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Abstract

This paper serves as an attempt to shed more light on the impact of Al within the labor market context of Kosovo. It remains an
important attempt due to the very limited body of research in an objectively nascent area of research. The research for the needs of
this paper utilizes a mixed methods research as to best represent the current situation. The paper relies heavily on secondary
sources and document review from reputable authors and organization, but graphs and tables have been added too. It must be
noted that most of the research is a product of important and recent data carried by reputable local and international organizations.
The paper has been able to come up with several relevant conclusions regarding the impact of Al on the labor market of Kosovo. Al
in the context of Kosovo could be perceived as both beneficial and somehow threatening. Specifically, it could enhance the
possibilities for the current young and tech-savvy population, but it could also endanger their older and less skilled counterparts. In
the end, the effects for labor market of Kosovo are rather unclear, but could be steered in the right direction with the right response.

Keywords: Artificial Intelligence, Labour Market, Kosovo, Automation, Employment, ICT Sector, Digital Transformation, Skills
Development, Inclusion

1. Introduction

Artificial intelligence remains one of the most transformative tools of the twenty-first century with the potential to shape
economies and societies in general. Not only a digital tool, Al is also having an important impact on how labor markets
are operating and is increasingly changing the complex forms of human labour. According to several reports, there is
relevant transformation already underway and there are tangible effects on aspects such as employment structures,
wage distribution and productivity (Stanford; HAI, 2025; IEDC, 2023). The effects of artificial intelligence remain diverse.
First, there is growing evidence for the impact of Al on the labor market. As per the ILO, one in every four workers risks
being replaced by the Al to some degree in their daily work activities (Baftiu, 2025). There are some sectors in which
humans have been replaced by machines, while in others Al has led to job creation, new occupational categories and
greater efficiency. In this regard, more advanced economies are currently more concerned on how to manage this rapid
transition and how they can ensure inclusivity. However, less advanced economies tend to be negatively affected by the
growing Al as there is a considerably smaller capacity to handle shocks and most importantly to redirect the workers to
new opportunities (EPC, 2024; ECB, 2025)

The particular socio-economic situation of Kosovo remains an attractive environment for the study of the impact of
artificial intelligence on the labour market. While there has been improvement, there is constant struggle with high
unemployment rates, particularly among women and young people coupled with a relatively low labour force participation
(IMF, 2025a; Musine Institute, 2025). Factors such as structural challenges, narrow industrial base, migration and
undeveloped levels of innovation have negatively affected the ability of the country to adapt with the technological
disruption (IOM, 2025; GAP Institute, 2025). A recent report by the Department of State posits that the economy of
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Kosovo remains constrained by three relevant factors: high degree of informality, reliance on remittances and high
unemployment rates among women and youth (U.S. Department of State, 2025). On the other hand, there are also
enabling factors that in fact transform Al into an opportunity. First, it must be emphasized that Kosovo has a young
demographic which remains an important asset. Furthermore, there is an ever-growing focus on ICT paired with
the inclusion in the EU’s Digital Agenda for the Western Balkans that signals the tendency of the country toward digital
transformation ((Western Balkans Info Hub, 2025; Riinvest, 2025). In this regard, Al-driven career guidance youth
platforms demonstrate that there are currently small yet tangible efforts to actually utilize this technology for educational
and professional development (Helvetas, 2025).

The already established context for the presence of artificial intelligence in the Republic of Kosovo serves as the
background for this study that aims to shed more light on the impact of artificial intelligence on the labor market of the
country with vast array of reports and policy documents. It must be emphasized that the paper does not only expose the
risks associated with the use of Al such as job losses in certain sectors, rising inequalities or institutional gaps, but that it
also represents an effort to equally delineate the opportunities for greater inclusion, competitiveness, and perhaps, most
importantly, its potential to modernize education and workplace in general. Before embarking on the particular realities of
the labor market of Kosovo, the paper will also provide a synthesis of the global and especially European context
concerning the utilization of artificial intelligence by clearly stating the limitations and possibilities associated with this
technology. In essence, the aim of the paper is to provide a balanced view on how artificial intelligence might impact the
employment landscape in the Republic of Kosovo and what ought to be the next steps to ensure a sustainable transition
to this new era.

2. Methods

This paper uses a mix qualitative methodology. The paper utilizes a considerable amount of institutional reports, policy
documents, academic pieces, NGO analyses and recent reliable news sources. These sources are complemented by
tables and graphs that show trends and statistics regarding the current and expected impact of the Al on the labor
market. The analysis for the paper follows a thematic grouping of evidence that has been reflected on the main chapters
of the paper. In this regard, a qualitative synthesis of all diverse sources utilized helps identify the points in which there
are agreements, divergences and gaps within the existing debate regarding the impact of artificial intelligence. It must be
added that the multitude of policy research, documents and other reports serve the important task of triangulating the
findings. On other cases, there have been attempts to analyze the findings and recommendations while bringing them
into the context of the Republic of Kosovo labor market. While the paper is constrained on the basis that it primarily lies
on secondary resources that might at times provide a limited view on the impact of artificial intelligence, it does however
represent one of the rather nascent efforts to provide a comprehensive synthesis of the role of Al in shaping the current
labor market.

3. Results

It is an accepted reality that artificial intelligence has now become an impactful technological tool with the potential to
shape economies and societies. For the needs of this paper, it is however adequate to begin with the broader global
context before embarking on the specifics of Kosovo. By definition artificial intelligence encompasses “a a broad range of
computational techniques that enable machines to perform tasks traditionally requiring human intelligence, such as
problem solving, learning, pattern recognition, and decision-making” (COMCEC, 2025).

Further, there are several practical applications of this technology that involve automation, robotics and more
recently natural language processing and predictive analytics. In the context of the labor markets, Al is not only a new
technology, but is rather perceived as a tool with a wide-ranging impact with the potential to transform production,
services and practices within organizations (IEDC, 2023).The Stanford Al Index reports that the adoption of artificial
intelligence has in fact accelerated among global industries. This adoption involves a variety of industries such as
manufacturing, logistics, healthcare, financial services and education (Stanford HAI, 2025). In this regard, artificial
intelligence is not confined to developed economies or particular tech hubs, but instead its impact is now reaching global
markets rapidly and in a rather diverse manner. Therefore, it becomes crucial for small economies such as Kosovo to
properly understand the context to better assess the risks and opportunities.

Broadly speaking, the literature tends to highlight two main channels that describe how Al is affecting employment:
automation and augmentation. However, In addition to this, there will also be a discussion in the paper over the social
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impact of this technology in the global workforce. First, through argumentation, Al has the ability to complement the labor
of individuals by enhancing productivity and allowing workers to focus on tasks that are more creative. Nevertheless, the
component of automation means that Al is now able to substitute certain repetitive tasks that might result in job
displacement. Nevertheless, there are differences among various skill levels, sectors and world regions (IDEC, 2023;
COMCEC, 2025).

In more advanced economies, there have been changes in the occupational structures because of Al adoption.
According to European Policy Centre (2024) the impact of Al is quite diverse as specific sectors such as retail, transport
or clerical work might face automation risk. However, on the other hand, other industries such as education, healthcare
and creative industries are expected to experience task transformation rather than job loss (EPC, 2024). Nevertheless,
there is some agreement among various theorists and other stakeholders that Al will cause certain jobs to disappear, but
it will also lead to new possibilities in certain areas (Dinu et al., 2024). Interestingly, while it has been shown that Al can
replace many specific tasks, the total impact on employment remains limited. Lower demand for workforce in affected
occupations is balanced out by higher labor demand that comes as a result of higher productivity in companies that
adopt Al (Hampole et al., 2025). Regulation is expected to play an important role in this regard too. National and EU
regulations regarding aspects such as occupation-level requirements, Al safety, and data privacy combined have the
potential to lower Europe’s productivity gains by over 30 percent (Misch et al., 2025). This adds another layer of
complexity to the topic of the effects of Al as it shows that Al will itself be affected by several mechanisms that tend to
calibrate its real impact.

A recent report by the World Economic Forum has shown the trends related to the fastest-growing and fastest-
declining jobs for the 2025-2030 period. As shown below, big data specialists, fintech engineers and Al and machine
learning specialists will be the top three fastest-growing jobs in regards to the future market. On the other hand, jobs such
as postal services clerks, bank tellers and data entry clerks appear as the main jobs that are expected to be impacted by
the Al revolution.

Top tastest growing jobs

i
F

Figure 1: Top Fastest Growing Jobs

Note. The graph represents the trends regarding the fastest growing jobs in the era of Al. FromWorld Economic Forum.
(2025, January 7). The Future of Jobs Report 2025. World Economic Forum.

https://reports.weforum.org/docs/WEF _Future_of_Jobs_Report_2025.pdf
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Top fastest declining jobs

Net growth (%)

Figure 2: Top Fastest Declining Jobs

Note. The graph represents the trends regarding the fastest declining jobs in the era of Al. From World Economic Forum.
(2025, January 7). The Future of Jobs Report 2025. World Economic Forum.
https://reports.weforum.org/docs/WEF _Future_of Jobs_Report_2025.pdf

Several reports maintain that the effects of Al remain rather unevenly distributed. The Commonwealth report (2024)
posits that Al adoption is more beneficial for high-skilled workers. However, low and medium-skilled people tend to face
the risk of displacement to a higher degree. In this regard, the lack of right policy responses could in fact worsen the
existing inequalities (Commonwealth, 2024). According to IEDC report, it is best to call for more “inclusive Al policies” in
order for the minority groups not to be excluded (IEDC, 2023). It is also important to note that there is evidence regarding
the impact of the Al in the context of the revenues generated by particular industries. In fact, since 2022, the revenue
growth in the industries best positioned to adopt artificial intelligence has nearly quadrupled. This is another argument in
favor of the idea that Al has the potential to create relevant disparities within the labor market (PwC, 2025).

Since 2022, revenue growth in industries best positioned to adopt Al has
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30%
27.0%
25%
&
z 20%
a 15.0%
B 5%
=
&
% 0.0%
10%
3

5%

0%

804
. .
2023 20203

M L east exposed quartile Most exposed guartie
Source: PwC analysis. Orbis, Falen & al. Productivity growth is measuned using a 2018 baselns.

2024

Figure 3: Revenue Growth in Industries Best Positioned to Adopt Al

Note. The figure shows how industries most exposed to Al have had an increasingly higher revenue growth in the last three years. From
The 2025 global Al jobs barometer. (2025). PricewaterhouseCoopers International Limited (PwC).
https://www.pwc.com/gx/en/issues/artificial-intelligence/job-barometer/2025/report.pdf
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Another major debate related to the impact of Al is whether this technology will lead to more job losses or gains. While
optimists argue that automation of certain jobs might lead to more advanced employment opportunities that currently are
difficult to predict. This is in alignment with many other similar historical experiences in which because of technological
innovation led to changes in the market landscape (Stanford HAI, 2025). Currently, a good example of this phenomenon
is the rise of demand for data scientists, Al ethicists and various digital platform managers. This clearly shows how Al
could lead to a new set of occupational categories.

On the other hand, there are warnings on the possibility that the pace of adoption for economies and workers might
not actually match the speed and scope of the changes in artificial intelligence. It is worth mentioning that differently from
past technologies that put manual or routine tasks into risk, Al could also potentially affect cognitive and decision-making
functions (EPC, 2024). Therefore, it is mandatory that workers get reskilled in order to not face issues with structural
unemployment.

The distributional impact of Al remains also important. In fact both The Commonwealth and IEDC (2023) posit that
Al benefits are in fact imbalanced and that advanced firms and high-skilled professionals tend to benefit from such
technology. However, the same does not apply to developing countries and marginalized groups. It becomes therefore
necessary that there are efforts for greater international cooperation and more programs that aim at reskilling.

In the context of Kosovo, global issues tend to offer both problems and opportunities due to the specifics of the
environment. On one hand, issues such inequality, reskilling and loss of jobs are magnified due to the current
infrastructure and weaker labor institutions. However, factors such as young workforce, IT sector and recently the
growing digital innovation might be indicators for more positive effects of Al if the right policies are adopted.

It could be implied from global examples that there are three major implications for Kosovo. First, automation might
risk taking place in particular sectors, clerical work or other low-skilled jobs, but other jobs requiring interpersonal skills
and creativity might be more sustainable. It is also important to focus on reskilling efforts and investments on VET
education and learning so individuals are better equipped to face the Al revolution. The third aspect is the right
institutional response and the willingness of the country to design adequate policy frameworks, labor policies and digital
strategies which ensure that certain risks are mitigated (ECB, 2025; EPC, 2024). Ultimately, it could be maintained that
the impact of Al remains unclear. However, this depends on the potential of economies and most importantly of the states
to further regulate accordingly with the needs of the evolving landscape related with Al.

The labor market of Kosovo is characterized by structural challenges which have existed before artificial
intelligence and which present both opportunities and problems. This landscape has the potential to create both problems
and opportunities. There are currently high unemployment rates, high informality and visible mismatches between the
demand and supply within the labor market. It is worth mentioning that Kosovo lost almost 100.000 workers within the
recent year with youth and women being disproportionately affected from such issues.

Female labor force participation remains a pertinent issue in Europe. This happens because of multiple barriers
such as social norms, childcare obligations and rather limited formal employment opportunities. Youth unemployment
remains another persistent issue that tends to be exacerbated by the current skill mismatch within the education system
and the labor market in general. In such circumstances, the labor market could be further put in a rather unstable position
if technology tends to outpace the institutional response.

Labor mobility and migration are the other two important problems when it comes to Al impact. According to IMF
(2025a), Kosovo remains vulnerable to outward migration as many young and experienced workers are seeking better
opportunities abroad. This tends to reduce the pool of talents and creates even more dependency on remittances that are
already crucial for the economy. According to IOM" s Western Balkans labour mobility strategy (2025), migration is
perceived as both a challenge and advantage as there is potential within the diaspora to facilitate the process of
knowledge transfer and investment if properly engaged.

However, the first visible impact of pertinent outmigration remains the worsening and aging of the current
workforce that then affects the ability of Kosovo to respond to the new challenges such as digitalization and Al. According
to GAP institute, emigration could worsen skill shortage that is expected to be more reflected in technical and high-skilled
jobs that remain key to the Al-driven sectors. It is important to note that industries such as hospitality and gastronomy,
construction and wholesale and retail trade are expected to be most affected by the outmigration (GAP, 2025).
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Numbers of employees % of individuals who

D02 in Kosowe Productivity (in euros)” plan 1o emigrate
Whaolesale and retail trade B4 15E 17,525 18.1%
Agriculture, forestry, and fishing 11,505 &1,935 2.5%
Manufacturing 47 545 28,336 12.9%
Hospitality and gastronomy 30,386 7245 18.7%
Construction 49 592 16,080 1B.7%
Information and communication 10,927 19,025 6.5%
Healthcare 19,793 1,2% 1%
Education 38 485 8,574 1%
Transport and storage 13,547 0N 3.2%

Figure 4: Potential for Outmigration among the Workforce in Different Industries

Note. This table shows the industries that are expected to be most affected from the outmigration of the labor force. From
GAP Institute. (2025). Emigration and labor market. GAP Institute.
https://www.institutigap.org/documents/59118_emigration%20and%20labor%20market.pdf

In such circumstances, there are efforts from Kosovo to improve the current market conditions. The government’s
Employment Strategy 2024-2028 has set several goals concerning higher employment rates, more vocational training
and aligning education with the needs of the labor market (Government of Kosovo, 2024). The strategy puts an emphasis
on the importance of digital skills and lifelong learning, though there are important issues concerning the right
implementation within the current constraints and right governmental response.

Several partners and relevant international organizations have supported such efforts. In this regard, LuxDev
report (2025) has emphasized the importance of donor-supported programs with the aim of strengthening vocational
training and employability potential for youth and marginalized groups.

Digital agenda is also crucial for Al integration. The Western Balkans Info Hub emphasizes the efforts of Kosovo to
promote digitalization through its participation in various regional efforts that tend to foster e-governance, digital
infrastructure and ICT education. It must be noted that such integration remains partial for Kosovo as there are issues
regarding the regulatory alignment and institutional capacity. These gaps are important since being able to cope with
these changes tends to influence the right integration of Al for the needs of labor market transformation.

In general, it could be implied that there are significant problems within Kosovo's labor market, but there is potential
too. Issues related to high unemployment, emigration, skill mismatch and gender gaps are significant hurdles regarding
the process of Al integration. On the other hand, the young population, growing IT sector and continuous digital initiatives
tend to provide a healthy environment, which, if properly utilized, could lead to inclusive growth for the country.

While the adoption of Al in the context of Kosovo is in its early stages, there are already effects present in the
labour market that tend to be in alignment with general trends and context-specific situation. In general, the economy of
Kosovo is dominated by traditional sectors such as construction, basic services and trade that have generally not
absorbed the Al.

However, the rapid growth within the domain of ICT sector has transformed the country into a regional hub for
digital services, software development and outsourcing that has already laid the foundations for Al transformation. For
example, The Helvetas EYE program (2025) highlights the potential of Al to contribute toward employment facilitation
throughout the development of tools that can offer career guidance. Furthermore, RIT Kosovo (2025) held the first
regional workshop on artificial intelligence that signalled the importance of preparing future generations in regards to the
use of this technology. In this regard, it could be asserted that, while limited in its scope, Al is already shaping the labor
market of Kosovo and digital sector remains in the forefront.

The risks associated with the use of Al tend to present some risks for the existing labor market structure. A study
from the publisher Kosovo 2.0 (2025) highlight that artificial intelligence might reinforce the propensity to follow a rather
standardized approach toward work in a society which is already characterized by repetitive and rather simple tasks. This
might lead to great job losses among the low-skilled workers which are generally found in administrative, service and
clerical jobs. Al has also the ability to further exacerbate the existing inequalities and worsen the position of the
underrepresented workforce. More specifically, Al could adversely affect youth and women if there is no targeted
reskilling agenda (Musine Institute, 2025).
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The impact of Al is also heavily linked to migration and labor mobility in general. According to the International
Monetary Fund, the mass migration of the workforce and other difficulties associated with Al integration to impact how
Kosovo is benefiting from Al. More specifically, the phenomenon of brain drain tends to negatively impact the proliferation
of Al and the remaining workforce remain inappropriately trained. Furthermore, according to IOM Western Balkans
(2025), while artificial might exacerbate the situation by motivating the workers to leave the country due to remote work
opportunities, it could also provide opportunities for youth and talented employees if proper Al strategies are implemented
in the labor market.

Al has also been perceived as a tool that could incite progress within Kosovo's labor market. More specifically, this
technology could help reduce social inequalities and increase inclusion throughout skill development that allows
marginalized groups to have greater access to better jobs as part of the digital economy. (D4D, 2025). The Western
Balkans Digital Agenda report (2025) demonstrates the importance of regional cooperation in regards to growing
digitalization efforts and how Al could play an important role to facilitate the integration of the Republic of Kosovo within
the broader European mechanisms. Donor-support initiatives show the potential for progress within the sectors of
vocational education and training as a result of leveraging Al. It must be emphasized that private sector and
entrepreneurship programs remain important factors in this regard (LuxDev, 2025).

In general, the impact of artificial intelligence in the context of Kosovo is characterized by duality as there are both
advantages and disadvantages. Adversely, Al could deepen the existing inequalities, exacerbate the gender gaps, and
perhaps contribute to emigration of low-skilled without reskilling opportunities, it can also serve as a positive catalyst. In
this regard, Al might positively impact a greater job growth within the ICT sector and digital services while also serving
positively to enhance the efforts toward more inclusion for marginalized groups. Ultimately, the path of Al in the context
of Kosovo is dependent on the strategies and policies that help align the labor market and human resources with the
needs of the Al-driven economy.

4, Discussion

The adoption of artificial intelligence into Kosovo's labor market is marked by both challenges and opportunities that tend
to represent the specifics of the labor market of Kosovo, but which remain also linked to the global reality. The potential
for greater inequality remains one of the main risks. Several studies posit that highly skilled workers tend to benefit more
from artificial intelligence. Meanwhile, Al has the ability to displace those workers who perform routine and mainly low-
skilled tasks (IEDC 2023; Commonwealth, 2024). In the context of Kosovo, this has been exacerbated by the low
participation of women and youth in the existing labor market and by the high unemployment among low-skilled
individuals. If there are no clear upskilling efforts, these groups are in danger of facing exclusion, greater gaps and further
youth employment and regional disparities could be worsened. According to Musine Institute (2025), youth and women
remain already underprivileged and Al could worsen these tendencies if no appropriate measures are taken.

Emigration and brain drain emerge as two other serious issues in the context of Kosovo. There is a steady outflow
of young people and skilled individuals who emigrate for better work opportunities (IMF, 2025a; GAP Institute, 2025). Al
could influence these trends in two particular ways. First, well-trained individuals on Al could be more in-demand from
foreign employers. On the other hand, it might be difficult for Kosovo to retain its talents if there are no clear efforts to
establish the presence of Al in the current labor market and offer greater career growth opportunities. In relation to this, Al
might serve as a “push” factor for greater emigration if the newly trained workers are not properly integrated in the current
labor market. The risk in this situation has been perceived as being a form of paradox. While more investment in Al-
related skills is important, such efforts could be easily made irrelevant as these workers might choose emigration and one
viable solution might be the transformation of the labor market of Kosovo into a more attractive environment.

Institutional readiness is also one of the areas of concern. While digital skills remain an important part of Kosovo's
Employment Strategy 2024-2028, the capacity to implement such technology remains limited (Government of Kosovo,
2024). There are also issues regarding weak coordination between institutions, insufficient funding and reliance on
projects that are supported by external donors. All these issues work together to hamper the sustainability toward
upskilling and reskilling efforts (LuxDev, 2025). In addition to this, IMF (2025a) has also repeatedly emphasized that
policies have not been particularly effective in addressing major issues such as gender and inclusion. Such issues within
the greater institutional responses tend to weaken the potential of the Republic of Kosovo to properly implement the Al
initiatives.

Al greater proliferation within the labor market of Kosovo has a form of dual impact on labor mobility. On one
hand, Al could positively lead to more jobs within the global digital markets, particularly for those working remotely.
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However, it could also further segment the labor force between the people who are able to integrate and those who are
not. It is important to assert that according to the Western Balkans Digital Agenda report (2025) it is vital for Kosovo to
deepen its regional cooperation and regulatory efforts or otherwise it might risk to depend on low-value outsourcing while
not properly focusing on efforts toward innovation. Such circumstances might lead for the country of Kosovo to have a
rather minor role within the global digital economy and ultimately to not fully benefit from Al potential.

Interestingly, the opinion of the stakeholders regarding the potential impact of the Al on several aspects such
privacy, freedom of expression, non-discrimination, the right to be informed and most importantly employments remains
quite varied. As shown, in the charts below, the matter regarding the practical impact of the Al on all these areas has
produced a rather divisive climate among the stakeholders and sectors that use artificial intelligence.

How does Artificial Intelligence affect the following areas of
human rights?

L]

Privacy Freedom of Expression  Non-discrimination  Right 1o be Informed Employment

o

-

=

BVery Positive  @Positive @ No lmpact @ Negative 8 Very Negative

Figure 5: The Impact of Al on Various Areas of Human Rights

Note: Key Al stakeholders have very differing views regarding the potential impact of Al. From The effects of artificial
intelligence on human rights. (2024, December). Western Balkans Fund. https://westernbalkansfund.org/wp-
content/uploads/2024/12/ITS-The-Effects-of-Artificial-Intelligence-on-Human-Rights-Final-EN.pdf

Other issues are related to the perception of the public toward the impact of artificial intelligence. It must be noted that the
labor market of Kosovo is already weak and many jobs are rather underpaid and even informal. In such circumstances,
there is a significant degree of skepticism, as workers tend to perceive Al as a threat toward their current perceived job
stability (Kosovo 2.0). It must be emphasized that social tensions might results in one of the significant Al-related
consequences. In this regard, it is key that such issues are dealt with the right level of transparency and that institutions
have the willingness to work toward better policy design and social safety nets.

It could be concluded that there are a variety of risks and challenges related to Al implementation within the labor
market of Kosovo. Some of pertinent issues are: the lack of right institutional response, brain drain and unequal
representation of several categories within the labor market. While there exist various documents and strategies that
attempt to regulate such issues, significant gaps in implementation remain. It is therefore crucial that Kosovo works
toward strengthening its institutions, greater upskilling and reskilling efforts, and most importantly toward creating better
opportunities within its own labor market. In this way it could ensure that Al is in fact to be harnessed effectively.

There are clear opportunities for the labor market of Kosovo related with the use of Al, but these opportunities are
mainly linked with the right adoption of this technology. However, a recurring theme has been the potential of Al to
enhance the ICT sector of Kosovo that remains a dynamic part of the economy. As emphasized by the Western Balkans
Digital Agenda (2025), Kosovo could greatly utilize its young and tech-savvy population for a deeper integration within the
regional and European digital value chains. If there exist proper investments, Kosovo could in fact become a competitive
digital hub for digital services, software development and outsourcing with could lead to more employment opportunities
that tend to not be impacted by traditional economic constrains.
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Al could also alleviate some of the major structural barriers that tend to impact labor market participation. The
Helvetas Initiative with its Al-driven career guidance mission has made clear the potential of this technology to help
bridge the gap between education and employment by providing youth more direction for the needs of the current labor
market. Such tools and initiatives tend to reduce career mismatches and lead to a bette school-to-work transition.
Furthermore, according to D4D, Al could further reduce social inequalities if directed to various skill-building programs. It
is worth noted that by providing access to different versatile and low-cost platforms, Al could ameliorate the position of
marginalized groups, women and people within rural environments and could ensure that they can operate within the
current digital economy market.

As reported by LuxDev (2025), various donor-funded projects have already contributed to improving employability
and vocational training. Such initiatives have been particularly helpful for the disadvantaged groups. An important form in
which Al could improve such groups is by using data-driven insights to better understand labor market needs and
improve training for such groups. Diaspora engagement is also quite important as they have the potential to better
connect the people of Kosovo with the opportunities that are currently elsewhere within the global labor market. Further,
this could lead to more investment and more collaboration between domestic and international firms (IOM, 2025). Such
initiatives compared with governmental strategies provide an important foundation in which Al-related policies could be
implemented. It is worth noted that, the right implementation of these measures could lead to more training, better
innovation ecosystems and better-channeled entrepreneurship efforts within the Al sector. The ultimate goal in this regard
would be to lead to creation of more jobs and the development of the Al sector in Kosovo.

Al could also lead to better opportunities to improve governance and labor market efficiency. This could be
facilitated through better data collection, monitoring and analysis with the help of Al. The process would lead to better
insights for the policymakers regarding the employment trends, skill shortages and potential training needs. This is crucial
for the needs of more evidence-based policy making in order to reduce the mismatch between labor supply and demand.
Al could also strengthen Al human rights protection throughout better transparency and accountability. This could also
lead to better and more inclusive labor market policies.

In general, the impact of Al is to be perceived more as a catalyst for more modernization rather than being a threat.
If harnessed properly, Al could support the efforts of Kosovo to build human capital, foster institutional capacity,
strengthen regional integration, and thus lead to new strategic advantages. Nevertheless, there is a need for a proactive
approach on policymaking, right investments in skills and education, and on the ability to preserve and enhance the
current workforce. In such conditions, Al could serve as a tool for more job creation and most importantly could contribute
to a more resilient and inclusive labor market.

5. Conclusion

The paper has provided ample evidence which makes clear that the global labor market has already been impacted by
the artificial artificial and that such impact is expected to have transformative effects in the Republic of Kosovo too. Global
studies demonstrate that Al has in fact has had a balanced impact with both positive and negative consequences. It has
created new opportunities but has also threatened certain types of work, mainly those tasks that involve routine and
which could be easily automated (Stanford HAI, 2025; IEDC, 2023). More advanced economies have had to adapt to
these changes, but their main concern has been managing the transition and ensuring inclusion. However, less
developed economies such as the case of Kosovo will need greater adaptive efforts. High unemployment, youth inactivity
and low levels of female participation in the labor market present tangible threats which could transform Al in a tool that
could worsen the already existing inequalities if no policy and institutional measures are undertaken (IMF, 2025a; Musine
Institute, 2025).

However, on the bright side, there are also clear opportunities in Kosovo that could be utilized to better adapt to the
technological change. Such opportunities mainly rely in Kosovo’s relatively young population, growing ICT focus, and
integration to current regional and European digital agendas that aim for the alignment of the workforce skills with the
demands the future labor market ((Western Balkans Info Hub, 2025; Riinvest, 2025). Reports maintain that artificial
intelligence could serve not only as a tool for employment generation in the growing industries, but could also be used to
improve the educational landscape and work training in general (Helvetas, 2025; D4D, 2025). With the right utilization of
such potential, Kosovo could avoid falling further behind in terms of competitiveness and instead might consider its
prospects as a regional leader in terms of innovation.

Currently, the challenge regarding the central policy lies in ensuring that institutions are ready to navigate the
current Al-related landscape and creating the right context concerning the implementation of Al. This could be expressed
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in the form of improving education and other VET training systems, but also in creating certain legal frameworks that
ensure greater labor mobility, social protection and policies that tend to take into consideration the risks of exclusion of
particular social categories (EPC, 2024; IOM, 2025; IMF, 2025b).

Furthermore, institutional reforms ought to be in alignment with the Employment Strategy 2024-2028) and
supported by international mechanisms which have the capacity to provide both resources and expertise to the proper
implementation of such changes (Government of Kosovo, 2024). In this regard, a major part of Kosovo's efforts to cope
with the unstable effects of artificial intelligences is linked with the potential of its institutions to properly act with vision
and adaptability. Nevertheless, it could be maintained that such efforts are rather mandatory because Al is already
shaping the global market and that they will define whether the Republic of Kosovo will be heading to divisive labor
market or to a labor market that aspires for greater competitiveness, inclusivity and generally more sensitivity to the
needs of the technological future.
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