The Promotion department works with businesses to do a rapid diagnosis of their needs, and then, in addition to signing them up for the Directory, refers them to the Training or SME departments for additional services. Out of a reported 2.600 registered  businesses in Kosovo, just over 100 paid to be in the 2002 Directory, paying E450 for a half page, and E600 for a full-page listing. In 2003-2004, the Manager projects an increase both in number of subscribers and the price per page.

1.1.5 Other activities

KDA has engaged in other types of development projects, beginning with its initial activity of disbursing stipends to returnees, when it worked with CIRE. Since then there have been two development projects with DFID, one to import and give cows to farmers, the second to set war widows up as bee-keepers and honey producers. There appears to be a third project, with Cordaid, but no information on this project was available to the evaluators
. The development activities are sometimes referred to as belonging to a fourth, “Development department”, but this department has no staff, other than the part-time involvement of the Director, and informal involvement of both of the Training department staff. In this evaluation, it is considered to be a “virtual department”, which comes into being when there is a development project, and becomes passive or latent when there are no projects.

1.1.6 Management

KDA is managed by a Director, a Vice Director, and an Administrator, The Training department functions as a kind-of informal extension of the management, especially when there are development projects.

The Director is present in Gjakove about once in two months, when he stays for between a few days and a few weeks. In these periods, there is a flurry of financial and business activity, which calms down when he leaves. In his absence the Vice Director is officially in charge, but refuses in general to make either policy or financial decisions in his Director’s absence. He is reported, and was in fact observed, to make telephone contact with the Director several times per day. The result is a discontinuity of management which makes it difficult for the staff to get the leadership that they need. Also, the Vice Director, an older relative of the Director, tends to exercise authority without substance over all the staff, so that he is frequently giving instructions about things which he either does not understand or is not interested in.

The CARE Team Leader/Project Director has an somewhat undefined relationship to KDA management, sometimes functioning like a Vice or Acting Director in the absence of the Director (and as such creating conflicts with the official Vice Director) but also, like the Director, being absent for long periods of time. In effect, the management of KDA is missing a position, that of Managing Director, a constant presence charged with financial and operational management of the day-to-day operations of the organisation. In the absence of such a person, there is a leadership void, which is filled variously and incompletely by both the Vice Director and the CARE Team Leader.

In the summer of 2002, KDA staff began to give a name to KDA management, calling it the “Headquarters department.” This evolution arose as a discussion of making more transparent the financial and institutional relationships between the other departments and the general management.

1.1.7 Organisational diagram of KDA

Figure 1 presents an organisational diagram of KDA as it is currently reported by the staff.

Figure 1. Organisational diagram of KDA according to KDA staff.

[image: image2.wmf]Business/Enterprise

Bleta

Hajdaraj

Gjini TAG

Employees before SME involved

7

2

2

Employees after SME invloved

42

8

5

Bleta

Hajdaraj

Gjini TAG

0

5

10

15

20

25

30

35

40

45

Employees before SME

involved

Employees after SME

invloved

[image: image3.wmf]Business/Enterprise

Bleta

Hajdaraj

Gjini TAG

Employees before SME involved

7

2

2

Employees after SME invloved

42

8

5

Bleta

Hajdaraj

Gjini TAG

0

5

10

15

20

25

30

35

40

45

Employees before SME

involved

Employees after SME

invloved


1.2 A précis of the qualifications of the staff

The staff of KDA are varied, but all consultants have university degree, most in economics, and two in engineering. Following is a brief resume of their qualifications:

1.2.1 Bekim Panxhaj: Director of CE-KDA

Mr. Panxhaj, KDA’s Director, is an architect, 34 years old, lives in Belgium. He founded Cap Espoir in 1999 “to do his part for his country”; the NGO later became Cap Espoir-Kosovo Development Agency in 2001. He is by training an Architect, Kosovo Albanian ethnicity, but grew up in Belgium since he was a small child. In 1999 he met from the first SME project manager from DRA on a plane to Prishtina, they discussed common goals and decided to collaborate. Bekim has limited knowledge of English but he speaks a perfect French and Albanian. 

1.2.2 Besim Shehu, Deputy Director CE-KDA

Mr. Shehu is by training a mechanical engineer, 63 years old, lived in Kosovo most of his life. Long experience with enterprises of Ex-Yugoslavia. Joined KDA after the agreement with CARE. Functions as vice director, director of training department, also as Acting Director when Bekim is absent. One of two staff members with (absolutely) no English. He speaks French and Serbo-Croatian. He commands the respect and fear of the staff, has influence over but no control of the director.

1.2.3 Shani Mullabazi, SME department manager

Mr. Mullabazi has a diploma in Economics and its knowledgeable as an economist, accountant, bookkeeper and manager with 11 years of private-sector experience, preceded by 12 years working as the General Manager of one of the factories in Kosovo during the Yugoslav times. He started working for KDA in April 2001 in Gjakove, having been recommended by another company he had consulted at the time. Mr. Mullabazi is competent and experienced, and very committed to the job, with a lot of thought and attention to the present and future activity of KDA. Mr. Mullabazi has been studying English for only one year, but he speaks and reads extremely well. . 

1.2.4 Iliriana Vezvesja, Training department manager 

Ms. Vezvesja has been with CE-KDA since the early stages of its existence. Her education is in Economics and Accountancy, and she started with CE-KDA as an Economist/Accountant. After obtaining experience from training and work experience she has achieved a high degree of expertise in techniques of training with a focus on sustainable development, agriculture, finance and economics. She is very committed to KDA. She has limited knowledge of English, which she acknowledges by stating that she needs more training regarding written English, in computer programs (i.e. Power Point) and in Human Resources management. 

1.2.5 Smajl Panxhaj, Financial Controller.

Mr. Panxhaj has also worked with CE-KDA since the beginning of the activity, although with a break of 4-5 months during the period when CARE support ceased, and afterwards being called to work for CE-KDA again. He began working as a consultant in the SME department, but didn’t work well with the management there, so he was moved to being the KDA administrator. He is an accountant with a long experience of about 25 years, working with different enterprises in Ex-Yugoslavia. His has very limited understanding of English language, no French, and fluent Serbo-Croatian.

1.2.6 Afrim Ermeni, SME Consultant 

Mr. Ermeni was hired September 2001 together with Harmonije Radoniqi and Ardita Thaqi as a result of the 5-week training in August 2001 (100 applicants, 20 selected, 12 finished, 4 offered positions at KDA). He is 44 years old, worked for more than 20 years as an electrical engineer at one of the local factories, and for this reason he concentrates his consultancy on larger industries, but he also does business planning and loan applications. Committed to KDA and SME division, he was one of the staff whose commitment allowed him to survive the lack of external financing in 2002.

1.2.7 Fekrije Krelani, SME Senior Consultant and Head of Agency

Mrs. Krelani is 48 years old, a widow, and worked as business analyst for Gjakove municipality 20 years, including during the period 1990-1999, because they couldn’t find any Serbian to replace her who had her knowledge and experience. She was in charge of analysing the performance of agricultural and SME sectors. She has a MS as economist from Prishtina University in 1978. She is the lead consultant, works on business plans and loan applications, and does liaison work to local government, now that it is restored to Kosovo hands. Committed to KDA and SME division, she also survived the lack of financing in 2002. Her opinion about KDA is: “We are really the best”.

1.2.8 Harmonije Radoniqi, SME Consultant 

Ms. Radoniqi is 34 years old; she is by training an economist and works mainly with business plans and loan applications. She started working with KDA in September 2001. She says: “We need to be together with the training department, our job is linked.” During first half of 2001, the crisis was worse because there is no road map for the future, “but the manager was very supportive.”

1.2.9 Ardita Thaqi, Secretary/Assistant

Ms. Thaqi was hired at the time that Harmonije and Afrim were hired, as administrator. She is by training a technical mathematician and she also finished 2 years of the Economic faculty.   She acts as secretary, but also as bookkeeper to the SME department, cataloguing daily receipts and invoices. During the first half of 2001 she was the keeper of the cash, before the bank account was opened. “Our clients believe in this place; we are increasing every day, I don’t want it to be destroyed.”

1.2.10 Arta Kaçi, SME Junior Consultant

Ms. Kaçi is 24 and she was hired in August, 2002. Since this is her first professional experience and due to the small amount of time she has been covering the position, there are few relevant thing to be mentioned. She aims to become a trainer and she is already obtaining information on preparation of business plans, accounting and she wishes to get some marketing training.

1.2.11 Aida Binishi, Administrator/Translator 

Ms. Binishi was initially hired as a Bookkeeper in May 2001 and now serving as an administrator of the office (dealing also with petty cash) and Translator/Interpreter. She works part-time and also has no contract or any form of agreement with CE-KDA. Due to the part-time nature of her job she has not been able to receive that much training but she would want to get involved in training regarding writing business plans and evaluation of business potentialities. 

1.2.12 Blerina Hasimja, Assistant of the Training department

Ms. Hasimja is 25 years old, is in her second year of studies in the Economics Faculty. She started working in September 2001 as a part time assistant with CARE’s Communication and Information Officer and part time working for KDA. Now she works as an assistant for the Training department, preparing reports, supporting the department manager, handling administrative documentation etc. She also functions as a translator and interpreter to English.

1.2.13 Pellumb  Qarri, Security/Maintenance officer

Mr. Qarri provides a wide variety of services to KDA, ranging from cleaning to repairs to managing the vehicles, to preparing coffee and tea.

1.3 The market in which KDA operates, including existing and new competition

The market in which KDA operates covers the whole geographical territory of Kosovo. The agency has important clients in Prishtina (the capital) and in other major cities of Kosovo, as well as all over the agricultural centres and villages. 

For the time being KDA faces no serious competition for clients, as it is challenged only by two donor-financed competitors in the field of training and business planning: REA (Regional Enterprise Agency) funded by the European Union, and located in a number of regional offices, and KBS (Kosovo Business Support), funded by USAID, in Prishtina. These two competitors offer free services to their clients, which they can do since both are 100% subsidised by foreign donors.
 Yet, the opinion of the KDA staff, of many clients that were interviewed and of the Evaluation Team is that KBS and REA pose no real threat to KDA as far as market/clients are concerned. A deeper insight into the market and competition will follow in the SWOT analysis. 

On the other hand, the banks are increasingly interested in encroaching on KDA’s market, since two of the services, business plans and loan applications, are related to the banks’ own products and services.

International accounting firms are said to be interested in entering Kosovo, and Deloitte Touche has an office in Prishtina, but to date their presence has not been felt. This may be because they focus on audits, services not offered by KDA. There is some feeling that they may become more of a factor during the planned round of privatisations of the SOEs (Socially Owned Enterprises) in 2003.

Competition for staff is an important competitive factor, which does not appear to directly affect the future of KDA, but may represent a threat in the event that donor funding is withdrawn. It appears that there is a much more serious shortage of qualified staff in Kosovo than there is a shortage of clients.

1.4 The context in which KDA operates: language, type of clients, needs of those clients

The work of KDA is performed in Albanian since all the clients they serve are Albanians; yet, for administrative reasons, to satisfy UNMIK, to attract foreign investment, and in order to make information available to the donor, most of the documentation, business plans, loan applications and the like are translated into English. There is room for improvement of the translation, some of the English is not intelligible,

There is not any specific typology of clients that KDA serves, either by size, sector, or any other criteria. Clients include family or collective farmers, food processors (such as meat or dairy processing), HORECA, small businesses in the cities, and large businesses either privatising or already in private ownership. The training department clients are donors, and the beneficiaries include NGO-s (local and international), local government, the UN temporary administration (UNMIK), and others. The needs of the clients vary from training to workshops, business plans, loan applications, micro-projects, consultancy and marketing assistance. KDA’s own capacities are weakest in the areas of strategic advising and marketing, and, for these to become viable products, considerably more staff development is necessary.

1.5 The position of KDA in the market and the products offered by KDA

The position of KDA in the market is a dominant one in Gjakove, and a strong one in all of Kosovo. This is largely due to highly committed staff, a strong work ethic, and weak competition. KDA is well-known throughout Kosovo, mostly due to their good performance and word-of-mouth recommendations rather to any well-prepared and managed marketing strategy. More professional and focused marketing -- which is also financed and documented -- is a priority for KDA in the future, and will become increasingly important as the business advice sector grows and offers more competition. 

The products that KDA offers are as follows divided by department:

1.5.1 The Training department 

trainings for groups and individuals, in: 

· Accountability, 

· Agriculture and Marketing, 

· Sustainable Development, 

· Computers, 

· Language, 

· Business Management.

1.5.2 SME department 

The SME department products and services include:

· Preparation of business plans;

· Preparation of business plans for international investors in English;

· Translation of business plans and loan applications into English;

· Advice and consulting to business plan clients;

· Preparation of loan applications to local banks;

·  Preparation and management of micro-projects, 

· General consultancy, 

· Liaison between clients through a SME database.

1.5.3 Promotion department 

This department has up until the present performed only one substantial activity, that of preparing and publishing Kosovo Business Directory 2002, a listing guidebook of some 100 Kosovo Albanian enterprises. The Evaluation Team does not have any other significant data on current activities performed from the Promotion department.

1.5.4 Development department 

This is not really a separate department, but KDA, using the Development department as a “virtual name” for headquarters, has implemented two agricultural projects for DFID (UK Ministry of Foreign Affairs, Division For International Development). The first was the importation and distribution of cows to farmers, some of which the farmers paid for. The second was a project to put war widows into the bee-keeping business, in which DFID paid for the hives, and KDA distributed the hives to the women, and then trained them to work with them. A third project with Cordaid is mentioned in documents and appears in the bank accounts as a few transfers. By all accounts, this was a failed effort, in which a young Cordaid staffer tried to create a project but could not manage it.

1.6 The strengths and weaknesses of KDA, in a SWOT analysis

In presenting the SWOT analysis of KDA, we will refer also to the opinion of the KDA staff as outlined in a SWOT analysis that they made for themselves in the beginning of the year 2002. This is combined with sometimes conflicting opinions observed to be held by KDA staff members during the period of the evaluation.

1.6.1 STRENGTHS

1.6.1.1 More experienced staff (professional and elapsed time) in comparison to their competitors.

KDA has a staff of senior experienced and qualified professionals, mixed with young employees committed to their work and eager to increase their qualifications and skills. KDA staff continually participates in training related to different fields such as marketing, financial analysis, human resources etc.  The enhancement of the skills and qualifications of the staff is, and should remain one of the priorities of KDA and is one of the key factors of their present and future success. 

1.6.1.2 Partial coverage of budget through donors (CARE/HIVOS).

Currently HIVOS, through CARE, covers financially some of the operations of KDA, including 50% of salaries, telephone and electricity costs, some international travel costs, 100% of payment to the CARE consultants who work at KDA, commuting cost of the SME consultants from their homes to KDA, and a 25 month advance payment for the rent of the new office in Gjakove.

1.6.1.3 Expertise and support provided from CARE professionals.

According to KDA staff, the expertise provided in the beginning from DRA, and later from CARE consultants, has been enormously important to the continuation of work and the increase of the professionalism level among KDA personnel. They have brought (and continue to bring) new ideas and a European know-how, much needed and appreciated by the KDA staff.
1.6.1.4 Good knowledge and co-operation with the local financial institutions.

KDA has a very good collaboration with the financial institutions in Gjakove and throughout Kosovo. KDA has created close and very important links with Ago Business Unit (ABU), New Kosovo Bank and Economic Bank. The first institution finances agricultural projects mostly, while the two other support SMEs and SOEs with short-term loans. KDA is increasing its co-operation and closeness with SwissContact, Credit Bank, KASABank and other banking or quasi-banking institutions. KDA is already working on assuring the future co-operation with Kosovo Trust Agency (KTA) which will be the body in charge of the privatisation of the Socially Owned Enterprises (SOEs). Business plans, loan applications, and consultancy to the SOEs will be a potentially very important market opportunity for KDA (which KBS is prohibited from pursuing by their donor).

Bank officials in Gjakove stated on several occasions that the banks appreciate and trust the work performed from KDA, and that it helps them in the selection process for loan applications. In effect, they consider that when KDA accepts a client, KDA is pre-screening the application.
1.6.1.5 Good knowledge and co-operation with local/national administrative institutions.

KDA has also created good relationships with local/national administration in Gjakove and around Kosovo, including the Central Fiscal Authority, UNMIK. These relationships do not appear to be threatened by the fact that KDA is not operating in strict compliance with the requirements for NGO registration and organisation under UNMIK.

1.6.1.6 Hard-working and committed staff.

 KDA staff is especially committed to the organisation and they work hard to achieve their aims and objectives. They trust KDA, state that they will stay faithful to it, and are willing to sacrifice many things in order for KDA to succeed and continue in the future.
1.6.1.7 Good reputation in Gjakove and throughout  Kosovo.  

The fact that almost all the marketing of KDA throughout Kosovo is done by word-of-mouth is a good indicator of client satisfaction with their services and performance for a wide range of enterprises. Almost all the KDA clients interviewed had also recommended or suggested KDA to other businesses, non-business clients, or business partners. These clients gave their opinion that it was in their own advantage to continue their co-operation with KDA in the future.   

1.6.2 WEAKNESSES

1.6.2.1 Not enough staff in certain departments.

KDA staff believe that there are many opportunities and requests from the market (i.e. training requests) that KDA departments have not enough time or enough qualified staff to respond to. It is a fact that the Training department lets many requests from clients go by because of the lack of staff to provide this training. This might also become a threat in the future because where there is request for certain services/products but not enough offer, other providers and consequently competitors may arise. 

In part, this lack of staff is a deliberate decision not to increase fixed costs too rapidly, but it is in part due to the lack of qualified individuals to perform the training or consulting functions.

1.6.2.2 Marginally adequate communication and mobility equipment (i.e. network, laptops, vehicles)

The level of communication within the KDA office and between departments needs to be more effective. While KDA is well -- even excessively -- capitalised in terms of computers, there are problems with operations, with the network, with mobile telephones, and with email.

When the network is not functioning (as was the case during the period of the evaluation), staff wastes time and energy using floppy disks to transfer data, and switching the single printer cartridge between four printers. 

Mobility is another problem: although CARE has vehicles, KDA staff is not permitted by CARE to use them. The two vehicles owned by KDA were either not working or not properly licensed during the evaluation period. Without KDA vehicles, most of the staff uses their private cars to visit clients or go to other cities, but they feel that it would appear more professional if they had company cars.

There is also a problem with the email and internet connection. During the evaluation period, just after the move, KDA offices did not have internet connection. The reports were that it was supposed to start soon, but even then, only two computers (one in the Training department and one in the SME department) will be connected to the internet. KDA staff losses precious time, and risks client confidentiality, by compensating this lack through the use of Internet cafes, which are also expensive.

1.6.2.3 Limited market awareness about the need of business consultancy.

Kosovo is still in early stages of economic recovery and re-development, so that the level of awareness among business entrepreneurs regarding the necessity and usefulness of business consultancy is quite low. Furthermore, entrepreneurs are only recently being exposed to the concept of paying for these services, and are reluctant to do so when there is not an easily visible connection between payment and improvement in the business’s performance. 
1.6.2.4 Staff limitations in English competence.

Although most of the field work of KDA departments is carried through in Albanian, a better understanding of spoken and written English is required from KDA staff, this especially important for relations and communications with the donors, the preparation of financial and operational reports and for other exchanges.
1.6.2.5 Underdeveloped marketing strategy.

As mentioned above, KDA is mostly known among businesses and entrepreneurs through mouth by mouth recommendations or suggestions. A well-planned marketing strategy is needed so that KDA can reach more potential clients all over Kosovo. For example leaflets presenting the activity of the Agency can be prepared and distributed so that potential clients know what KDA offers and why do they need to co-operate with KDA.

1.6.2.6 Inadequate and unclear financial/accounting system within KDA.

Financial/accounting transparency is vital for an any organisation which, like KDA, has donor relationships and operates outside a very local economy. The evaluation team scrutinised many financial documents and arrived in the conclusion that the financial transparency needs to be elevated, in order for the organisation itself, for the heads of department, for the staff, and for the donor to have a deeper insight on the financial situation.
1.6.2.7 Lack of a transparent system for the allocation of funds.

The manner in which funds are allocated, especially those dedicated to Headquarters, needs to be more precise and well-defined. There exist many uncertainties regarding allocation of funds for certain expenses. The recent exercise to determine how departments will allocate funds to headquarters is evidence of the development of a negotiating strategy to make the allocation more formal and predictable.

1.6.3 OPPORTUNITIES

1.6.3.1 Broadening of co-operation with financial institutions regarding new products.

Currently, KDA has created a very favourable climate for co-operation between financial institutions and KDA. These financial institutions trust KDA’s work and the representation and selection process that KDA provides are very important for the awarding of loans to potential clients. Many banks are planning, provided the necessary political stability and economical growth, to offer additional products to the Kosovo markets, including long-term loans (5 to 10 year loans), personal loans for construction and house building, mortgages, and other consumer financial products and services, etc. KDA has an important opportunity to work with the banks to identify new products, to prepare financial and market analysis for them, and to serve as a liaison between the banks and the potential clients.

1.6.3.2 Involvement in the privatisation process.

The United Nations Interim Administration in Kosovo (UNMIK), through the Kosovo Trust Agency (KTA) and the Economic and Fiscal Council is planning to initiate the privatisation process for the some 400 socially owned enterprises (SOEs) in the beginning of 2003. According to the KTA prognosis, some 100 SOEs will succeed in achieving sustainable privatised operation, and the rest will be liquidated. Among primary requirements for a successful privatisation for an SOE will be having a professional business plan and making a good presentation of assets. Both of these contribute to gaining an attractive price. KDA can and should be involved actively in this process, which can be a very profitable opportunity for the present and future of the organisation. KBS, one of KDA’s most important competitors, is prohibited by its donor organisations from working with public companies or SOEs, leaving the field clear to KDA.

1.6.3.3 Increased qualification of staff in order to offer additional products.

Since the Kosovo market is lacking experienced personnel in many fields of the economy, the high quality and expertise of their staff is to be considered as an advantage of KDA. There is an opportunity to strengthen the staff by expanding the number of personnel employed from KDA, and the competence of the existing members of the staff , through new recruitment and capacity building in fields with potential market demand such as marketing, accountancy, auditing, so that KDA can prepare itself to offer these services to the Kosovo market.

1.6.3.4 Improvement of current products.

Although the quality of the products offered from KDA is on the way to being of a quite high standard, and superior to that of competitors, continuous refining and improvement needs to continue, increasing the quality and the effectiveness of the products offered to the clients. The areas most needing improvement are: (1) triangulation of information from the enterprise within and outside the enterprise itself; (2) strategic planning; and (3) better and broader marketing studies.

1.6.3.5 Development of new products.

The evaluation team encountered many indications of the positive prognosis for the Kosovo market, and also the potential to expand into Albania. As the Kosovo economy grows, the need for new products will arise. In co-operation with the financial institutions but also analysing the market potentials, KDA can offer other services such as consultancy for consumer loans, market analyses for the banks, accountancy, and auditing services. Another opportunity is to prepare staff for the process of ISO 9000 auditing and certification, likely to be necessary for any Kosovo producers seeking to export their products in the European Union. Obtaining qualification and expertise in awarding ISO that comply with EU requirements can be a very good opportunity for KDA.

1.6.3.6 Expansion in neighbouring Albania

In the northern part of the neighbouring Albania, there exists a lack of organisations similar to KDA. Since the competition there is non-existent and the market has a big need for consultancy, financial analysis and training, expansion there is also a very good potential for KDA. Furthermore, since former Yugoslavia was economically much more developed than Albania, the experience of KDA -- in particular with credit instruments -- should be quite useful for stimulating the development of the Albanian economy.

1.6.4 THREATS

1.6.4.1 Interruption of financial backing from donors.

For the time being the proper functioning of KDA depends strongly on the support from the stable donor (HIVOS/CARE) and from the incomes of the various donors who are clients of the training and development departments (FAO/DFID). If this financial support is interrupted for any of several reasons, the long-term financial feasibility and sustainability of KDA would be put at risk, jeopardising its future functioning and survival.

1.6.4.2 Arrival of experienced and larger international consultancy and training firms.

At the moment, the competition that KDA faces for the products that it offers is quite vague. But the potential of the Kosovo economy to grow will increase the risk of larger and more experienced consultancy firms (such as KPMG, Deloitte & Touche) entering the Kosovo market. Deloitte and Touche already offers auditing services to Kosovo banks. This will make the competition more intense and tougher for KDA. 

Reportedly, private banks are planning to create consultancy departments that will provide business plans and assistance for loan applications to potential clients. Logically, the clients would be more willing to get consultancy from banks directly rather than from third parties like KDA. The Training department is also at risk if other organisations or companies expand their range of products, or if new companies appear in the Kosovo market offering the same training but with lower prices. As already mentioned, the Training department lets go many work opportunities because there are not enough staff members to cover all the asked training, and there is a high risk that someone else will fill that demand.

1.6.4.3 Risk  of losing staff to other companies/competitors.

KDA faces a risk of losing staff to its competitors, something that happened during the period of no CARE support in 2002, when the SME department lost four consultants to competitors and local banks. Even though KDA currently faces no direct competition in the areas where it provides services, the salaries that it offers to its employees are lower than those of competitors (KBS, REA etc), which obtain 100% financial support from donors. This puts KDA at risk of losing employees to these organisations if KDA enters a troubled financial period, and it prevents KDA from bringing salaries down to make its profitability higher. 

1.6.4.4 Tensions and inadequate management within the organisation.

Lack of communication, frustration among department managers, lack of understanding and grievances among departments within the organisation and the management void represent a threat to KDA survival and sustainability. At a minimum, these can result in a decrease of the effectiveness and co-operation among co-workers and departments itself. The tendency to misunderstanding is made worse by the fact that KDA lacks a functioning Managing Director on site, so decisions are delayed and income may be sacrificed. Competition between the SME and Training departments threatens to lower or extinguish the value of synergies between them. The substantive and process limitations of the Vice director restrict the creativity of the staff, and represent a threat to innovation.

1.6.4.5 Potential political instability, economic stagnation and problems in public order.

The political and economic status of Kosovo is for the moment insatiable and not clear, which in turn makes the Kosovo market risky and threatens KDA’s sustainable functioning and access to clients. There exists a kind of imbalance between productivity, economic growth and salaries in Kosovo, with salaries being three times higher than in neighbouring countries.  This, combined with the legislative, political, ethnic, and economic tension between Kosovo and the remnants of Yugoslavia, which form half of its borders, represents a threat to the development  of import-export activities. Furthermore, and unfathomably, current UNMIK legislation favours imports and foreign trade, while discriminating against local entrepreneurs. 

Furthermore, the legislation presented by the Kosovo legislative body to UNMIK is usually either rejected or modified, which creates chronic delays in implementation, and a climate of doubt and instability in relation to rule of law, something which is essential for business grown. These factors, in combination with a prolonged and increasingly intractable period of economic stagnation, predicted to last for some 2 or 3 more years, can result in fatal problems for the Kosovo economy and consequently for KDA. It is a fact that the amount of foreign involvement and development aid in Kosovo is decreasing rapidly, due to a shift of attention of the international community to other more problematic and troubled regions. The non-defined political and economical status makes it harder for international enterprises and corporations to get involved and invest in Kosovo. This also influences banks in offering only short-term loans and these in small amounts. 

Another risk in the current situation in Kosovo is the incomplete functioning of the courts, which are claimed to be not effective and still in the process of restructuring. This has had some influence especially on the SME department, when they are dealing with clients that have not paid their fees to KDA (although the SME department manager says that there has been no legal action taken towards people who have not paid, a deliberate decision to preserve and not to damage the reputation of the organisation). Also to be mentioned is the possibility of UNMIK and KFOR status and influence diminishing, (the latter is already cutting its effective troops) and this might bring problems in preserving public order, which is vital to the functioning of the Kosovo economy.

1.6.4.6 Loss of Public Benefit Status and accompanying tax obligations.

KDA is under threat of becoming a victim of its own economic success, and of losing its Public Benefit Status (“non-profit” status). Its growing turnover, in the context of recent changes and reconstitution of the tax legislation, threatens KDA with loss of its public benefit status. This would make KDA subject to levies applied to for-profit companies: income tax, value added tax (VAT), excise tax (which was already assessed against KDA for the DFID cow project) and other taxes as well,

KDA is also threatened with loss of status due to failure to comply with the LNGO provisions of UNMIK, under which it should be answerable to a General Committee (=Board of Directors) and to report its financial status to UNMIK. According to CARE, KDA is failing to comply with both of these provisions.

If KDA loses its NGO public Benefit Status from UNMIK, its expenses will radically increase and influence KDA’s profitability, probability of success and sustainability. KDA will also have to offer regular labour contracts to its employees, and this will increase its fixed costs.

1.6.4.7 Management not keeping up with organisation’s development and evolution.

The lack of an on-site managing director (MD) has been a considerable problem up until the present, but as KDA grows and increases its market share, the lack of adequate local management will become a serious threat to its functioning and to its good financial management. Without this person on-site, it is doubtful that the organisation will survive the coming phase of growth and consolidation.

1.6.4.8 Weak and non-transparent financial management, administration and reporting.

KDA’s financial management at the level of the organisation is not adequate to retain its donor funding. If there were to be an audit at any time, the state of disorder in the financial reporting between all KDA divisions (regardless of whether some individual divisions have good records) will threaten its external support relationships, which in turn could threaten its survival.

CHAPTER 2   Suggested strategies toward success

It is clear to the Evaluation Team that KDA is a striking success professionally and service-wise. Their reputation, the number of clients, and the accomplishments of these clients in the Kosovo economy clearly support this conclusion. Yet, KDA has to achieve financial sustainability and independence in order to be the organisation that its founders have envisioned. - -- KDA has to improve internal organisational and management structure in order for communication, transmission of ideas, financial transparency and effectiveness.

Ultimately, if the donor support continues, the donor has to substantially support KDA on performance grounds without actually putting pressure on micro-managerial issues.

The system of internal funds allocation has to become more defined, especially in relation to the obligations that each department has towards Headquarters.

As far as both the SME and Training departments are concerned, there is a need for more accurately determining the costs of operating of the consulting and training units.  Any overhead costs that are shared with other units must be divided out according to percentages (e.g. if and how they share the administrative staff, vehicles, building, staff time and charges are allocated according to time spent on providing the service).  So, they can also conduct profitability measurements by services provided (i.e. consulting, market analysis, etc.)  That way, management will know what services are profitable, which ones they should continue offering and which ones are to be dropped.

Next, they should assess the number of clients that are being served and the methods for reaching these clients.  This will give them an idea of cost-effectiveness of providing the service.  In terms of quality of product, a tool or instrument of the consulting unit has to be developed for self-evaluation.  An example of this is client feedback evaluations.

Regarding business planning, a method for evaluating the consulting unit can be by looking at the number of businesses that have instituted the business plan developed with assistance of the organisation and assessing increases in income as a result of the business plan or consulting advice.  This requires a lot of on the groundwork if the SME hasn't already captured this information.

As far as the pricing strategies are concerned, more attention has to be put onto quantitative information.  SME can focus on the number of clients of the consulting service compared to the number of staff employed in the provision of the service and cost compared to fees collected. A detailed strategy of price estimation regarding each product offered from KDA, of hours spent marketing, preparing and setting up the product and possibilities to enhance the price of services and products should be put in place.

The system of high-value, fixed salaries may not be sustainable in the current and future situation of KDA. The SME department’s ideas about variable and bonus salaries would increase profitability and reduce donor dependence, in that it would reward the group’s ability to earn more to depend on performance and amount of income generated from the employees in the group. 

Additional staff should be hired, trained and qualified to make possible the offering of potential services that are till now left unanswered due to lack of staff. There is an especially urgent need for low-cost, entry-level staff, to reduce the cost and spread the capabilities of the organisation to serve clients.

In order to avoid future problems for the organisation in relation to possible competitors, a well structured and prepared marketing strategy ought to be prepared. KDA has to clearly demonstrate to the market and to potential clients what its achievements and what its offerings are, this serving to increase the number of clients and eventually of income. 

2.1 The needs of the clients as they themselves see it

The clients that the Evaluation Team met with are all very satisfied  with the assistance that KDA has provided to them. Most of them attribute the success of their businesses to the support that KDA has given them through writing a business plan or the preparation of loan applications which allowed them to enhance and expand their enterprises. The difficulties and problems that the entrepreneurs currently face are:

The lack of middle/long term loans from local banks added to the high interest rates. (Most loans in Kosovo are given on 9 to 12 month periods with interest rates hitting 2 % monthly). This is not something that KDA can do much about, although they can work with the banks to identify risk factors, and let the interest rates and term of loan vary based on other factors.

The taxation system is very problematic, suppressing national production and national entrepreneurs while supporting foreign products. KDA can work to understand this, and formulate client responses to it. They can even, as an important economic actor, lobby, if they are able to formulate a policy position.

The legal framework provided by UNMIK remains unclear up to the present time, and radical changes should be made in order for it to be more effective for the businesses and lucid to the entrepreneurs. Again, KDA can enter this dialogue as a local economic actor, formulating a response and lobbying, or organising its colleagues and clients to work together in a stakeholder platform.

The unpredictable electricity situation, which prevents many businesses from proper functioning. There is no option or bypassing on this problem, since using fuel for generators is an expensive alternative, and therefore inapplicable to most of the businesses. KDA could, at some point, choose to develop a line of solar power products for sale to its clients.

2.2 The needs of the clients as KDA sees them

The view of KDA (especially the SME Department) regarding the needs of the clients is a professional one, which goes deeper than what the clients are envisioning or actually requesting. The SME department does market analysis, evaluates the assets and collateral of the clients and decides and proposes a general economic consultancy, the need for a business plan or the renovation of an already existing one as well as takes steps in preparing a proper loan application as required from local banks.

2.3 An analysis of the practical effects of KDA’s activities on the business environment

The effects of KDA’s activities on the business environment in Kosovo are highly positive and encouraging for the future. KDA assistance helps enhancement of human resources and know-how in business and agricultural enterprises through training implemented from the Training Department; high-level consultancy on financial and market analysis for businesses through business plans, larger investments and income generation through attaining loans for businesses (this mostly depending on the detailed and proper presentation of loan applications) done from the SME department; direct help to economically disadvantaged individuals and groups (especially poor farmers or war widows); The Evaluation Team has only a small amount of information in regards to the activity performed from the Promotion department, and the Promotion department is not monitoring its own effects,  so it is difficult to properly evaluate the impact of their work in the Kosovo market, but they are certainly profiling the Kosovo business sector to the outside world. 

2.4 An analysis of the effects of KDA’s activities on employment in Kosovo

In all the visits that the Evaluation Team made to the clients one of the most obvious results of the assistance from KDA (SME Department) was that the number of employees in each and every business had increased. This was mostly attributed to the fact that consultancy, business plans or eventual loans had increased the financial possibilities of the clients, enlarged their profits and areas of work, and consequently created the need for a larger work force. This effect was consistent and significant, although it was not possible to quantify it, both due to limitations of time and for considerations of business confidentiality.

Figure 2: Employees before and after SME involved
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Memorandum

TO: 
           Anne Scheinberg (Team Leader) and Genci Kojdheli

FROM:         Dawn Wadlow

COPY:         Nika Salvetti, Frans Wittermans, Erica ten Broeke, Nick Webber

SUBJECT:  SME Evaluation

DATE:         8 October 2002


CARE International Kosovo

Metohija Street 5

38000 Pristina

Kosovo

Tel:     +381 (0)38 222435 / 243546

Fax:    +381 (0)38 222435

e-mail: wadlowd@care.org

Anne/Genci:

Thank you for allowing us the opportunity to provide feedback.  In addition to Erica’s comments, which I fully support, my comments to document 2 are as follows:

Editorial:

All places named should cite both in Albanian and Serbian languages per UNMIK and PISG code.  Hence, please insert the following:  Gjakova/Djakovica, Pristina/Prishtine, Peje/Pec, 

Please insert an acronym page.

Please change Kosovar to Kosovo.  The word Kosovar is connotes a nationalistic tone to some people, and we need to appear impartial/neutral in this discussion.

Change organizational name “Care” to “CARE”.

Program:

Although you state that KDA’s style of financial management (that is, borrowing from one pot of money to pay costs associated with another activity) maintains is solvency and addresses liquidity problems, this is not acceptable long-term practice.  Any auditor would cite this as an audit finding.

My overall reaction to the proposed model, is that it will work only if Bekim relinquishes his day-to-day management role and gives full responsibility to a Managing Director.   Furthermore, the staff must agree and own this new structure, otherwise it’s just another bandage on a problem.  

I disagree with this sentence on page 14:  “2001 was also the year in which DRA became CARE, a development which did not affect KDA very directly but brought the CE-KDA project under the umbrella of Care International Kosovo, adding yet another institutional actor to the situation.”  It did not add another institutional layer.  DRA became CARE.  

I also don’t agree with the words “war.”  See page 14 again. I think this is a little too melodramatic.

Also, there should be some discussion on KDA’s non-compliance with government/UNMIK regulations.  Furthermore, the need for a fully functional and effective General Committee is essential for it to survive as a LNGO.

I could find no mention in your report about CARE’s institutional approach to partnerships, and how the organization itself does believe in seeking partnership relationships that support organizations and institutions so that they are capable of:  a) continuing targeted service delivery beyond their involvement with CARE projects; b) identifying and articulating the needs of their constituents; c) mobilizing resources to address the problems; and d) implementing appropriate solutions.  .  To quote our organizational definition:  “Partnerships are mutually beneficial alliances of diverse types between organizations where roles, responsibilities and accountabilities are clearly defined.  Partnerships facilitate continuous two-way learning and are based on trust, shared vision and commitment to common objectives.  Partnership is a means to achieve improved quality of life for more beneficiaries through sustainable service delivery, better responsiveness to local development needs, and increased scale and scope of programs.”  I think in due credit to CARE, you should say that although the project has some challenges ahead, CARE’s organizational approach to partnership lends itself well to helping KDA and CARE address these issues.

I will leave any factual commentary/feedback to Frans and CARE Nederland to provide.

Thank you.

 Appendix 2. List of Attendees at the Stakeholders’ Meeting.

Table 4 List of Attendees at the Stakeholders' Meeting

	
	Emrat e pjesëmarrësve në workshop për datë 30.09.2002 _VLERSIMI I KDA-së  

	
	Emri e Mbiemri
	Vendi
	Vendi I punës
	Pozita

	
	
	
	
	

	1
	Bajram Morina
	Gjakovë
	Ndërmarrje shoqërore."Metaliku"
	jurist

	2
	Fakete Pasha
	Gjakovë
	CHF
	inzhjere ndërtimtarisë 

	3
	Donika Kërleshi
	Gjakovë
	CHF
	

	4
	Mehmet Shehu
	Gjakovë
	BRK
	Drejtor

	5
	Ismet Grezda
	Gjakovë
	Private Enterprise"Ferral"
	Drejtor financiar

	6
	Nexhdet Kastrati
	Gjakovë 
	IMN Soc ow. Enterprise
	Drejtor

	7
	Afrim Domi
	Gjakovë 
	IMN Soc ow. Enterprise
	Drejtor juridiksionit

	8
	Ndue Muqaj
	Gjakovë 
	Dep. Bujqësisë 
	Drejtor

	9
	Mujë Zeneli
	Gjakovë 
	Dep. Bujqësisë 
	Consulent

	10
	Adnan Shehu
	Gjakovë 
	N.Sh. "Ena"
	Drejtor

	11
	Zeqirja Haxhikadrija
	Gjakovë
	Oda ek. Rajonale
	sekretar

	12
	Sokol Dobruna
	Gjakovë
	Jurist
	Drejtor

	13
	Skender Lluka
	Gjakovë 
	Shoq. Ekonomist
	Kryetar

	14
	Hajdar Grezda
	Gjakovë 
	DTI
	Drejtor

	15
	Sali Gola
	Sheremet
	Dairy "Golaj"Private enterprise
	Drejtor

	16
	Mustafë Alija
	Palabardhë 
	Shoqat Farmerve
	Drejtor

	17
	Hailu Mamu
	Gjakovë 
	UNMIK
	Project officer

	18
	Shaban Laha
	Gjakovë 
	Dep. Raj. Punësimit
	Menager

	19
	TV Syri
	Gjakovë 
	TV Rajonale
	Gazetare, kameraman


Appendix 3. Daily Activities of the Evaluation Team During the Site Visit to Gjakove

3.1.1 Report of Monday 23 September 2002

3.1.1.1 Research done in Prishtina by Genci Kojdheli

1. There exists no planned privatization or small business legislation in the CARE office in Pristina. The actual legislative situation is very critical since pretty much every law that is passed form the Kosovo Legislative body is rejected or not fully supported from the UN Interim Administration. This legislative drought is obviously spread in the Financial/Economical field as well, with evident influences on its functionality and effectiveness. Neither exists an USAID mission library in Pristina where we can look for relevant information. I talked to Dawn but she does not have any pertinent legal document of our interest either. Probably the project manager of the SME will have more on this subject. I am expecting an e-mail from a friend of mine, which works with Chemonics Int. in Kosovo and hopefully she will provide me with some legal documentations regarding small businesses, accounting firms, VAT, taxes and so on. This contact might also be important to the KDA since Chemonics in Pristina offers training for accountants in small/medium businesses.  

2. The CARE office here does not have information on the existence of firms like KPMG, Arthur Andersen and the likes. The only one reportedly existing is Deloitte & Touché, which serves as a consultant for the American Bank in Kosovo. I tried to contact them but there are no contact numbers in the CARE office. 

3. Important to contact in the future will be the Ministry of Finance and Economics, which should have a special department dealing with small/medium enterprises; I walked there today but there were no officials I could talk to so I only obtained some irrelevant forms from the Treasury Department.  

4. Swiss Contact, which is a business advisory services company (I tried to talk with the manager of the project today but he was outside Pristina). Dawn told me that there might be also an office of EU, which provides support to SME-s, accounting firms and so on, but she had no contact number or address.

5. The competent body for the registration of SME-, reporting of earnings, delivery of taxes and obligations is the (CFA) Central Fiscal Authority in Pristina. I went there as well but no one was willful to speak to me.  

6. The finance department of CARE does not have a legal document regarding the VAT and its functioning, I was told that the VAT amount here is 20 %. This and other related documentations I am expecting to get either today or tomorrow.   

3.1.2 Report of Tuesday 24 September 2002

The second day of the Evaluation Mission was the first day on site in Gjakove, and was full of activity, as expected, and extremely revealing to the purpose of the evaluation. 

The evaluators were brought to the KDA office and introduced to the staff. We gave an introduction to the process of the evaluation, had a short general discussion, and then proceeded with individual interviews. 

I will focus on the information obtained from the interviews with some of the employees of the CE-KDA, displaying their ideas and points of view, as well as trying to give my opinion on the situation as noticed.

Generally the CE-KDA staff seems to be very motivated and willing to work. Their level of loyalty to the organization appears elevated despite difficulties that the outfit has gone through. 

3.1.2.1 Interviews by Genci Kojdheli in Albanian

1. Iliriana Vezvesja, Training Coordinator (Training)

2. Smajl Panxhajm Administrator (Headquarters)

3. Arta Kaçi- Junior Economic Consultant (SME) 

4. Aida Binishi- administrator and translator

3.1.2.2 Interviews by Anne Scheinberg in English, French, or Serbo-Croatian

1. Fekrije Krelani, Lead Consultant, Head of Agency (SME)

2. Harmonije Radoniqi, Business Consultant (SME)

3. Afrim Ermeni, Senior Consultant (SME)

4. Ardita Thaqi, Secretary/Assistant (SME)

· Blerina Hasimja was out of the office and celebrating her honeymoon.

· Four additional staff were unavailable, being on a business trip to Albania: Director Bekim Panxhaj, Vice Director Besim Shehu, SME manager Shani Mullabazi, and maintenance officer Pellumb Quarri

3.1.2.3 Impressions and conclusions: 

1. From the first contact appears that the staff is highly qualified, devoted to the job and loyal to the organization.

2. Nevertheless, there exists a high amount of distress and frustration amid different personnel in different departments, mostly related to organizational deficiencies.

3. The differential treatment by CARE of the SME department has created a lot of anxiety and competition, and has driven a wedge between the training and SME departments, making it more difficult for them to work together.

4. It is clear that the leading executives of CE-KDA have also some high degree of friction, non-cooperation and frustration towards each other.

5. All the interviewed were sure that the support of CARE (or presumably some other donor) was fundamental to the proper functioning of CE-KDA, although they all understand that the aim of CE-KDA is to achieve sustainability. 

3.1.3 Report of Wednesday 25 September 2002

3.1.3.1 Programme for the day for Anne Scheinberg

· Become acquainted with the finances and management of KDA, look at KDA products and plans

Discussions were held with Smajl Panxhaj over general finances, and with Ardita Thaqi about the finances of the SME department. Spreadsheets were made available, but it was clear that the SME department information had not been added into them.

There was discussion of the separate SME bank account, why it was started, and how the SME department managed the “gap” in financing. 

In the evening, the group came back from Albania. Bekim Panxhaj joined the evaluators and Erica ten Broeke after dinner, so it was possible to begin to interview him. Then Erica drove her car into a deep hole in front of the restaurant, and the rest of the evening was more or less devoted to getting it out.

3.1.3.2 Interview with Bekim Panxhaj

Bekim Panxhaj is deeply angry at CARE, at the same time that he knows he needs their support. He feels that CARE is overstepping its relationship, and that he, as Director of KDA, is being discredited by CARE’s actions.

He believes that they are trying to steal his organisation, co-opt his staff, and split up the departments. He is furious about the separate SME bank account, for which he blames CARE staffperson Wittermans. He is suspicious of the evaluation process because the evaluators are being paid by CARE, and therefore could be biased in their view of things.

In spite of this, he states his willingness to give all necessary information, and to spend the following day with the evaluator going over information, history, and whatever is necessary.

3.1.3.3 Conclusions:

The financial information in the official computer of the Headquarters Department is incomplete. The SME department and the other departments are not cooperating well financially. There is a lot of suspicion, mistrust, and lack of information in the finances. It is not possible to tell if something is really wrong, or if there is just lack of trust and transparency.

Then cooperation of Bekim is essential to getting a more complete view of the finances.

3.1.3.4 Programme for the day for Genci Kojdheli:


· Meet several clients of KDA in Gjakovo and surroundings 

Objectives: 
Take general information on the assistance and services provided from KDA, analyze effects of KDA’s support, evaluate future cooperation possibilities.

Instrument for obtaining information: Accompanied from a KDA Consultant with advantageous information on the clients and the services provided from KDA and the Junior Consultant from CARE Netherlands there were conducted interviews of about 50-60 minutes with each client, including a tour of the business edifices and eventually productions units.

Questions that were asked to the Clients:

1. What has been done in cooperation with KDA to start/improve/expand your business?

2. How has this cooperation been carried out?

3. How has KDA evaluated the business capacities and potentials?

4. Has there been follow-up from KDA after the providing of services?

5. Was the client satisfied with the work done from KDA

6. What did not work, what went wrong (if any)?

7. Have they or would they recommend KDA to other clients?

8. Would they go back to KDA, for similar or other services in the future?

9. What are their plans and prospects for the future?

10. What are some of the prevalent difficulties that they are facing?

Additionally, there were taken pictures showing different aspects of the activities of the clients, pieces of equipment, areas where the loans taken through KDA support were implemented and so on. 

3.1.3.5 1. “BLETA”.Fast Food and Sweets Bar
Owner:Bekim Zherga

The business initiated in the beginning of 2000 with a minor investment from the owner, employing some 6-7 people. Then he sought the support from KDA, which provided assistance creating a business plan, prepared the loan applications and acted as a liaison for the banks where the loan applications were submitted. Till now the business has received some 10 loans from different banks, amounting loans of 100.000 € and has achieved a net 1st year profit of 14.000 €. Also, the number of employees has increased to 42. He has invested in setting up a new design for the bar, adding modern entertainment appliances, a central heating system etc.

Judging from the above-mentioned figures, the appearance of the edifice where the business is carried through and from what the owner told us, KDA’s consultancy and the cooperation with the client have been extremely prosperous. 

Reportedly he has recommended KDA to other potential entrepreneurs and he is enthusiastic and looking forward to future cooperation since being in the process of expanding the business in other parts of Kosovo and maybe in neighboring Albania. For this he is asking for a 300.000 € loan from ABU (Agro-Business Union) and he will seek KDA’s help in the loan application process and in the creation of a business plan.

As far as the prospective for the business, the owner had only one concern and wish; being able to receive long-term loans, with higher amounts and somewhat lower interest rates. 

3.1.3.6 2. “Vellezerit Hajdaraj”
Production and Distribution of Salami, Smoked Meat etc.

The owner of the company had worked as a normal employee in a similar business in Austria for 8 years. After gaining the needed experience he returned in Kosovo and in August 2001 started the enterprise. Since the very beginning KDA was near him, preparing a business plan and also providing consultancy for two loan applications, which were obtained but with short-term agreements (9 and 12 months and respectively 15.000 € and 25.000 €).

The owner expresses his appreciation most sincerely, saying that without KDA’s support his business would have most probably failed since he had no contacts whatsoever in Gjakove or in other cities. Also KDA has provided marketing service to the company, inserting it in the Kosovo Business Directory and helping him in the designing of labels for the products. Now the enterprise has grown to be the biggest of its kind in Kosovo, with its network of clients and distribution area rapidly expanding. 

The Before/After analysis is not possible in this case since KDA was with the client from the very early stages of activity, although since KDA provided help there have been several assets acquired, (bought with money from the loans) added to the company such as:

· New Cooling/Freezing room, necessary for the preservation of raw materials (meat)   

· Mixer (where meat, spices, garlic and other materials are blended)

· New oven/meat smoker

· Cleaning/Hygiene room for the employees (the company started with 2 persons now there are 8 employees)

 KDA has followed up its initial assistance, providing backing also in bookkeeping and in preparing future loan applications and also trying to find raw material suppliers for him. The client is very happy with the work from KDA, he is and will continue cooperation, seeking an expansion of its business throughout all Kosovo. 

Again, the main difficulty he is facing is the lack of middle/long term loans from banks. Also the lack of energy it’s a very relevant factor to the future of the business since his firm spend excessive amounts of money on fuel for generator (12.000 € only last year).  

3.1.3.7 3. “Gjini TAG”
Production of concentrated food for chicken and other farming birds / Incubation factory for production of chicken.

This business is a very old one, originating some 17 years ago. In the last years before the NATO bombings it was part of a cooperative of farmers and afterwards became a completely private enterprise. They turned to KDA on September 2001 and KDA prepared for them a loan application with “New Bank of Kosovo” which was consequently approved, with a value of approximately 12.000 €. This loan was used mainly for the purchasing of raw materials needed for the production of concentrated food (raw materials = corn, wheat, sunflower etc).

Now the most efficient part of the business is the concentrated food production since the incubation factory cannot be fully operational due to the lack of electricity and to high costs of raw materials (incubation eggs) from outside Kosovo.  Since we did not talk to the actual owner and manager, this was all the information received from this company. 

3.1.3.8 Conclusions

Problems that the businesses face generally are:

1. The lack of middle/long term loans from local banks added to the high interest rates. (Most loans in Kosovo are given on 9 to 12 month periods with interest rates hitting 2 % monthly).

2. The taxing system is very problematic, suppressing national production and national entrepreneurs while supporting foreign products.

3. The legal framework provided till now from UNMIK is unclear and radical changes should be made in order for it to be more effective for the businesses and lucid to the entrepreneurs. 

4. The knotty electricity situation, which prevents many businesses from proper functioning. There is no option or bypassing on this problem, since using fuel for generators is an utterly expensive alternative, and therefore inapplicable to most of the businesses.

3.1.4 Report of Thursday 26 September 2002
There were two parallel activities pursued on Thursday 26 from the Evaluation team. Both evaluators participated in the meeting that the evaluation team had with the Manager of the SME-department of KDA. Then Anne Scheinberg spend the day talking with Bekim Panxhaj, and Genci Kojdheli mademtwo more visits in businesses that have been or are being assisted from KDA.

3.1.4.1 Meeting with SME Manager Shani Mullabazi

The meeting with Mr. Shani Mullabazi, Manager of the SME-department at KDA was a very rewarding one due to the large amount of information obtained.

Mr. Mullabazi has a diploma in Economics and its vastly knowledgeable as an economist, accountant, bookkeeper and manager having an 11-year working experience. He started working for KDA in April 2001 in Gjakova, being suggested from another company he had consulted at the time. 

Mr. Mullabazi disclosed a great deal of information which will be showed in the following, divided in 3 categories:     

Relations between CE-KDA and CARE

Mr. Mullabazi is generally very happy with the assistance and support of CARE. He and his staff are extremely thankful for the experience brought in from CARE specialists and from the cooperations he had and has with CARE representatives. 

In terms of relationships within KDA, he claims that he is caught  in the middle of a power struggle between the Director of KDA, Mr. Bekim Panxhaj and the representatives of CARE in Gjakovo and Pristina. He sees the difficulties in this relationship as having started, according to Mr. Shani Mullabazi, (hereinafter Shani) with the creation of the KDA Promotion Department in Octoer 2001, financially not supported from CARE. The Director of KDA, Bekim Panxhaj (hereinafter Bekim) hired a French citizen, (Michel Buteau) who had been working as a CARE consultant (but whose contract had run out) to be department manager for the new Promotion department, which was Buteau’s idea. Reportedly, CARE did not appreciate this move, and started to treat KDA differently. This is catalyst nr.1 in the grievances CE-KDA vs. CARE. 

Then in November 2001 more fuel is added to the fire with the “Cows” affair. Bekim obtains a project from DFID, which would allow the conveying of cows in Kosovo through CARE and then this cows will be distributed to farmers which will pay the price of the cows in a later period without interest rate. Bekim actually had thought that he would get the cows into Kosovo without having to pay the excise taxes since the cows were being brought in through CARE. Then CARE informed Bekim that he had to pay for the custom tax amount that was some 10.000 DM. (not confirmed amount)

The third affair that increased tension between CE-KDA and CARE was the closing of the Peja office. According to Shani, the events started with the staff of the KDA promotion department leaving Pristina and coming to work in Peja office. The excuse for the closing of the Pristina office was that it was far away from the clients??!! Apparently the Peja office did not bring the expected results and therefore the consultants that worked there were told to return to Gjakove.   

Personal judgment and opinion on the activity of KDA and events related to this activity 

According to Shani there exists a very good working climate at KDA. He (and the staff) appreciates the great technical and professional support that has been given from CARE. The cooperation and understanding between KDA employees exists mostly in the lower part of the organization. There is friction between the managers, which was intensified during the time that HIVOS/CARE support was severed, when Bekim paid 100% of the Training Dept. and Promotion Dept. salaries but paid nothing to SME. SME department, from its own income, paid some 60% of salary to its employees,using its own revenue. In the funding gap in 2001, 10.000 DM were taken from the profits of the SME department of which 940 were given to the Training dept. 4390 were promised to SME and the rest of 4670 was given to the Promotion department. The 4390 DM promised to SME was never received. Also in succeeding months Bekim has often used SME earned money for other reasons, therefore Shani says that as far as SME money is concerned, he does not trust Bekim. This is why a SME bank account was open from Shani; mostly a preventive measure and a risk-fund for hard times. 

Shani acknowledges that between him and Bekim there exist some communication problems, this mostly due to the fact that Bekim is not around most of the time. He wants a better understanding between himself, Bekim and Besim on the contribution to the headquarters, and split bank accounts. 

Another source of misunderstanding is the Promotion Dept. whose only work since the creation has been the Kosovo Business Directory. HIVOS/CARE did not want to support Promotion dept. but Bekim is not used to being refused. In spite of this, Shani admires the Kosovo Business Directory, saying “I don’t know who did it, I don’t know how they did it, I don’t know how much it cost, but they produced a good book!!!”

SME is ready to pay parts of rent, administrative expenses, phone, electricity etc, but Bekim has to be more cooperative and to be more involved and productive in the work of the organization. 

Remarks on Micro/Macroeconomics of KDA, plans and prospective
CE-KDA is a very successful organization overall. Anyhow they are still in the developing stage, although their actual staff has a high degree of professionalism. They actually need more specialized staff to offer better services. For example, the training dept. has no time to provide training, although the requests for its work are very big. He agrees that if this does not change than the competition will eventually cut in. The prices that the training dept. charges are higher that the ones of SME, but this is mostly to the fact that the training dept. works on money funded from donors.

Shani told us that KDA (SME) has already made contact with the Kosovo Trust Agency (KTA) regarding the privatization of SOEs. The most likely method of privatization will be that of Spin off, practically evaluating which assets and departments of SOE are productive and valuable, these will be incorporated or sold into other companies while the ineffective branches will be liquidated. Shani does not expect big earnings immediately with the SOE privatization process. The first phase is going to be informative. 

Regarding income tax and VAT Shani is sure that SME can handle those expenses in the work continues as he has envisioned it. 

3.1.4.2 Programme of Site Visits: Genci Kojdheli

On the second part of the day, the Junior Consultant and a Consultant of KDA (Fikrije Krelani) performed two other visits to KDA clients. 

3.1.4.3 1- “LANDI R.SH”
owner: Ram Shehu. WholeSals of Drinks (Alcoholic and non)

The business was started with a small shop where the owner sold large quantities of drinks. Then in 2002 he asked for the assistance of KDA, which prepared a business plan and a loan application near the “New Bank of Kosovo”. The loan was attained in February 2002 with an interest rate of 1.5 % a month, for 9 months. 

With the loan was built a new 2 store warehouse of 2000 square meters a store, with a basement that will be also used for storage in the future. Also a transportation van was acquired with the money from the loan. The business, through the loan cash managed to expand the line of articles that it sold, managing to get them directly from the producing factories.

He started the business with 2 employees and now he stably employs 5 individuals, while in seasonal work (mostly summer) the number goes to 11. Since the starting of consultancy from KDA, the gross money flow per day has increased to 5000€ per day, from a previous 800€ per day that it was before. In this specific field of business there is not much competition since the businessmen have some sort of agreement on the prices and on the exclusivity of specific items.

The owner is very happy with the assistance provided from KDA, his business has become one of the leading in the city of Gjakovo and he is planning to expand it through KDA in other field, such as agriculture products, mostly milk and meat production. He is thinking about a new business plan through KDA and some more loan applications. He has recommended KDA to many other business partners of him, and he will continue the cooperation with KDA.

Problems and difficulties that he faces are:

· Longer term loan, he has no problem with the high interest rates 

·  The custom taxes are very high, a big obstacle to local businesses because they increase the price of products and services. 

· If loan policies become more flexible and favorable to local enterprises than Kosovo’s economic future will be brighter.

3.1.4.4 2- “SIMENTAL”
activity: Farming/cow rising/milk production and sale

KDA assisted this business in two aspects, first giving him 10 cows through a DFID project in Gjakovo, and later by processing a loan application of 20.000 € through the “New Bank of Kosovo”. The loan was giving with an 18-month term, the first 12 months being with no interest rate since the applicant was a farmer. 

With the money taken from the loan the farmer built a new shed, bigger and more modern for sheltering the cows. The number of cows now is 28 and some 12 calves. Initially there were 2 people employed, at the moment 5 people work in the business. The farmer has stable clients and is thinking to expand its activity through buying agricultural processing machinery to better produce the food for the cows. He will seek the aid of KDA for the new loan applications. The information is a little vague since we did not speak directly to the owner of the business. 

3.1.4.5 All-day interview with Bekim Panhaj: Anne Scheinberg

The interview ranged over a great many topics, from the difficulties with the excise tax charged to KDA in te DFID cows project, to management of KDA. Bekim’s attitude towards the evalation was somewhat more positive, but he was clear that he is the Director, as well as the Founder, and that his position needs to be respected. He also showed a document to the evaluators complaining about the behaviour of Frans Wittermans, and asking for his withdrawal. This letter was in the computer in draft only, it may not ever be sent. He also discussed his frustrations with getting salary, with CARE interference in the management, and with the fact that there was a funding gap. He is clearly ambivalent about CARE, feeling he values their substantive and financial contribution on the one hand, but feeling that CARE oversteps its authority -- as well as the bounds of hospitality and good manners -- on the other.

3.1.5 Report of Friday 27 September, 2002

The activities of the Evaluation Team for Friday 27th started with attendance at the staff meeting of KDA at the KDA headquarters. Following are the minutes of this meeting:

· The staff meeting was chaired from Mr. Besim Shehu and Mr. Shani Mullabazi

· First topic of the discussion was the moving of KDA into the new offices and measures to be taken for a proper functioning of the activity. 

· Then there was some discussion on the new computerized financial/accounting and bookkeeping program to be purchased from KDA. It was concluded that CARE (Erica) would pay for the price of the program (approximately 600 €).

· Shani informed Smajl that he would deliver him the financial records of SME.

·  Then the staff was informed about the new bank account for the Training Department, separate from the main KDA account. This bank account will be twosome, one will be a open account for everyday transaction and with another more stable part considered as “safety account”.  

· Shani and Besim explained to the staff the objectives and what was discussed during the travel of a KDA team in Albania. It was decided that more cooperation should occur with a matching organization based in Shkodra, Northern Albania.

· There are plans for KDA to divide in to complementary branches, an active business company potentially supported from Cordaid and Swisscontact and the consulting agency, possibly supported from HIVOS/CARE. Anyhow this still remains a plan.

· The 2 evaluators made their presentation about what would be discussed in the coming workshop and consequently the duties of the staff regarding this workshop were assigned.

Conclusions drawn from the Evaluation Team from the staff meeting:

1. There exist a very healthy working climate between coworkers in the KDA office. Every employee, including those who are young and/or recently employed, are active and participated in the discussions and in the activities of the organization. 

2. There is a high level of anxiety about the tensions between CARE and KDA, and about he necessity or not to split the organisation to comply with CARE’s MoU.

3. There is both respect and fear of Besim Shehu, and the younger employees are reluctant to contradict or question his opinions, even when he is talking about something that they are much more knowledgeable than he is.

4. The work of KDA will continue with or without HIVOS/CARE support. 

5. Any changes introduced have to be introduced in a way that allows all parties to save face.

In the second part of the morning the Evaluation Team had a joint meeting with the Deputy Director of CE-KDA Mr. Besim Shehu and with the SME Department Manager Mr. Shani Mullabazi. The general theme of this meeting was getting more information on CE-KDA activity in the previous 2 years and brainstorming on ideas and projects for CE-KDA.

In the afternoon the Evaluation Team had a meeting with Ms. Nurie Haxhikadria, Gjakovo Branch Director of the Economic Bank.

Questions that were asked to the Bank Director:

· How does the bank view the cooperation with KDA (SME department)?

· On what parameters do they judge the loan applications?

· How important is the contribution of SME in this evaluation process?

· What kind of cooperation can there be with SME in the future?

· What new products will the bank offer and how can SME get involved?

· Personal opinion on the prospective of the Kosovar economy.

The bank director (hereinafter BD) was very satisfied with the cooperation with KDA (SME department). It has helped the bank immensely in the evaluation process of loan applications made from SME clients. The bank trusts SME and they consider their job to be very serious and professional. SME loan applications have rarely been rejected from this bank. The BD expects the cooperation between the bank and SME especially in relation to new products that will be introduced i.e. personalized loans for housing and building, long-term loans etc. Since these new products retain a high risk, the bank aspects SME to maintain their level of seriousness and professionalism in evaluation of assets and loan applications. The BD sees an important market for SME in the privatization process. 

According to the BD, the banking system is still reluctant to offer long-term loans and high-risk products due to the uncertainty of the political and economic status of Kosovo. The new products offered from banks will mainly depend on the employment status in Kosovo. The banks in Kosovo are trying to assure credit flows in order to offer 5-10 year loans.  Prognosis for the future according to the BD: There will be stagnation for 1 or 2 years but then the economy will grow.  

3.1.6 Report of Saturday 28 September 2002
The morning was taken up with two field visits. The first visit was to observe an FAO-financed course on marketing, coordinated by Vezvesja, but taught on that day by Mullabazi.

The second visit was to a village near the Albanian border. There Mr, Shehu brought the evaluators to see the bee-keeping operation of one particular war widow. After that, we visited the suppliers of the hives, and saw how they are assembled and stored. An attempt by Albanians to steal some hives and take them across the border had recently been foiled.

The field trip was followed by a long discussion between the evaluators and Mr. Shehu on financial and institutional issues.

The afternoon was a work session between the two evaluators, getting the reports outlined and into preparation.

3.1.7 Report of Sunday 29 September 2002

This day was devoted to preparing reports. The evaluators also went to the house of Fekrije Krelani for dinner.

3.1.8 Report of Monday 30 September 2002
In the morning the Evaluation team made a formal presentation of preliminary results of the evaluation to the staff of the Training, Headquarters, and SME departments. In this meeting, both the baseline document and the financial and institutional analysis were socialized and triangulated. 

The part presented from the Junior Consultant presented the analysis on the market where KDA operates, their position in the market, the context in which KDA operates: language, type of clients, needs of those clients, the products offered by KDA, the strengths and weaknesses of KDA itself, in a SWOT analysis. After getting the feedback from the KDA staff, the Evaluation Team Leader presented the other part of the baseline document; presented in two main groupings: Financial and Institutional. On the financial analysis the KDA staff agree totally with the conclusions of the Evaluation Team Leader while for the Institutional part there were some objections coming from Mr. Besim Shehu, Deputy Director of KDA. The Evaluation Team Leader was trying to get an agreement with the KDA staff on a set of principles that required specific action from KDA. While generally agreeing on principles, on the point of having a full-time acting director for KDA, Mr. Besim and Ms. Scheinberg “agreed to disagree”.

At 2.00 PM the workshop with the KDA staff and stakeholders was held:

Report from the workshop with KDA stakeholders:

In the workshop there were some 20 participants, including KDA staff and several participants from the business environment in Gjakovo, representatives of NGO, different economic unions, a representative of UNMIK etc. 

The event was chaired and opened from Mr. Besim Shehu, Deptury Director of KDA. He did a short presentation on the scope of the workshop. Then the Team Leader of the Evaluation Team did a presentation regarding the scope, objectives and needs of the Evaluation Team and what the expectations were from this workshop. Subsequently, the Junior Consultant did a presentation on the market where KDA operates, a SWOT analysis for the organization and these led to an open discussion in regards to every presented issue. 

Then Mr. Shani Mullabazi, SME Manager did a presentation on the activity of KDA in the last years. After a short break, initiated a brainstorming on the difficulties that the Kosovar entrepreneurs and the Kosovar economy is facing at the moment and some prospects for the Kosovar economy.

Questions posed in the workshop:

· How has the job of KDA influenced the businesses that have been assisted?

· What are the Problems that the Businesses face today in Kosovo?

· What would be the requests of Businessmen towards KDA?

· What is the strategy of KDA regarding the privatization process?

· What are the new products that KDA will offer in the future?

· How can stakeholders influence and help regarding these new products?

· Economic Future of Kosovo, problems and prospective?

The main issues on the difficulties that the Kosovar entrepreneurs face were:

· Lack of legal infrastructure

· Lack of abundant financial means (long-term, substantial loans from banks)

· Deficiency of a clear economic vision 

· Obstacles in the import of technology and raw materials

· Disadvantages in fiscal policies towards the local businesses 

· Poor business climate

· Lack of industrial zones 

· Grave problems with electricity 

· Overflow of markets from import of not controlled/financially evasive/low quality products

· Lack of the application of the reciprocity principle on trade with neighboring countries 

· Lack of defined economic standards

Needs and prospects for the Kosovar economy were stated to include:

· Restructuring and transformation of private property (mostly of land)

· Development and investment in Agriculture 

· Development of Small and Medium Enterprises 

· Creation of Business incubators

· Completion of the privatization process (3 to 5 years) 

3.1.9 Report of Tuesday 1 October 2002

A large part of the morning was taken up by sitting in on the meeting with SwissContact, in which the SwissContact consultant was attempting (not all that successfully) to understand KDA, while at the same time making a “hard sell” for a piece of business plan development software.

In the afternoon, Anne Scheinberg, together with Erica ten Broeke, conducted a long interview with Edita Panxhaj to discusss the promotion department, followed by a short interview with Training Coordinator Iliriana Vezvesja.

In the evening, the evaluators gave a dinner for all of KDA.

3.1.9.1 Conclusions and insights:

There are many parts of the Promotion department operations which are neither clear nor transparent. The status of the five sales associates is not clear, especially, whether they really live on their commissions, or whether they are receiving a salary. The structure of KDA figured prominantly in the discussion, and it was here that the suggestion was made to institute a Managing Director and leave Bekim free to travel around and meet with donors.

3.1.10 Report of Wednesday 2 October 2002

This was the last day on site of the evaluation. The day was split between last-minute gathering of information, and exit presentations with the staff of KDA, and finishing reports as far as was possible. The morning was devoted to analysis of financial documents, and interviews with Smajl Panxhaj and Aida Binishi, to try to sort out the three bank accounts for which bank statements were available, and to see their relationship with petty cash. 

In the evening, the evaluators and Erica ten Broeke travelled to Prishtina. In Prishtina, there was a brief meeting with a staffperson of KBS previously known both the Genci Kojdheli and Anne Scheinberg. The most interesting things to emerge from this meeting about KBS are:

1. KBS cannot participate in the SOE privatisation, since USAID, its donor, insists it work only for “real” private sector businesses;

2. The clients of KBS are often neither serious nor motivated to follow the KBS advice; they do not value the service because the are not paying for it. This caused our informant to transfer to the training department.

3.1.11 Report of Thursday 3 October 2002

The morning was spent in the Prishtina offices of CARE International Kosovo. First, there was a debriefing meeting with Dawn Wadlow, Deputy Head of Mission. Then the evaluators worked on finalising document 1. At 10:30 Shani Mullabazi arrived, and the evaluators were able to work with him for a few hours on his response to the evaluation, plus some new information.

At 1 pm the evaluation officially closed, and Genci Kodheli was taken to the airport. Anne Scheinberg was taken to the bus station in Skopje.
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�  SME Manager Shani Mullabazi states that if CARE were not supporting the SME department, the real cost of the service would be based on an hourly rate of €20. But it is not clear that this is a complete analysis, since it does not include, for example, marketing costs.


� Promotion department manager, Edita Panxhaj, states that the decision has not been made as to whether the new directory will be for 2003 or 2003-2004.


� The term “reported” is used here, because the evaluators were not able to meet the sales-persons, and therefore cannot verify whether they actually work or not.


� A query to Cordaid Gjakove elicited a very negative reaction, followed by a denial of responsibility and a refusal to give more information.


� CARE International Kosovo, a branch of CARE USA, is not very active in its support of  KDA or the CARE Nederland support project for KDA in Gjakove. The evaluators speculate that this may relate to with the fact that USAID is supporting CIK and also KBS, a KDA competitor, so that supporting KDA might be placing CARE International Kosovo into a difficult position.
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Document 1: Baseline Analysis of KDA as a Business Service Organisation
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		Effect of SME Assistance on employment

		Business/Enterprise		Bleta		Hajdaraj		Gjini TAG

		Employees before SME involved		7		2		2

		Employees after SME invloved		42		8		5
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