
7

Customs reform: protecting borders,
confirming statehood and transforming

economies?

AS THE TRANSFER of commodities across national borders is a primary
feature of conflict-related trade, customs services, tasked with moni-
toring the movement of goods and people across borders, emerge as

central institutions in the transformation of war economies. Not only do
they deal directly with the problem of smuggling in their work at border
crossings, but they are also involved in the investigation and tracking of
trade irregularities which often indicate illegal trade, tax evasion and
money laundering. These financial crimes are often part of the war/post-
war economies that have been discussed throughout this book, given their
links to smuggling and political corruption and that they are often
committed by actors who are continuing with or consolidating political-
economic gains made during the conflict. Further, as customs violations
have become one of the most common forms of financial crime (Courakis,
2001; Sarvananthan, 2001; Velkova and Georgievski, 2004), addressing
them is also essential in terms of achieving the wider, more positive modes
of transformation discussed in Chapter 1. This element of customs reform
deals with the fact that economic and financial crimes rob governments of
revenues needed to run state services, and in the case of post-conflict states,
such crimes reduce the available budget needed for essential reconstruction
projects. Furthermore, high levels of smuggling also make it more difficult
for legitimate businesses to compete: paying the appropriate duties and
taxes increases their costs, making them less competitive in relation to
traders who have not paid the relevant charges. In states attempting to
restart their economy, local business interests will be hurt by the unfair
competition of smugglers, possibly discouraging much-needed local or
foreign investment.

138

4062 building a peace economy_2652Prelims  25/11/2013  15:06  Page 138

Jenny H. Peterson - 9781526129376
Downloaded from manchesterhive.com at 05/25/2023 02:55:45AM

via free access



Thus, both in the physical inspection of goods crossing the border as well
as in monitoring customs and excise revenues for evidence of corrupt and
illegal practices, these agencies can contribute to the transformation of
conflict economies. In their potential to both sever the links between the illicit
forms of trade that support political violence and corruption and to contribute
to a more equitable national economy, customs services can be seen as
contributing to more peaceful and just political-economic environments.
However, the primary role granted to reformed customs institutions is compli-
cated by the past actions of many of these services. Potential abuses of power
and involvement in war economies by customs agents has been well docu-
mented. Milosevic’s capturing of customs revenue was central in allowing
him to consolidate the economic and political power required to continue his
violent campaigns in the region. Customs reform must therefore focus on at
least three areas: addressing corruption within the service itself; decreasing
potential avenues to bypass border controls through the physical protection of
border crossing points; and finally, managing financial crime by importers
and exporters. 

Customs services in Kosovo

In the 1990s the Serbian customs service emerged as a key actor in the Balkan
conflicts, playing a significant role in the regional war economy. Many actors
in Serbia and across the region benefited economically from the conflicts
through their connections to smuggling networks. Customs agents were
central in these systems, and their political and economic connections can be
traced to some of the region’s most senior political figures. For example, the
former head of Serbia’s State Security Service, Mihajl Kertes, was appointed as
the head of the Customs Service during Milosevic’s rule (Hajdinjak, 2002) and
many of Serbia’s customs agents are known to have diverted large proportions
of customs revenue to Milosevic’s war chest –  ‘the Customs Service became
the heart of the regime’s clandestine financial structures. As the head of
Serbia’s Central Bank observed in 2001, the Customs Service “was Milosevic’s
primary source of cash, and it never ran dry”’ (Andreas, 2005: 342). 

The withdrawal of Serbian troops from Kosovo in 1999 included the
cessation of work by Serbian customs officers along Kosovo’s borders. The UN
was quick to respond to these unmanned borders, with the UNMIK Customs
Service (UCS) being one of the first institutions created following the end of the
NATO campaign. The new service was operational by the end of July 1999
and within months the UCS was managing border crossings with Albania and
Macedonia as well as at the airport in Pristina. Borders with Serbia and
Montenegro were initially monitored by KFOR for security reasons, but the
UCS began monitoring these points in 2001. Like other institutions in Kosovo,
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the customs service was not simply reformed but created as a new institution.
Many of the officers from the previous Serbian-dominated service had left the
territory and Albanians had been notably absent from the old service, leaving
little in terms of human or physical infrastructure. The idea of having an
international customs service, similar to the international CIVPOL force, was
considered at the start of the mission. However, it was instead decided to set
up a local force which would be executively run by a small international
management team. When the UCS first began operating along the Serbian
border in 2001, international customs officers were used, leading to friction
with the local community and their rapid removal with the help of KFOR
(I55). Despite this brief use of international customs agents, the makeup of the
UCS from 1999–2008 was distinctly ‘Kosovan’ in comparison to some of the
other sectors of reform discussed in this book, with only a handful of interna-
tionals working within the institution. In 2005 there were approximately 600
employees, only three of whom were international. Like other institutions in
the territory there has also been a strong focus on diversity. Statistics show the
force to be made up of approximately 82 per cent Albanian and 12 per cent
Serbian with the remaining percentage consisting of non-Serb minorities
(UCS, 2005: 32). Nonetheless, it is important to note that the service was also
run as a reserve power of the SRSG until the declaration of independence,
meaning that responsibility for and decisions regarding its management
rested in the hands of the international administration in the service’s
formative years. 

During these years, customs officers in Kosovo became armed, allowing
them to deal with serious cases of criminality without always having to
depend on the KPS or KFOR for security. The UCS also participated as an
observer in several regional and international bodies including the Southeast
European Cooperative Initiative Centre for Combating Transborder Crime
and the World Customs Organization (WCO). It signed Memorandums of
Understanding with all regional customs services, including Serbia. In April
2004, the new EU compliant Kosovo Customs Code was introduced (UNMIK,
2004d) and the Integrated Tariff of Kosovo (TARIK) introduced in 2007. A
goods nomenclature and coding system based on a WCO harmonised scheme,
also guides revenue collection procedures. 

Following the declaration of independence in 2008 the UCS was replaced
by a domestic institution, Kosovo Customs (KC). This agency is supplemented
by the EULEX mission which has a specialised Customs Component. With
several dozen international staff, this unit has largely been in charge of moni-
toring and advising the new KC service, although they do maintain some
executive powers. These powers have allowed them on occasion to take
control of certain situations when deemed necessary – this included their
decision to take over the running of border crossing points in the Serbian-
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dominated northern region of Kosovo in 2011. This decision was taken after
violence at these crossings, which occurred when the Kosovan government
attempted to remove ethnic Serbian police and customs guards whom they
accused of not implementing the customs code. The violence had led to KFOR
temporarily returning to its role of monitoring and securing border crossing
points in the north.

Both the UN service and the new Kosovo service have had two primary
roles – firstly revenue collection and secondly dealing with fraud and the
smuggling of goods in and out of Kosovo. The service’s role as a revenue
collection agency must not be overlooked as customs collects approximately
69 per cent of Kosovo’s budget from year to year (UCS, 2005: 8; Kosovo
Customs, 2010). Initially, this role was threatened by other informal forms of
tax collection. In the immediate post-conflict phase, the parallel structures
created by Albanians led to a form of informal taxation in the territory which
was not immediately dismantled, and revenue that should have gone into the
Kosovo Consolidated Budget was lost. One interviewee suggested that ‘at the
main border crossing . . . [individuals were] . . . siphoning off large elements of
the revenue into the underground wings, of what were now proscribed organ-
isations, formerly the parallel institutions, that would have been a noble cause
to support. So, the money wasn’t going into the Kosovan budget’ (I55). This
interviewee estimated that approximately half of the revenue collected at
border points in 1999 and 2000 found its way into parallel institutions and
the individuals associated with those groups (I55). This activity seems to have
ceased due in part to dismissals and the non-renewal of contracts of many
original UNMIK customs staff, but also because of the increasing cooperation
of the various political actors in Kosovo that agreed to cooperate with the
UNMIK administration in the creation of the PISG. 

Despite such successes, smuggling, customs fraud and corruption within
the service remain ongoing concerns. Tackling these issues involves two
processes – addressing internal corruption and fraud, and eliminating
smuggling and customs fraud outside the service. In relation to the former
issue, several tactics can be identified. In the early days of the mission, there
was a realisation that the amount of taxes being collected on imports did not
coincide with the amount of goods appearing in the province and the levels of
traffic coming across the border. This led to suspicion of customs fraud and
corruption. With executive powers in place, customs management ‘simply
refused to renew contracts for people who did not command [their] confi-
dence’ (I55). Such a strategy, it should be noted, is not novel. Similar
disciplinary action in other customs services, often referred to as ‘purges’
(Hors, 2001) are a familiar strategy in managing fraud in these institutions.
The success of this tactic is difficult to verify, although the same official notes
that, ‘it is highly illustrative that when we removed the whole of the shift, the
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tax collection increased by 300 per cent within three weeks’ (I55). Following
this purge in Kosovo, strict hiring procedures were introduced and UCS
customs agents were required to ‘justify their lifestyles’ (I55). Despite a few
notable cases of corruption, including the arrest of the local head of the service
in 2002, corruption does not appear to be systemic, though both the KC and
EU remain vigilant as ongoing concerns regarding corruption remain.
Further, and as addressed in upcoming sections, there are increasing concerns
regarding the corruption in the north of Kosovo and in the post-independence
phase, which led to the aforementioned violence at northern border points in
2011.

Smuggling is primarily dealt with through the law enforcement side of the
UCS, which began to develop in 2001. The use of the FASTs (flexible anti-
smuggling teams) has been central to this arm of both the UCS and KC. Units
focused on auditing, risk management, intelligence and investigations have
also continued to grow within the service. Tax policies have also been shaped
in a way that would decrease incentives for smuggling, with the Pristina
Declaration on the harmonisation of excise tax on tobacco and the signing of
the Central European Free Trade Agreement. Another strategy in the fight
against smuggling has taken a broader approach, attempting to change
society’s knowledge of and attitudes towards illicit trade and products. Media
campaigns educating people about the dangers of illicit cigarettes as well as
the role customs plays in collecting tax for the central budget and thus
essential public services has also been central to Kosovo’s customs
programme.

The engagement of customs services with the structures and legacies of
war economies in the above ways again provides several interesting insights
into the role of the DSI in transformation. While there are similar stories to be
told in terms of the dominance of ideology in programming, this particular
case study reveals some interesting trends and heterogeneity in terms of the
way politics and context have been integrated by some actors and how some
of the operational issues that plague other reform areas have on occasion been
avoided.

The primacy of state borders and modernity 

Despite claims that state borders have become less relevant to global politics
with a rise in both the numbers and power of non-state actors, the world of
international development and security policy remains very much a state-
centric enterprise. The DSI is both committed to and most comfortable
working within a traditional state framework. As such, it maintains a strong
interest in the recreation and solidification of state borders. Customs reform 
is a key mechanism though which this goal can be advanced as it allows
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governments, both external and internal, to define and secure boundaries
between states. In an increasingly complex international arena, populated by
a diversity of actors, customs reform is seen as a way of ensuring the relevance
of traditional and familiar forms of statehood. While these reforms are not
always state led, they are focused on creating states and installing systems
which manage said states in a manner which ultimately suits the wider liberal
agenda. As Chaflin effectively argues,

As governments are restructured because of the ascendance of supranational
bodies, transnational commerce, and national security threats, customs policies
around the world emerge as key sites for the production of new criteria of
statehood and new forms of sovereignty. Necessary to the state, these standards
are neither developed nor controlled by national governments but involve the
interventions of two international institutions: the World Trade Organization and
the less well-known World Customs Organization. (2006: 243)

Customs reform in Kosovo appears as a prime example of Chaflin’s descrip-
tion. Both the UN and new Kosovo service have been created and managed by
representatives of foreign, supranational bodies, and the fulfilment of their
duties in a modern, standardised fashion is a requirement for future sover-
eignty and admission to key international institutions. 

These institutions also support the position of Megoran and his colleagues
(2005) who suggest that border control mechanisms perform a theatrical
role; UNMIK Customs and now Kosovo Customs have managed Kosovo’s
‘international borders’, which are (or are not, depending on your political
stance) de jure Serbia’s international borders. They have also managed
crossing points between Serbia and Kosovo as if they were international
border crossings. In terms of performance value, this serves as a clear signal
regarding Kosovo’s status as an independent entity as the creation of a service
which manages borders suggests some form of sovereignty. The performative
value of border control can be seen in several conflicts, including Afghanistan
where much has been made of securing the Afghan–Pakistan border; the
ability of Afghan forces to do so without the assistance of NATO would widely
be perceived as proof that Afghanistan was a state capable of existing inde-
pendently. Chaflin (2006) takes these arguments further, arguing that
territories are now able to ‘purchase sovereignty’ through the e-customs
services and software packages. Kosovo’s installation of the Trade
Information Management System (TIMS), a software package that states can
purchase to help manage their customs procedures, is illustrative of this. In
the UCS era it was seen as bringing the customs service one step closer to being
a fully functioning, modern customs service, one step closer to EU compliance
and thus ‘worthy’ of becoming a sovereign state. 

For the guiding actors of the DSI, the desire to homogenise customs
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services around the world relates to customs’ essential role in both economic
and security goals which constitute a liberal peace. A modern customs agency
ensures the smooth functioning of global capital. In this sense customs reform
is part of the wider political project of global governance where ‘Reforms of
customs regulations, tax systems and the police are constantly being
demanded by the global governance missionaries’ (Hozic, 2006: 244).
Customs is also seen as a way of preventing the spread of organised crime to
Western Europe (Bruggman, 2001) and is further seen as another check
against the threat of terrorism in the post-9/11 world (Chaflin, 2006;
Heyman, 2004; Megoran, Raballand and Bouyjou, 2005; Walsh, 2006).
However, customs assistance has not always had the desired effect and besides
not bringing the expected economic benefits (Bartlett and Samardžija, 2000),
the agenda of installing a modern customs agency based on neo-liberal
economic assumptions could actually prove counter-productive in transform-
ing the smuggling facet of Kosovo’s political-economy. 

The neo-liberal policies on which modern customs and trade policies are
based could actually be a cause of the activities customs agencies are trying to
eradicate. While a modern customs service is meant to cut down on trade
barriers and facilitate trade, documents which prove the origin/value of
goods, and other details such as health and safety requirements, are biased
towards modern, advanced and established traders (Kaminski and de la
Rocha, 2003; Pohit and Taneja, 2003). In relation to transformation, this has
two effects. First, small traders, incapable of meeting the new standards, will
seek ways to circumvent control. Second, as Heyman’s research (2004) finds,
new automated clearance systems often rely on the reputation of the shipper
in question and favour elites who are in a position to build stronger relation-
ships with customs brokers. This is in a sense a de facto system of white listing,
allowing those with the economic, political and social capital to trade with
greater ease than the less well connected. In the case of Kosovo, the IMF notes
that despite the 0 per cent tariff on goods, high transport costs, difficulty in
providing proper documentation and even getting the proper license plates
has limited the ability of Kosovans to trade with the EU (Demekas,
Herderschee and Jacobs, 2001). What we find is that it is mainly those who
already have the resources and connections to formal trade channels that
benefit from the internationals’ modern customs service, many of these actors
having gained this ability through connections built up through the war
economy. Political-economic relationships have not been positively trans-
formed in the sense that economic opportunities remain neither fair, nor
transparent. Instead, the new modern customs regime solidifies and legitimis-
es previous political-economic power imbalances. So, while the DSI benefits
from increased control of trade, the benefits for small traders are limited and
the barriers which induce them to smuggle remain. Those who have been able
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to build up the required wealth and resources (in some cases through their
participation in the war economy), however, are able to meet the requisite
standards.

All of this activity and focus on the management of Kosovo’s borders, its
trade and thus its economy, points to a wider tendency within the interna-
tional development-security mission. The attempts to control the movement
of goods and people across this small territory illustrate ‘increasing efforts by
the United States, its allies and the international organisations it dominates to
micromanage the world system’ (Heyman, 2004: 322). Indeed, control of the
borders not only makes a strong statement about the status of Kosovo as an
independent entity, but is also a clear tool for the international community to
monitor the movement of goods and people across all borders, preventing
economic, political or social problems from arriving at their own borders. In
this sense, customs services are not necessarily created in order to transform
domestic political-economic relationships, but rather are created as a form of
containment with the primary goal being to protect the economies and
borders of powerful states. Moreover, the reform of customs services and
processes often do little to alter the political-economic structures which force
small-scale traders to circumvent customs controls and privileges those with
the required wealth, power and connections to meet the demands of global
regulations. This latter point again alludes to the willingness of guiding actors
within the DSI to allow for a capturing of development programming in order
to ensure stability and further their aims of a liberal peace. 

The issue of capture, as with all areas of reform addressed thus far, is
extremely important to address in regard to customs reform as it is in this area
that the potential payoffs for illicit activity and corruption are quite high. As
an executive power of the SRSG and with a team of international managers
focused on maintaining political neutrality in the service, UNMIK Customs
appeared to avoid systemic manipulation by Kosovo’s main political actors.
This is not to say that there have not been attempts by political interests to
interfere in the running of the service. In one case, the head of the UCS
removed several officers working at the Kosovo-Macedonia border crossing of
Blace due to suspicion over their involvement of smuggling at the crossing
point. This move resulted in a 40 per cent increase in collection at this partic-
ular crossing but also resulted in death threats against the head of the UCS, as
well as pressure by Thaçi’s PDK party to reinstate the officers (Hajdinjak,
2002: 36). At the beginning of the mission, there was also pressure from a
politician to allow him to make decisions regarding the hiring and promotion
of customs officers (I55). A strong stance was taken in both these cases by the
UCS with the refusal to renew contracts of certain individuals and the intro-
duction of transparent and strict hiring procedures which could not be
politically manipulated. 
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However, there are concerns that once the DSI loosens its controls on the
territory (both at the end of the UN mission and with the eventual withdraw-
al of the EULEX mission), the opportunity for politicising the customs service
will be seized. Consider the following exchange in 2006 during the time the
UN was working to extract itself from the running of the customs service:

Q: I’m interested in when you were saying that there was pressure on the customs
agency to appoint people that the politicians wanted, how is it that you were able
to resist that?

R: Because the powers in the customs legislation, made the Director General
responsible . . .

Q: So the politicians still can’t get their people into customs?

R: Who knows what will happen . . . If you look at the draft customs regulation,
law, drafted by the PISG . . . it changes all that, it puts all that under ministerial
control.

Q: And that’s the draft regulation. Any idea when that might come into effect?

R: Never we hope . . . we’ve got all the main legislation and its EU compliant. The
EU compliance and Kosovo Standards says ‘a service free of political interference’
so, legislation drafted in that way wouldn’t be EU compliant. But, it didn’t stop
them. (I55)

Concern over a potential politicisation in the future was also raised by a
Kosovan officer who expressed a desire for customs to remain an executive
power for as long as possible (I82). This wish seems partially fulfilled given
EULEX’s ongoing executive powers. And while EULEX can do little to prevent
any changes a future post-EULEX Kosovan government might make, the ever
present ‘carrot’ of eventual EU membership may encourage compliance in the
long term. 

In sum, customs reform has emerged as a useful tool for the international
community on several fronts. Because of the strong performative value of
securing state borders, success in this area of reform serves as a convenient
conditionality for post-conflict states being granted statehood or heightened
levels of status within the global community of states. It is an essential facet of
the control agenda that allows the DSI to recreate states in an image which
facilitates the preferred modes of global economic transaction. However, in
their quest for modern and well-policed borders the international community
may actually be pushing marginalised groups further towards illicit activity,
as it is often the most economically and politically well connected that are able
to meet the standards of modern systems of border control. As such, illicit
activity by one segment of the population may increase and the political
economic elite, including those who consolidated their power through war
economy participation, are again legitimised and rewarded as they are able to

146

Building a peace economy?

4062 building a peace economy_2652Prelims  25/11/2013  15:06  Page 146

Jenny H. Peterson - 9781526129376
Downloaded from manchesterhive.com at 05/25/2023 02:55:45AM

via free access



manoeuvre and control the system. However, from the case of Kosovo we see
that this latter problem, the capture by elites, has been controlled, at least to
some degree and on some occasions (though this has come at the cost of
ongoing control mechanisms by the DSI). Insofar as customs services have
been successful in this, they have aided in transforming political-economic
relationships in the territory and have laid the foundations for a future service
which will not allow the customs service to become a tool for past or potential
future war entrepreneurs. The sustainability of this development, however,
has been called into question by the 2011 border crossing disputes and the
reality that EULEX and KFOR have had to step in to prevent the border points
becoming a new focal point of political violence. 

Political, social and economic complexities: from understanding to practice 

While depoliticising customs services is a necessity given the fact that the
opportunity for political interests to capture revenue is high, ensuring a polit-
ically neutral customs agency does not necessitate detaching policy making
from political context. Other studies have noted the importance of history,
social linkages and politics in understanding informal and illicit trade
(Frannicevic, 1999; Hozic, 2006; Pohit and Taneja, 2003), suggesting that
any attempts to manage these forms of trade must also be cognisant of and
address such links. However, Chaflin argues that reforms often ‘reduce
customs work to a common set of administrative and technical problems,
rendering invisible historically and territorially situated interests and
struggles within and between polities’ (2006: 244). If Chaflin’s observation is
true, it would mean that political and social contexts are not being prioritised
or integrated into reform processes and that instead, policy has primarily
focused on the incentives which motivate individuals and groups to smuggle.
In other words, policy would be based on a series of assumptions which
underpin the rational choice (RC) approach detailed in Chapter 3.

This approach carries with it several further assumptions and policy
outcomes, the first being that high taxes and duties create an incentive to
smuggle and engage in corruption – traders unable or unwilling to pay such
fees engage in these activities in order to avoid charges which in turn exposes
customs agents to vast and profitable opportunities for corruption (de Wulf
and Sokol, 2004; Gatti, 2004). The logical solution is therefore to lower,
harmonise or abolish tariffs. Under this perspective, price differentials on
opposing sides of the borders are also believed to encourage smuggling
(Junninen and Aromaa, 2000). For example, a higher excise on tobacco on
one side of the border may encourage smuggling of tobacco products from an
area where excise taxes are lower. The logical solution would again be to
attempt to harmonise prices. Finally, the rational choice approaches also leads
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to beliefs that complicated customs procedures encourage smuggling
(Velkova and Georgievski, 2004). Here, the posited solution would be to make
customs procedures as simple and non-bureaucratic as possible. All of these
perspectives assume that reducing the payoff of smuggling will discourage
people from taking risks and presume that those engaged in illegal activity will
choose legal activities if given the chance or opportunity to engage in less
risky activity. Opening up the economy to these individuals by breaking down
trade barriers appears as a catch-all solution to the problem of illicit
economies. This approach has clearly not worked in Kosovo or elsewhere.
Given the failure of an RC approach, one must consider what an SPE approach
to this would look like, both in analytical and operational terms. Again, the
case of Kosovo illustrates some interesting uses and integration of a more
nuanced analysis in the area of customs reform.

Consideration of history, society and the functions of informality

Many factors influence the formation and continuation of smuggling, tax
evasion and related political corruption in the Balkans in general and Kosovo
specifically. Politically, both their socialist past as well as recent conflicts have
made countries in the region more susceptible to these forms of economic
activity. Socialist economies themselves were ‘rich in unofficial activities’
(Frannicevic, 1999: 121) as individuals and groups sought to circumvent
tight state controls and attain goods in short supply. In Kosovo, the shift from
a socialist-authoritarian system to a democratic-capitalist system of trade and
taxation must be also considered. This change was fraught with difficulties, as
the culture, modes and levels of taxes vary greatly between the communist
and capitalist system. Furthermore, similar to what was found in relation to
citizens’ trust in the judicial and security sectors, a lack of trust in authoritar-
ian regimes has also created a historical aversion to paying taxes to the state
(Ebril and Havrylshyn, 1999; Hors, 2001; Martinez-Vasquez and McNab,
1997; Torgler, 2003). 

The problem of convincing both businesses and society in general to
accept the processes of the new capitalist system was raised in several conver-
sations with contacts in the territory. One Kosovan interviewee described the
present situation as follows: ‘what exists is left over from communism, with
capitalism existing nearby’ (I43, emphasis added), illustrating how the transi-
tion to and acceptance of the new system is in no way complete. The wars in
Yugoslavia served to deepen and widen these tendencies as shortages of goods
created a great demand for smuggled goods and instability provided an envi-
ronment in which evasion of authorities was relatively unproblematic.
Furthermore, geographically, the Balkans has always proved to be site of
irregular trade. Its position between Europe and the Ottoman empire left it as
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an economic and political zone of conquest between the two powers and
competition between the empires left the region ripe for informal trade (Hozic,
2006). The modern Balkans retains many of the same characteristics:
‘Multiple borders . . . different taxation systems, numerous refugee and
diasporic communities all create a set of relations both within the Balkans,
and between the Balkans, Europe and Turkey which seem exceptionally
conducive to informal and illicit (contraband) trade’ (Hozic, 2006: 252).
These historical, political and geographical factors have contributed to the
reality of smuggling in post-conflict Kosovo. It is not simply the case that those
engaged in smuggling have made singular decisions based on conceptions of
risk and payoffs. These forms of activity are deeply embedded in the socio-
economic history of the territory. They are indeed what Duffield (2002b)
might call ‘actual development’: this type of economic activity may not fit
with the form of liberal, legalistic trade which the DSI would prefer, but it has
nonetheless become a very real and at times functional mode of development
for actors in the region, an issue which is addressed below and which will also
be returned to in the concluding chapter. 

The contextual approach to understanding smuggling points to several
different ‘functions’ of these economic activities. For example, crime and
smuggling serve a social function insofar as they play a role in defining 
and differentiating between groups. As a Kosovan journalist who investigates
and writes about organised crime in the region explained,

the phrase of ‘criminal networks’ is not used. They have links to relatives, or
people close to their party who have a business . . . it is not defined as organised
crime, because they would say ‘we’re organised family, we’re not an organised
crime, we’re an organised party’ or things like that, so there’s certainly no percep-
tion that this is a crime, and because it’s so common, it suits everybody’s discourse
to refer to it not as crime. They only refer to it as crime if it’s the opposite party. But
it’s never a crime, if it refers to their own side. (I50)

Criminality is a subjective category which actors often apply to others in an
attempt to differentiate (often pejoratively) between them. The politics, values
and norms of a society will impact upon who considers what activities illegal
and can be considered intrinsic to identity formation. In the case of Kosovo,
smuggling which supported the KLA has been considered by many to be a
‘noble cause’. As in other parts of Yugoslavia, it helped to narrow the gap in
military capabilities between a strong aggressor (Serbs) and weaker groups
who found themselves under attack (Croats, Bosniacs, Albanians). For these
reasons, some would not characterise this trade as criminal, illegitimate or
immoral. Andreas’s study on smuggling in the Balkans supports this stance,
suggesting that such activity is not simply a survival strategy, but in some
cases is viewed as a patriotic duty (2005: 343). In this way, one can see that
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conflict economies often serve a political function insofar as they help either to
physically equip forces combating what is viewed as an oppressive force, or
serve a performative function: participation in a war economy as an act of
defiance. And while it would be inaccurate to suggest that Kosovans are
averse to paying tax (the voluntary contributions to the 3 per cent tax as well
as the ‘Homeland is Calling’ fund provide ample evidence of the Albanian
population’s willingness to support public projects) or more accepting of crim-
inality, there is a lack of compliance with new systems and rules that requires
a more historically and politically grounded analysis.

The conflict also created a demand for goods and services which could not
be acquired through the normal legitimate channels. As such, smuggling and
untaxed informal trade has served a socio-economic function. During and
immediately following the hostilities, many parts of Kosovo remained in
almost total isolation, meaning that basic goods including food and hygiene
products were not available. Serbian enclaves were especially vulnerable as
getting humanitarian goods into those areas was particularly difficult for
political and security reasons. In response, Serbian traders would travel to
Serbia, purchase both basic and luxury goods, return to Kosovo and sell these
products in the enclaves. The grey and black markets have flourished in part
because small and medium sized enterprises were forced to find alternative
channels through which to deal with the supply and demand of local popula-
tions. While the profits were high for such activity, it cannot be denied that
these traders were indeed providing their communities with essential goods
that could not be attained through formal channels. 

In what ways has the UCS considered and integrated the above issues into
its programming? Has it depoliticised its programming in the ways that
critiques such as Chaflin’s have suggested? In relation to the programming of
the UCS one finds a mixed record. Approaches which mirror an RC perspective
on smuggling and fraud are clearly used (for example using the TIMS tech-
nology and altering tax policies). However, an acceptance and integration of
the SPE approach can also be found. In one case, a story was recounted
regarding a local prosecutor who had allegedly ordered that seized goods be
returned to a suspected smuggler. After being questioned, the prosecutor
admitted that the man involved had saved his life during the conflict and thus
he was, in a sense, repaying a favour. A customs official reflected on this case:
‘you can’t pontificate on the type of pressures that the locals have . . . No
human being is going to resist those pressures, unless he’s prepared to
separate himself from his community’ (I35). Furthermore, some actors
working within the area of customs reform accept that the history of socialism
as well as Kosovans’ tumultuous relationship with state officials under the
Milosevic era have shaped society’s view of customs and security officers.
Regarding the growth of the intelligence unit in the UCS, another senior
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customs officer conceded the fact that such units used to operate in secret
under the old, repressive regime and thus had left a legacy of suspicion of
official state intelligence operatives and that this has an ongoing impact on
public cooperation with customs officers in the area (I57). In direct response
to these issues, the UCS made public relations a priority in its work, utilising
the media for several high-profile campaigns, raising public awareness of the
role of customs and the dangers and problems of illicit goods. In the case of
customs reform, it appears that these contextual factors have been largely
recognised and that while maintaining a zero tolerance policy on corruption
within the service, attempting to gain compliance by those outside the
customs service has been approached with an acute awareness of time and
place. And while not perfect (problems with the customs service will be
considered in upcoming sections), the political and historical awareness illus-
trated in some of the UCS’s programming appears to have resulted in a more
balanced, flexible and wider range of programming than simple interdiction,
fining and prosecuting. It is interesting to compare the apparent ability of
actors to integrate contextual issues in this area of reform as opposed to in the
field of privatisation. While difficult to fully assess, it may be that as the inte-
gration of context in this customs reform programme did not threaten core
neo-liberal values (such as the need for privatisation itself) but rather sought
to integrate context in ways that would further the efficiency of trade and
economic growth, such flexibility was permitted.

Ongoing political disputes: barriers and cooperation

The unresolved conflict within Kosovo between the two largest ethnic groups,
Serbs and Albanians, has had a strong impact on the other areas of reform
addressed in this book, with members of the DSI managing this ongoing
conflict in various ways. In regard to customs reform, the ongoing tensions
within the territory and their effect on transformation largely come into play
in terms of the ability of the UCS to operate in the northern, Serbian-
dominated region of Kosovo. Consider the following exchange in 2006 with a
senior customs officer 

Still the big problem is working in the area of the north. [It] is not so safe, we are
not so comfortable send[ing] Albanian officers to work up there . . . all the stations,
all the gates are staffed with Serbian officers . . . and we hear this from officers
amongst those working up there, that there is a feeling that this is their last stand,
[that they should] grab something, as much as they can because after independ-
ence obviously no one feels that they are going to be staying . . . they just simply
feel that they don’t belong to here and that they will not work for an independent
Kosovo agency . . . Because it’s called ‘UNMIK’ so far, OK, but if it becomes inde-
pendent, they won’t work for it . . . we had this restructuring within the service,
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new units, of course you get new managers in higher posts, some of the officers
who wanted to apply were under big pressure by some of their colleagues . . .
because of this reason: ‘Why? Why do you want to get promoted? Do you feel that
you belong to this service? We’re here only temporarily’. (I82)

The details from the above exchange provide valuable insight into effects of
the ongoing ethnic problems in Kosovo. It appears that having a customs
agency run under the banner of the UN allowed Serbs to participate, at least
in a limited way. However, the tension between the two sides has never been
substantially resolved, and has in turn led to serious ramifications as the UN
began the passing over of competencies to the Kosovan-led customs service.
As this occurred we saw the resurfacing of ethnic tensions, with Serbs not
recognising the new KC service. As noted, when the government accused
Serbian security and customs agents of not implementing customs controls,
they attempted to ‘retake’ these crossings, resulting in violence and a renewal
of international executive control mechanisms. In this case, there has been a
regression in terms of peacebuilding and transformation, with what some
might classify as a return to the 1999 status quo at the northern border.

In relation to this, we see that the issue of ethnicity not only affects the
running of the customs service, but also the behaviours it is seeking to
eradicate. Regarding smuggling in the north of the territory, one respondent
observes: ‘it stems really from the polarised political positions where UNMIK
are the army of occupation. So it’s quite all right to subvert. Within that
general sort of civil disobedience situation, the racketeers are taking
advantage and using it as a smokescreen’ (I35). As noted earlier, during the
conflict and its immediate aftermath, there was a certain degree of acceptance
of otherwise illegal activity insofar as it contributed to the political objectives
of the group, or provided a welfare/economic function. In the same way, in the
post-conflict phase, the perception by some segments of society that UNMIK
and the post-independence Kosovo institutions are occupiers has legitimated
smuggling in some circles. Unresolved ethnic tensions are therefore having a
twofold effect on the ability of customs agencies to transform political-
economic relationships in the region. It is creating a problem with corruption
and control within segments of the service and has created barriers to
managing trade in Serbian-dominated regions as the minority population
question the authority of the service itself. However, unlike the situation
discussed in the previous section, where we saw that customs was able to
employ a certain degree of flexibility and creativity in its programming when
contextual issues were at play, dealing with ongoing ethnic tensions within
the territory rests beyond the competencies of the customs services, leading to
violence, an uneven ability to apply customs law and a return to externally led
mechanisms of control. 
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The internal disputes between groups within the territory represent only
one level of continued tension. Kosovo continues as a source of conflict
between powerful liberal actors on the one hand and Serbia and its supporters
on the other. Other research would suggest that this should be a major
hindrance to effective border control – a study on smuggling in Kyrgyzstan
has noted that the unresolved border disputes of Uzbekistan and Tajikistan
has been central in facilitating the drugs trade in the area (Madi, 2004). One
would similarly expect that there would be difficulties in cooperating with
regional counterparts. However, a lack of status did not prevent the UCS from
participating in regional or international customs regimes or from forming
cooperative relationships with neighbouring countries. While there were
tensions with the Serbian authorities in the first few years of the mission,
cooperation with Serbian customs authorities normalised near the middle of
the UNMIK era, and there appeared an open and functional exchange of infor-
mation between the two services despite political disputes. Due to the financial
and security implications involved, it has been suggested that ‘the level of the
smuggling has actually led to increased cooperation with the authorities in
Serbia’ (I35). In this case, despite the larger political issues at hand, customs
officials were able to identify common goals with their Serbian and regional
counterparts, creating functional and effective avenues for cooperation. 

Of course, many of the initial contacts with relevant organisations and
their representatives as well as resultant agreements were facilitated by inter-
nationals and on behalf of the UN mission causing concerns over the
sustainability of such agreements. The point remains, however, that the UCS
successfully manoeuvred the larger political issue of status in some instances.
Unlike other areas of reform, it did not treat the wider conflict with the Serbian
state as something which constrained it from acting (as was witnessed in the
rule of law reforms where there was a refusal to set up certain ministries and
codes). But it was also recognised that the conflict with Serbia and Serbia’s
concerns could not be ignored (as witnessed in the privatisation process). This
illustrates both an acceptance and integration of the wider political issue into
policy, which at least in the short term allowed for increased ability in terms
of dealing with the wider geographical facets of transformation. 

Contributions and resolutions: the DSI’s problematic dual role

This chapter has up until now considered the role of the DSI in transforming
political-economic relationships through an internationally managed
customs service. However, it is important to also highlight the role which the
DSI has played in the creation and continuation of illicit and illegal economic
activity linked to conflicts. Although the role of the DSI in terms of the contri-
butions of security actors and those involved in privatisation has been
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explored in previous chapters, other examples which impact specifically on
the illegal modes of cross-border trade faced by customs services specifically
are worthy of further discussion. Examples of the DSI’s contributions to the
political-economy in Kosovo which have affected the operations of customs
agencies range from the general to the specific. In general, the effects of the
international sanctions against Yugoslavia need to be considered. The role of
the international embargo against the Milosevic regime in the 1990s in the
creation, enrichment and entrenchment of criminal activity and groups in the
Balkans is well documented (Hajdinjak, 2002; Stanchev, 2004; Velkova and
Georgievski, 2004). Insightful research by Andreas (2005) and Crawford and
Klotz (1999) provides a taxonomy of the criminalising consequences of
sanctions on several sectors of society. Detailing the impact of sanctions in
both the sanctions and post-sanctions period, they uncover and describe the
pervasive criminalising impact of sanctions across state institutions, the
economy and civil society, both within states and across regions. 

Sanctions, both during the period of conflict and in the post-conflict phase
once sanctions are lifted, impact heavily on the political-economy of the locale
and the region, encouraging individuals, groups and societies to engage in or
accept illicit economic behaviour. Further, actors from several EU member
states or allies are known to have openly flouted international sanctions
including Greece (The Economist, 1998) the former Yugoslav Republic of
Macedonia (The Economist, 1994a) and Bulgaria (Andreas, 2005). Oil from
Croatia is believed to have crossed the front line (The Economist, 1992a) and
banks in Cyprus allowed profits from sanctions-busting to be stored in offshore
accounts (Andreas, 2005). In these two general ways, the creation and then
busting of sanctions by international actors, we can see that the dynamic of
the war economy in Kosovo has a wide geographical reach. While the current
customs services can do nothing to change what occurred in the past, it is
these services that must now address the legacies of such activity. Not only
should these dilemmas be considered in future decisions regarding the appli-
cation of sanctions, but they also suggest that the tendency to demonise
groups in the Balkans, and specifically Kosovan Albanians, for their partici-
pation in smuggling needs to be redressed given the scale of involvement of
supposedly ‘reputable’ external actors.

In terms of specific contributions, examining just one illicit commodity is
illustrative. Three issues can be noted, all relating to cigarettes. The first
involves one of the key international institutions tasked with ensuring
security and building peace in the territory. At one point, an estimated 5–10
per cent of illegal cigarettes in Kosovo were believed to have entered the
market via KFOR (UCS, 2005). Referred to as ‘KFOR leakage’, there were
several ways in which these untaxed cigarettes entered the black market. In
some cases, KFOR troops themselves were believed to be selling tobacco
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products on the black market. In one case, customs officials found a valid
import certificate accompanying an illicit shipment of tobacco destined for the
black market. The certificate stated that the shipment contained food for
KFOR troops. In this case, the contractor that was being used to supply goods
to KFOR abused their position as a trusted supplier and attempted to use the
KFOR exemption to smuggle cigarettes into the territory. These examples
raise two points concerning the use of customs in transforming war
economies. First, international agencies often call for a reduction in tax
exemptions as a way to reduce customs fraud. In Kosovo (as in other interna-
tional missions), goods destined for development or humanitarian purposes or
personnel are, paradoxically, exempt. In granting itself such an exemption,
the DSI has itself created an opportunity for would-be smugglers. Second, the
above example calls into question the idea of using ‘white lists’ – allowing pre-
screened importers, exporters and contractors to move through customs
points with greater ease. If contractors for the most powerful military-security
alliance in the world, NATO, are able and willing to manipulate the system in
such a way, the use and effectiveness of white lists must be called into
question. Research conducted in Uganda would also support a cautious
approach regarding the effectiveness of white lists – audits there found that
nearly 70 per cent of customs invoices are falsified, including documents from
reputable firms (de Wulf, 2004: 121, emphasis added). 

Other specific examples of international actors contributing to dysfunc-
tional political-economic relationships involves private corporations, who are
increasingly being seen as partners in international development and security
policy. In 2000, the EU launched a lawsuit against two of the world’s biggest
tobacco producers – Phillip Morris and RJ Reynolds. Each of these companies
is accused of knowingly exporting quantities of cigarettes to Montenegro that
far outstrip domestic demand and have therefore been seen as being partly
responsible for the smuggling of cigarettes throughout Europe (Hajdinjak,
2002: 41; Hozic, 2006: 251). Finally, the raising of excise taxes in developed
nations, in this case the rise in excise tax on tobacco in the UK, is also consid-
ered as a factor in the increased rates of smuggling in Eastern Europe (van
Duyne, 2003) as the payoff for those willing to take the risk of smuggling
increases as foreign actors alter their own tax policy. These examples suggest
the need to widen analyses of the geographical scope of war economies and
their related structures. The customs services in Kosovo can do nothing to
influence the importing and exporting strategies of MNCs such as big tobacco
firms or the tax policies of foreign governments. Therefore, in order to support
the customs services in their attempts to eradicate smuggling and cross-
border crime, the DSI must contemplate the use of stronger measures against
other supposedly legitimate foreign actors. 
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The practicalities of internationally led customs reform

A common set of operational problems affecting all areas of transformation
has already been discussed in previous chapters, and while many of these
same operational impediments are evidenced in Kosovo’s customs reform
process, several issues are worthy of further discussion. The first point for
discussion is actually an illustration of policy success – as noted, the number
of internationals in the UNMIK customs service has been relatively low
compared to other programme areas considered in this research and there has
been a high degree of continuity in terms of ex-patriot staff, with several inter-
national staff remaining for years rather than months. In addition, the
international management was largely British. This is not meant to suggest
that UK customs officers are necessarily superior to customs officers from
other nations, but to suggest that the continuity offered by having a single
nationality willing to make a long-term contribution likely led to some of the
success within the agency. 

While coordination with regional counterparts has been addressed in the
previous section, another concern in large international missions, such as
UNMIK, is coordination with other internal bodies working on similar issues.
Transforming political-economic structures requires concerted and coordi-
nated efforts by several institutions: the judiciary, security services,
privatisation agencies and customs service all bear responsibility for dealing
with smuggling, organised crime and related activities. The work of each of
these institutions impacts upon the effectiveness of the others. A large barrier
to dealing with the underground economy and smuggling in the territory,
especially in the early years of the post-conflict era, was an ineffective
judiciary and limited cooperation with the police. The judiciary was for
several years either unable or unwilling to prosecute certain cases brought to
it by the UCS and the initial laws regarding smuggling were often insufficient
(though these were improved near the end of the UN mission by an EU
compliant customs code). That these were not in place and implemented for
several years contributed to a failure to manage political-economic crimes in
the short term. In some cases, it appeared that prosecutors were even
unaware that the UCS had the authority to bring criminal charges. Regardless
of how successful customs is in investigating and tracking organised crime
groups or other forms of economic crime, poor cooperation or coordination
with the police and the judiciary could render many achievements of the
customs agency worthless. The cultural, operational and attitudinal barriers
between judicial, security and customs institutions need to be addressed in
order to create synergistic and thus more effective relationships. Investing
heavily in a customs agency whose successes could prove futile due to an
under-investment or delay in the creation of a properly functioning judiciary
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is problematic. This points to the need to ensure cohesive, balanced and
properly sequenced programming in international missions in order to ensure
that institutions complement each other’s work as opposed to constraining it.

Calls for Kosovo’s status to be determined by the end of 2007 forced the
UN to begin preparations for its own departure, a process which was
quickened following Kosovo’s declaration of independence and the entrance
of a less powerful EU mission. As noted in the previous two chapters, a quick
end to the mission raised concerns about the sustainability of programmes as
local institutions and actors were not given adequate training in key areas, or
given time to ‘stand on their own feet’. And while the departure of interna-
tionals from the UCS was less obvious in terms of the number of personnel,
there are concerns that the transition may have been occurring too quickly.
As one staff member admitted, ‘the oversight mechanisms don’t work . . .
We’re building an investigative capacity, but again . . . They just haven’t got
the flair for investigative work, we’re chucking them in too far into the deep
end. We’re teaching them to swim by chucking them in at the deep end, we’re
not teaching them to swim properly’ (I35). Another officer agreed, arguing:
‘Things are going quickly and I think that they are going a bit quicker than
they should . . . Especially now . . . with the establishing of these new units . . .
I think we need the international presence a bit more. They have experience
on this’ (I82). This quick exit strategy again points to the issue of sustainabil-
ity. The DSI cannot and should not remain in Kosovo indefinitely. However,
leaving institutions incomplete, in the dying months of the mission, is an inef-
fective manner in which to transform institutions. In order to create
sustainable structures which have the full capacity to deal with smuggling
and other related forms of fraud and crime, institutions require a smooth,
coherent and stable plan with a rational and well-considered exit strategy. In
the case of Kosovo’s customs services, it appears this issue was recognised and
managed with the EU transitioning in while the UN transitioned out. This does
not necessarily solve the issue of sustainability, as the new EU contribution to
KC is actually larger in terms of numbers of international staff than in the
former UCS, although with a strong focus on mentoring and advising from the
start of the EU Customs Component mission, there is potential for a longer
term impact.

Assessing the role of customs reform in transformation

The use of customs reform as a tool of global governance, underpinned by neo-
liberal attitudes to trade and modernity, has the potential to increase
smuggling and illicit trade as smaller and informal traders are unable to meet
the requisite standards put in place by the new customs and trade regimes.
Related to this, those traders already in a position of power are advantaged by
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these regimes. As many of these traders acquired their position in society
through their engagement with the war economy, these policies of moderni-
sation are justifying and legitimising such positions and consolidating the
political-economy of conflict instead of transforming it. However, in terms of
the customs service being used as a political tool, in the case of Kosovo the UN
administration was somewhat successful in creating and maintaining a polit-
ically neutral customs service. Several examples illustrate, however, efforts by
domestic actors to shape the customs service to their own ends and raise
serious concerns over the independence of the service in a post-UNMIK phase.
This threatens the long-term effectiveness of transformation in Kosovo and
has led to ongoing control mechanisms by actors such as the ICO and EULEX.
Still, it shows that preventing the capture of post-conflict reforms is possible,
at least in the short term and in some instances. That this has occurred in the
customs services is particularly telling, given that this is one of the reform
areas where capture and corruption would be most likely and would be
accompanied by quite high payoffs.

Incidents of smuggling, fraud and corruption with which the customs
services must engage, however, are never simply an issue of risk and payoff
and are rooted in both history and ongoing political tensions. The creation of
an apolitical service that is still politically aware is a goal that all areas of post-
conflict reform should seek to achieve but rarely do. What can be taken from
the case study of customs reform in Kosovo is that flexibility and creativity in
dealing with some issues from the past are possible. Achieving the same
balance in terms of current political disputes often proves more difficult, but
even in this regard there are contradictory conclusions. In the case studied
here, while dealing with ongoing internal tensions (with ethnic Serbs in the
north of Kosovo) has proved difficult for customs services, they have managed
to manoeuvre the external political tensions (with the Serbian state, border
guards and other regional actors) more effectively, increasing their ability to
address the regional characteristics of the war economy and related post-
conflict smuggling. It appears that the common ground of needing to fight
criminality and smuggling provided a context in which the Serbian state,
Kosovan government and international actors were able to put aside the
wider political disputes and cooperate to a common end. This suggests, inter-
estingly, that if the problem and legacies of war economies are effectively
presented as a common threat to competing sides, they can actually facilitate
good relations and negotiation – perhaps one of the few advantages to the war
as crime discourse.

However, what has been missed in terms of policy responses is the
addressing of the contributions of the DSI itself to war economies and their
post-conflict legacies. The scale, both geographical and temporal, of the
analysis of the political-economies of violence is extended by a discussion of
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the role of the DSI and its policies in the creation and sustaining of dysfunc-
tional political-economic structures such as smuggling. In this case, the
overall criminalising effect of sanctions during the Balkan wars, along with
the more specific activities of actors such as KFOR and large tobacco
companies, lay outside the remit of the customs services. This suggests the
need for a broader range of policies and calls into question the problem of the
DSI itself setting the transformation agenda. Regarding the agenda as it
currently stands, research on a range of generic criticisms harboured against
the development-security programming reveal a mixed conclusion. In the
case of the UCS, it appeared that some of the concerns were unfounded,
namely in terms of critiques regarding international staff diversity and
capacity, though the problem of coordination between institutions in large
post-conflict missions, as well as the problems associated with rapid exist
strategies, were still found to have a negative effect on customs operations, as
was seen in other reform areas. The solution to this last problem has been
temporarily resolved by a new robust mode of DSI intervention in the form of
EULEX, but one must question whether further technologies of control are the
most effective strategy in the long term. These findings, taken together with
the conclusions of previous chapters, point to serious problems but also inter-
esting opportunities in terms of the way the DSI is conceiving of and
attempting to transform war economies in post-conflict settings. No single
institution can be held responsible for failures to transform these economies
and as the next chapter will show, comparison of these three central reform
areas reveals both contradictions and common themes which provide both
critiques of and possibilities for improvement in the field of war economy
transformation.
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Building a peace economy?

Table 7.1 DSI engagement with customs reform and the impacts on war economy
transformation

Plane Characteristic of DSI Impact on transformation

Ideological Customs reform as a key A key element of the agenda of control,
strategy in the installation effective customs reform a carrot/stick but
of a liberal peace as it confirms has not increased sustainable development.
traditional and desired forms
of statehood which facilitates Requirements of new modern system favour
global trade and stability. the already powerful (de factowhite listing).

Those who cannot meet new standards
pushed further towards informal/illegal
methods.

In Kosovo, limited evidence of capture but
continued efforts by operational actors to
limit this depends on short-term control
mechanisms; serious concerns over long-
term capture once missions end.

Conceptual Rational choice approach Evidence of RC approach, limits effective-
sees actors engaging in cost- ness of reform. Unresolved conflicts 
benefit analysis when threaten the gains made in anti-
making decisions on smuggling and corruption initiatives.
smuggling or committing
fraud/corruption. Kosovo case reveals some historical/

political issues effectively integrated
into policy.

This depoliticisation believed Possibility of creating common ground
to result in technocratic between conflicting parties via war
policies focused on altering economy/crime discourse.
cost-benefit/risk ratios or
increasing technological
ability to detect illegal
activity.

Operational DSI actively contributes to Sanctions/sanctions-busting increase 
political-economy of conflict. criminality of economy. Many developed 

countries implicated.

Foreign troops, MNCs and tax policy of
other  states also increase smuggling and
incentives. Calls into questions white lists
as well as tasking a local institution with
transforming international political-
economic relationships.
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Customs reform

Table 7.1 continued

Plane Characteristic of DSI Impact on transformation

Operational limitations. Staffing/coordination problems limited by
lead nation approach, however, problems
in coordination with security services and
judiciary highlight need for better inter-
institutional coordination and sequencing
of priorities.

Quick exit strategies may result in the loss
of short-term gains as domestic actors lack
investigative/managerial skills needed for
long-term transformation.
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