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The Dinar Dilemma

Introduction

The recent ban on the use of the Serbian dinar in Kosovo has created new tensions
within the country, highlighting the complex socio-political dynamics in the region.
This measure, announced by the Kosovo government, has met with resistance from
the local Serbian community, therefore creating ongoing ethnic and political
challenges.

According to the Kosovo Government, the ban on the Serbian dinar, was introduced
as an effort to reinforce its sovereignty and reduce the influence of Serbian
financial systems within its borders and as a broader strategy to integrate the Serb
minority into Kosovo’s legal and economic frameworks. However, this move has also
been seen as a provocative move that threatens the fragile peace between the two
communities.

The use of the Serbian dinar in Kosovo, particularly in Serb-majority areas, has
been prevalent due to historical ties and economic convenience. As Al Jazeera
reported, Kosovo's partial acceptance of a US proposal regarding the dinar
highlights the international community's involvement in mediating this issue (Al
Jazeera, 2023). The transition away from the dinar is expected to impact local
economies, especially in northern Kosovo where the Serb population is
concentrated.

The ban has led to heightened tensions, with many ethnic Serbs feeling targeted by
the Kosovar government’s policies (RFE/RL, 2023). As Radio Free Europe/Radio
Liberty detailed, the response from the Serb community has included public
resistance, risking further destabilization in the region. This move has also garnered
criticism from Serbian officials, who view it as an infringement on the rights of
ethnic Serbs in Kosovo.

The international community, including the United States and European Union, has
been actively involved in addressing the fallout from the dinar ban. The Voice of
America highlighted that diplomatic efforts are ongoing to mitigate the crisis and
promote dialogue between Kosovo and Serbia (VOA, 2023). The situation
underscores the delicate balance of power and the need for continued international
mediation to ensure long-term peace and stability.

This paper will explore the various dimensions of the "Dinar Dilemma,” examining
the historical context and reasons behind the ban, its economic implications, and
the social and political challenges it presents. It will analyze the reactions from



The Dinar Dilemma

different stakeholders, including local communities, governments, and
international actors, and assess the potential paths forward. By delving into these
aspects, the paper aims to provide a comprehensive understanding of the
complexities surrounding the ban on the Serbian dinar in Kosovo and its broader
implications for regional stability and integration, and specifically how this will
affect the further normalization of relations between Kosovo and Serbia.
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Problem Statement

The Kosovo Government's Perspective

From the perspective of the Kosovo government, the use of the dinar within its
borders is seen as a direct challenge to its sovereignty and authority. Kosovo,
which declared independence from Serbia in 2008, has sought to establish itself as
a fully autonomous state with a unified legal and economic system. The euro,
adopted as the official currency, symbolizes this move towards integration with
European and global markets. However, according to them, the continued
circulation of the dinar, particularly in northern Kosovo, undermines these efforts.

The government's decision to ban the dinar is therefore rooted in a desire to assert
control and reinforce the country’s independence. By eliminating the dinar from
circulation, the authorities aim to standardize economic transactions, reduce
informal and unregulated financial activities, and bring the Serbian-majority areas
more firmly under Kosovo’s jurisdiction. This move is also intended to facilitate
economic stability and growth by aligning the region more closely with
international financial standards. According to Kosovo’s Prime Minister, Albin Kurti
“The Kosovo Government do not want to punish anyone, but only to bring legality,
constitutionality, and order to the north of Kosovo and everywhere where there are
Serbs in Kosovo.

However, this policy has not been without controversy. The sudden enforcement of
the ban, without providing sufficient alternatives or support mechanisms for those
affected, has been criticized for its heavy-handedness. The Kosovo government
faces the difficult task of balancing the need for state-building with the realities of
a diverse and divided society, where many feel marginalized or resistant to
centralized control.
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The International Perspective

The international community, particularly the European Union and the United
States, has played a crucial role in mediating between Pristina and Belgrade and in
guiding Kosovo’s post-independence development. These international actors have
recognized the importance of addressing the dinar issue, viewing it as a potential
flashpoint that could increase existing tensions between Kosovo and Serbia, and
between Kosovo’s government and the Serbian community living in Kosovo.

The EU and the US have consistently advocated for a resolution that respects
Kosovo's sovereignty while also being sensitive to the needs and identities of its
Serbian population. They have called for dialogue and compromise, emphasizing
that any solution must be inclusive and protect the rights of all communities
involved. There is also a recognition that the enforcement of the ban on the dinar
should be accompanied by giving an economic support and transitional measures to
ensure that the Serbian community is not disproportionately affected.

The QUINT ambassadors stated: “We are concerned about the impact of the
regulation, particularly on schools and hospitals, for which no alternative process
appears to be applicable at the moment. The regulation will also have a direct
impact on the daily lives of the overwhelming majority of Kosovo Serbs who receive
payments or financial aid from Serbia”. This statement shows that the QUINT
ambassadors are advocating for a cautious, well-communicated approach to
implementing regulations that affect the Serbian community in Kosovo,
emphasizing the need for dialogue and careful consideration of the broader social
and economic impacts.

The Serbian Community's Perspective

The Kosovo Serbian community has faced substantial challenges due to the ban, as
many have relied solely on the dinar for their livelihoods. This ban has left them
without access to alternative financial resources or support systems, raising their
economic problems. This situation has led to resistance and has heightened
tensions between the Serbian community and the Kosovo authorities, with many
feeling that their needs and rights are being disregarded.

The lack of readily available alternatives to the dinar has further complicated the
situation. Many Kosovo Serbs struggle to navigate the new financial landscape,
facing difficulties in accessing banking services, making payments, and engaging in
economic activities. This has created a sense of insecurity and frustration, as the
community deals with the loss of a familiar and trusted system.
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The issue highlights the delicate balance that must be struck in resolving this
matter. While the Kosovo government is focused on reinforcing its sovereignty and
creating a unified economic system, the international community stresses the need
for a solution that does not alienate the Serbian community. It is essential that any
resolution addresses the economic vulnerabilities of the Kosovo Serbs and provides
them with viable alternatives, ensuring that their concerns are not overlooked in
the pursuit of broader political goals. The path forward requires careful
negotiation, with an emphasis on protecting the rights and well-being of all
communities involved.



The Dinar Dilemma

Analysis

The recent political developments surrounding the ban on the Serbian dinar have
had significant economic and social consequences. The Kosovo government's
decision to enforce the ban has disrupted the daily lives of those in Serbian-
majority areas, who now face substantial difficulties in accessing their funds.
Previously, people could easily obtain dinars from local ATMs or receive their
salaries in North Mitrovica. According to Mrs. Milica Andric Rakic, now, they must
travel across the border to Serbia, often covering long distances, to withdraw
money or make payments. This situation is particularly challenging for those
without access to e-banking, such as pensioners and low-income families, who have
now more economic problems due to their reliance on cash.

The impact on economic activities has been profound. The decrease in cash flow
within Serbian-majority areas has led to the closure of small businesses and shops,
weakening an already fragile private sector. According to Mrs. Andric Rakic, this, in
turn, has increased the dependency of the Serbian community on salaries from the
Serbian public sector, exacerbating their economic vulnerability and reducing their
financial independence. The strain on local businesses has also affected Albanian
businesses near Serbian-majority areas, leading to a broader economic downturn in
these regions.

Politically, the dinar ban has added another layer of tension to the already strained
relations between Kosovo and Serbia. According to Mrs. Andric Rakic, while the
dinar issue alone may not have immediate regional implications, it has the
potential to escalate tensions within Kosovo, particularly as the country
approaches elections. If not addressed, the issue could lead to a major security
escalation, with possible repercussions for the broader Balkan region.

The economic impact of the dinar's usage in Kosovo's Serbian-majority areas is
multifaceted. On one hand, it has allowed the Serbian community to maintain a
connection with Serbia's economy, facilitating trade and providing a sense of
economic security. On the other hand, the reliance on the dinar has created a
parallel economic system that undermines the integration of these areas into
Kosovo's broader economic framework.

The use of the dinar has significant implications for trade, particularly as it affects
the flow of goods and services between Kosovo and Serbia. The ban has disrupted
this flow, making it more difficult for businesses in Serbian-majority areas to
operate smoothly. The pension system has also been affected, with pensioners now
facing additional challenges in accessing their benefits. Employment is another
area where the dinar ban has had a significant impact. With many Kosovo Serbs
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employed by the Serbian government and receiving their salaries in dinars, the ban
has created uncertainty and instability.

Businesses and individuals have had to adapt to these changes, sometimes having
personal and financial costs. According to Mrs. Andric Rakic, the closure of small
businesses has further reduced the economic opportunities available to the Serbian
community, leading to increased unemployment and economic insecurity. The lack
of access to alternative financial resources has also made it difficult for individuals
to meet their daily needs, leading to a sense of frustration and alienation.

The dinar issue is also intertwined with the ongoing Brussels dialogue between
Kosovo and Serbia. Although it is not the sole factor affecting the dialogue, it is
one of many unresolved issues that contribute to the overall instability in Kosovo.
The lack of progress in the dialogue reflects the broader challenges facing both
Kosovo and Serbia, as they struggle to find common ground on key issues.
Externally, the currency issue has affected Kosovo's diplomatic relations with the
international community. The enforcement of the dinar ban has raised concerns
about Kosovo's ability to manage its internal affairs and maintain political stability.
The international community, particularly the European Union and the United
States, has called for a resolution to the issue, emphasizing the need for a
balanced approach that respects Kosovo's sovereignty while also addressing the
needs of the Serbian community.

Conclusion

The ongoing use of the Serbian dinar in Kosovo highlights the challenges that come
from a complex history and unresolved issues between communities. The Kosovo
government's decision to ban the dinar was meant to strengthen its control over
the economy and assert its independence. However, this decision has led to
significant problems, especially in areas where the Serbian community is the
majority.

For many Kosovo Serbs, the ban has made daily life much harder. They now have to
travel to Serbia to get their money, which is not only inconvenient but also costly
and difficult, especially for older people. Local businesses are also suffering
because there is less cash available to spend, causing some to close down. This has
made these communities even more dependent on support from Serbia, rather than
integrating them into Kosovo's economy.

The issue of the dinar ban is not just a local problem; it has wider effects on the
relationship between Kosovo and Serbia. It has added another layer of tension to
the already difficult talks between the two countries, making it harder to find
common ground. The situation also risks causing more instability in the region, as it
deepens the divide between the two communities.
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The role of the international community is important in finding a solution. While
Kosovo wants to assert its sovereignty, it also needs to consider the needs of the

Serbian community within its borders. Finding a balance that respects both
Kosovo's independence and the economic and cultural needs of its Serbian
population is key to avoiding further conflict.

In conclusion, the dinar ban in Kosovo shows how difficult it can be to build a
unified state after a conflict. It highlights the need for ongoing dialogue,
compromise, and international support to ensure peace and stability in the region.
Addressing the immediate problems caused by the ban and working towards greater
integration of all communities in Kosovo is essential for a peaceful future.
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Recommendations

Engage in Dialogue with the Community

The Kosovo government needs to initiate and maintain open dialogue with
the Serbian community in Kosovo. Understanding their needs, concerns, and
the specific challenges they face due to the dinar ban is crucial. This
dialogue should involve local leaders, community representatives, and civil
society organizations to ensure that all voices are heard and considered in
the decision-making process.

This could be done by establishing regular, localized forums in Serbian-
majority areas like North Mitrovica, Leposavi¢, and Zvecan where community
members can express their concerns directly to government representatives.

! Develop Economic Solutions for the Community

The Kosovo government should explore and implement economic policies that
address the immediate and long-term needs of the Serbian community. This
could include creating job opportunities within Kosovo’s institutions and
ensuring that the community has access to essential financial services within
Kosovo. These efforts should aim to reduce economic dependence on Serbia
and help integrate the community into Kosovo’s economy.

To help this, the government can create a fund specifically for small
businesses in Serbian-majority areas that have been negatively impacted by
the dinar ban. Provide microloans, grants, and training programs to help
these businesses adapt to the new economic environment.
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Strengthen Diplomatic Efforts:

The Kosovo government should also seek to strengthen diplomatic efforts,
both within the region and with international partners, to address the
broader implications of the currency issue. Working with the EU and other
stakeholders to find a mutually acceptable solution will be key to reducing
tensions and ensuring regional stability.

Support Community Integration:

Finally, long-term efforts should focus on integrating the Serbian community
more fully into Kosovo's social, economic, and political life. This includes
offering educational opportunities, supporting cultural exchanges, and
creating platforms for interethnic dialogue. Building trust and cooperation
between communities will be essential for a peaceful and stable future in
Kosovo
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