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PROSPECTS FOR ECONOMIC RECOVERY OF THE PRESHEVO VALLEY

FIDAN KOSUMI ∗

(Abstract) The aim of this paper is to highlight aspects of economic problems and potential solutions for
economic recovery of the region of the Preshevo Valley, in South Serbia. This region is quite rich in terms of
natural resources, but still remains underdeveloped in the economic aspect. Due to various negative
developments on the political and economic scene during the last 20 years in Serbia, as a consequence it has
faced various difficult challenges and crisis of political and economic nature. These crisis have led the
country to a deep economic recession, high rate of unemployment and the deterioration of the living standard
of its citizens. Although during the last few years the country has made a considerable progress in terms of
economic recovery, the Preshevo Valley region continues to face the same economic problems accumulated
and inherited over the years. As the culmination, the layering of problems of economic and political nature
over many years and due to the lack of prosperity and perspective for their resolution, the population of the
Preshevo Valley has largely abandoned the region.
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Introduction
Preshevo Valley is used as a common name in Albanian language for the three municipalities in southern
Serbia: Preshevë/Preševo, Bujanovc/Bujanovac and Medvegja/Medvedja1. It is inhabited by a mixed
population, mainly Albanians and Serbs. According to the census of 2002 in the Republic of Serbia, the
Preshevo Valley has 88,966 inhabitants.2
The Preshevo Valley is a region economically underdeveloped which during the last twenty years has
experienced a period of intense political and economic crisis. Generally, the 1990s were the most eventful
and turbulent decade in history of Republic of Serbia and Preshevo Valley. The wars waged in the former
Yugoslavia, economic and political sanctions, inflation, has weakened a lot country's economy.
The dramatic changes in the political and economic scene began after the October 5, 2000 revolution in
the Federal Republic of Yugoslavia, namely after the arrival of democratic forces to power and the
establishment of the Coordination Body of the Government of the Republic of Serbia for the Municipalities
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of Preshevë, Bujanovc and Medvegjë.3 As a first step towards normalization of the situation in the political
scene in the Preshevo Valley is seen the integration of Albanians in local and state institutions of the
Republic of Serbia, a process which is still not completely finished, being developed very slowly with
frequent disagreements between Albanian political representatives and the Government of the Republic of
Serbia. Although the Government through the Coordination Body for Preshevë, Bujanovc and Medvegjë in
the last thirteen years has made efforts towards reaching a political stability and economic progress, in the
field of economy no satisfactory results have been achieved.
Particularly, the period from 2000 onwards is questionable period why there was no progress in terms of
economic development in the Preshevo Valley. The transition process in this region is essentially developed
and ended only with privatization of former socially-owned enterprises. Above all, the weakness of this
process is seen in the absence of the sufficient support to private sector development. To work towards
economic recovery, in the focus of this process should have been strengthening of the private sector,
especially stimulation of areas which have been identified as pillars of economic development in the
Preshevo Valley.
Undoubtedly adverse events in the political and economic scene are reflected in social and demographic
scene. Consequently, during the past 20 years residents have abandoned greatly the Preshevo Valley region.
To change the current situation, respectively to return a sense of perspective to the conduct of life in the
Preshevo Valley, an economic recovery is indispensable, while the role of the Government in this regard is
uncontested.
Figure 1, Map of the Preshevo Valley - municipalities: 1. Medvegje, 2. Bujanovc and 3. Preshevë4

Economic crises in Serbia, transition and impact in the Preshevo Valley
By examining GDP in the Republic of Serbia over the last 20 years,5 several key cases of recession or
crisis occurred in Serbia and as a result caused a huge negative effect on the economy.
The longest economic recessions were recorded in 1993 as a result of the imposed international sanctions
and the hyperinflation, and in 1999 due to the circumstances in the aftermath of the military air-campaign
against the Federal Republic of Yugoslavia (Graph 1). A stabilization of GDP was achieved after the year
2000 but it was short-lived, it lasted only up to 2009 when again a recession of -3.5% was recorded due to
the global economic crisis. After a brief recovery in the 2010 and 2011, in 2012 a recession of -2% (Graph 2)
was recorded.
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Graph 1, Industrial production and GDP, 1990-2001 (1990 = 100%)6

Graph 2, The annual rates of change in real GDP over the period 2002 to 2012 in percentage7

During the past 20 years the Republic of Serbia has been shaken by frequent economic crises which have
undoubtedly had huge negative effects especially in the most underdeveloped regions of the country
including the Preshevo Valley.
The issue of the hyperinflation in the Federal Republic of Yugoslavia during the period 1992 to 1994 was
an unprecedented phenomenon in the economic history due to its duration, intensity and devastating
consequences. This time period faced an extreme level of increase in inflation, with prices rising sharply on a
monthly basis by over 50%. This showed to be the generator and reflection of the general economic
downturn, respectively economic collapse and impoverishment of the people and the country. In the initial
phase, the negative effects of hyperinflation were further encouraged by its long duration, according to
which the Republic of Serbia was ranked as the third country in the world: the first place belonged to
Nicaragua (from 1987 to 1991), where hyperinflation lasted for 48 months, the second to Russia (from 1921
to 1924), 26 months, and the third one to Federal Republic of Yugoslavia (from 1992 to 1994), which lasted
about 25 months.8
Another great recession was registered in 1999 as a result of the military air-strikes campaign against the
Federal Republic of Yugoslavia and imposed economic sanctions by the international community. The
decline of real GDP in 1999 compared to 1998 was 23.5%.9
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With the advent of democratic option to power in Serbia, in 2000 the transformation of the economy had
begun, respectively the transition from a command economy to a market economy. The transition process
was developed in cyclical order and it has not yet completed. Undoubtedly, the good performance of this
process is dependent on the willingness and readiness of the political parties in power.
Besides crisis of 90s, another great shock has caused the transition process; respectively the privatization
of socially owned enterprises which employed a high number of workers. Many of the privatized enterprises
have not continued their business activity after their privatization, while there are cases where the
privatization processes are canceled. Enterprises remaining not privatized so far are considered not to be
attractive to the potential investors due to their poor infrastructure conditions. In addition, another obstacle in
this regard represent large debts that enterprises have accumulated over the years during their activity, their
debts may even exceed the value of the enterprise.
Having in mind that the transition process has left major consequences in the economy of South Serbia in
terms of increasing of unemployment, it demonstrates the fact that while in Serbia in 2001 every fourth
worker has remained idle, in the south of the country, in the same period every second worker remained
jobless. In year 2012, in the municipalities of Preshevë and Medvegjë the unemployment rate exceeded 50%.
While in Bujanovc, it has been estimated close to 50%.
As a result of the difficult economic situation and the lack of perspective, a significant number of
residents of the Preshevo Valley have fled the country seeking for a better life in the more developed
countries of the Western Europe, respectively in the European Union Member States. Due of the long delays
in resolving these problems, this trend of migration continues. Table 1 below shows that Serbia occupies the
5th place as a country of origin of asylum seekers in the 27 EU Member States and while the number in 2011
was 13,980, in 2012 it increased to 19,065, respectively to 36%.
Table 1, countries of origin of asylum seekers in 27 EU Member States in 2011 and 201210
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Apart from the problems of economic nature, political tense situation from 1999 to date has contributed
also to the current overall bad situation in the Preshevo Valley. Frequent political crisis between the
Albanian political factor and the Government of the Republic of Serbia has deteriorated even further the
fragile situation. As a result of disagreements over the policies of the Government of the Republic of Serbia
and the ignoring of the legitimate requirements of the Albanians, the Albanian political factor often chose the
option of boycott. Due to the boycott of the census, today it lacks accurate statistics on demographic changes
in the Preshevo Valley region.
Finally, to have stability and economic development in the Preshevo Valley firstly stable and sustainable
long-term development policies should be established and implemented. In addition, more effective and
efficient communication should be established between the Government and the Preshevo Valley.
The resources of the municipalities of Preshevë, Bujanovc and Medvegjë
Municipality of Preshevë covers an area of 264 km2. From this area, 60% is agricultural land, while 37%
is forest land. According to the census of 2002 the municipality of Preshevo has 34,904 residents with
average age of 29 years. Regarding the structure of education, 42% of the population has completed primary
school, 18% high school and 5% higher education. According to the strategic development plan of the
municipality, as major economic sectors are identified agriculture and tourism. The municipality owns
relatively favorable conditions for the development of several kinds of businesses in the areas of agriculture
and food industry. The mountainous area is favorable for the development of orchards, vineyards and
livestock. Preshevë municipality has a potential for tourism development due to its local culture, natural
sites, but in order to develop this sector major investments are needed. Another prerequisite for the
development of tourism is the improvement of the infrastructure in all aspects.11The Pan-European Corridor
X which runs through the Preshevë is also seen as a good opportunity for the strategic development of the
municipality.
Municipality of Bujanovc covers an area of 461 km2. According to the 2002 census, the municipality has
43,302 inhabitants of whom 10,183 citizens temporarily working abroad. According to the structure of
education, 38% have completed primary school, 18% high school and 4% higher education.12The
municipality of Bujanovc is well known for its mineral and sparkling water springs, tobacco processing and
processing of plastic. According to the municipal strategy the holders of municipal economic development
are the industry for packaging of mineral water and agriculture. Having in mind the ecological environment,
this municipality has a potential for the development of local tourism. Via Bujanovc passes the PanEuropean Corridor X which is considered of potential benefit for the economic development.13
Municipality of Medvegjë covers an area of 524km2. It is distinguished by its mountainous and hilly
terrain, 54% of the surface is forest land while 46% is agricultural land. According to the census of 2002,
Medvegja has 10.760 inhabitants. According to the structure of education, 31% has completed primary
school, 21% high school and 4% higher education.14 Medvegja municipality has natural resources for the
development of mining, wood processing industry, agriculture, animal husbandry and forestry. In this
municipality is located also Sjarina Spa. This Spa with its natural characteristics, thermal waters and mineral
resources is the main tourist potential of the municipality of Medvegja.15
Although the municipalities of Preshevë, Bujanovc and Medvegjë possess aforementioned natural and
human resources, they are a part of the group of devastated municipalities in Serbia where the development
rate is under 50% from the average at the state level.16 In addition, it should be noted that in the past 6 years
in the municipalities of Preshevo Valley are made positive moves in the field of higher education. A several
11
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branches of economic and law faculties of state universities have been opened. During the Belgrade and
Prishtina dialogue on the normalization of relation in Brussels, an agreement was reached on mutual
recognition of university diplomas issued in Kosovo and Serbia. Compared to year 2002, the number of
higher education graduates in the Preshevo Valley has increased significantly, but due to the boycott of the
census in 2011 by Albanians there are no precise statistics available.

Prospects for economic recovery of the Preshevo Valley
In Preshevo Valley generally are identified two potential areas for the economic development in the years
to come: agriculture and food processing. To stimulate the development of these areas the Government could
commit more support by allocating the necessary funds or subsidies. To highlight the importance of
agriculture in Europe a reference shows that the European Union allocates about 40% of its budget to
agriculture.
In terms of agricultural developments, due to its rich natural resources and healthy ecological
environment, there are ideal conditions for the production of organic food, fruits and vegetables. In Serbia,
organic food production is slowly beginning, but in the south of the country presently it hardly exists.
Although this form of production is distinguished by a smaller yield, manufacturers should be focused on
quality, which promises more secure placement of products on the market and the price enables
compensation of smaller yields. This type of production is attractive and in the global market this branch of
agriculture is growing constantly.
Graph 3, Development of global organic food market 2000-201117

As far as tourism is regarded there is natural and cultural potential for the development of the spa tourism,
eco and ethno tourism. Significant attention should be devoted to initial identification of the tourist capacities
and potential offer for the tourists. In addition, the Government could do more to support building of the
tourist capacities, new projects and to provide subsidies. Great importance should be given to marketing,
respectively promotion of the municipalities or their existing tourist capacities. For this purpose it would be
best that municipalities possess identification logo together with clear and unique tourist offers, oriented
toward the differentiation.
Finally, the Preshevo Valley region has plenty of potential and is suitable also for industrial development.
The strategic geographical position, proximity to Corridor X and to Kosovo, Bulgaria, Macedonia, Greece,
natural resources, the favorable climatic conditions, cheap and educated labor are just some specifics that
make this region more attractive for the potential investors. This aspect of development of the Preshevo
Valley should be in the focus and among the priorities of the government, respectively in its vision for a
more balanced development across the country.

17

FIBL, The European Market for Organic Food 2011, 2013, Research Institute of Organic Agriculture, Link:
http://orgprints.org/22345/19/willer-2013-session-european-market.pdf

International Relations Quarterly

7

Conclusion
Considering the fact that the Preshevo Valley for years has faced the same economic problems, the
Government needs to play a more active and constructive role in the future in resolving these problems.
Prerequisites of development in Preshevo Valley are: political stability, creation of a more suitable and
sustainable environment for economic development, greater involvement of the Government in the
development of this region with projects, funds, supporting of the sectors identified as holders of economic
development with subsidies, continuously monitoring of economic development, construction of adequate
infrastructure, promotion of the region, supporting education, information, training etc. Above all, political
stability is considered as the main factor of economic stability, without political stability cannot be achieved
economic stability and economic development. In this regard it is necessary to ensure full integration of
Albanian minority in the local and central institutions of the Republic of Serbia, a process that must move
forward. Aspect of education, respectively training of entrepreneurs or potential farmers is of particular
importance. Lack of information, economic or managerial knowledge essential for doing business and the
lack of knowledge about the process of production and cultivation of agricultural cultures are frequently
presented as major barriers. In terms of education and information a greater support could be initially be
given to non-governmental organizations, universities, professional schools and local media. Based on the
aforesaid, it can be concluded that to achieve the desired level of economic development in the Preshevo
Valley, a comprehensive and well-coordinated commitment across stakeholders is needed: Government,
municipalities, financial institutions, universities, professional schools, non-governmental organizations,
chambers of commerce, agencies, media, potential investors, citizens. As a final result, political and
economic stability will contribute to improving the lives of citizens and the improvement of current negative
demographic trends in the Preshevo Valley.
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