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INTRODUCTION

eregulation reform remains one of
the most challenging reforms for
transforming the Albanian economy
into a market economy. Inspections
are considered an essential element of the reform
as a key mechanism for the practical implemen-
tation of laws and aims to improve compliance
with the regulatory framework. A systemic re-
form of inspections involves many processes and
institutions, and regardless of the model being
pursued, it focuses on three aspects: (i) legal,
(i) institutional (iii) information systems'. If the
reform is implemented well, it will lower the “ad-
ministrative burden” on businesses, boost export
potentials and new jobs, and provide benefits
from establishing the rule of law.
The EU report on Albania (2018) states that “de-
spile the progress on the vefovm of the inspections and
the improvement of the legal framework, the necessi-
ty of improving and aligning sectoral legislation with
the EUlegistation s vequired.” The report also high-
lights the need 7o improve institutional capacilies,
human rvesources, logistics and lahovalory capaci-
fies as a necessity to strengthen the function of
inspection, monitoring the implementation of the
regulatory framework by economic agents, and

1 The role of inspection in the enforcement of legislation with
main focus on business related inspection in Serbia, 2017, page
13, - published by Balkan Center for Regulatory Reform, USAID
Business Enabling Project, Institute of Economic Sciences

not only. The process remains highly challeng-
ing for the country as appropriate regulatory and
monitoring support and oversight of the process
are indispensable guarantees to meet Albania’s
obligations in the framework of European inte-
gration.

According toan OECD? study, the re-organisation
of the public service through the digitalisation pro-
cess - including in the desion and implementation of
the digitalisation process jfor hoth husiness and oth-
er interest groups - would mitigate mechanisms of
business hurden. This is particularly related to the
costs of business compliance with the regulatory
changes that bring about the structural and sys-
temic reforms undertaken by Albania in the con-
text of European integration.

In the framework of business consultation and
recommendations (2015-2018) on improving the
investment climate in the country, IChas brought
to the attention of policymaking the prioritisa-
tion of interventions regarding the improvement
of the quality and efficiency of public administra-
tion services to the business, to institutions, legal
framework or even computerisation of services.
Specifically, in addition to the systematic analy-
sis of tax inspection, informality, etc., in 2016, IC
discussed the improvement of dispute resolution

2 OECD (2017), Best Practice Principles on Stakeholder
Engagement in Regulatory Policy
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mechanisms between businesses and public
administration®, where some of the recommen-
dations specifically related to the legal and in-
stitutional aspects we can say are on a positive
trajectory.

This analysis was based on the Administrative
Court of Appeal records, which point out that
“businesses had the highest number of disputes with
the tax and customs administvation followed by is-
sues hetween husinesses and inspectors, although
the latter ones had a relatively very low weight.”
Inthe 2018 IC “Investment Climate Survey*”, busi-
nesses perceive ‘e implementation of legislation
and the relationship with public administration’ to
be moderate investment facilitators, with a re-
spective estimate of 3.42 and 3.62 out of 5. This
perception recalls the fact that the practical im-
plementation of legislation and the relationship
between business and public administration has
room for improvement.

Based on the above and following the analysis
on the role of public administration as a market

3 IC Meeting IV: “On the Improvement of Dispute
Resultation Mechanisms between Business and Public
Administration." The analysis was based on data related to

the number of administrative complaints registered in both

the administrative appeals committees within the institutions
and the number of business lawsuits registered at the
Administrative Courts of all levels for 2014 and 2015.

4 The Investment Climate Survey conducted by the
Secretariat of the Investment Council represents an instrument
for gathering business perception in a structured way regarding
issues such as tax inspection, VAT, communication with the
tax administration and customs, informality. The investment
climate index prepared based on the survey data combines
the information on tax administration but also information
related to licensing, relations with public administration,
human resources or borrowing procedures / costs etc. The
survey was conducted for three consecutive rounds during the
period 2015-2018, with the participation of approximately 577
businesses from all economic sectors at the national level.

regulator, this material summarises the devel-
opmerts in the inspection reform, focusing on
those aspects of the inspection that impact the
climate of business and investment. This analy-
sis is based on data collected by the Secretariat
from consultations with businesses during 2015-
2018, administrative data published by the Cen-
tral Inspectorate or special inspectorates; the
data made available to the Secretariat by the Tax
Appeal Directorate, the Administrative Court of
Appeal and the Administrative Court of First In-
stance. This material does not intend to exhaust
all Inspection or Inspection Reform issues in Al-
bania, which is still under process.

The main objective is lo vecall the fact that inspec-
tions and inspectovales issues vemain as impoviant
as formalising the economy lo guarantee the same
rules in the market, prolecting faiv compelition, and
consumer and envivonmental protection.

A more in-depth analysis on inspections, includ-
ing its business costs, will be the focus of IC’s
work during 2019.

CONTEXT

he reform of inspectorates, initiated
within the deregulation reform, is en-
tering the first decade of implemen-
tation. The Albanian Government
undertook the inspection reform in 2008, as the
assessments on the effectiveness of the inspec-
tions were relatively low, and the costs and bar-
riers caused by the inspections on the economic
and non-economic activity of the market agents
were high. According to the World Bank (2013)°,
businesses reported an average of 13.8 inspec-
tions per year from 14 different inspectorates,
while inspectors spent on average 45 business
days at every business. Also, the inspection bod-
ies, in their entirety, were fragmented, uncoordi-
nated, with shortcomings in detailed and clear
regulations and shortcomings regarding mod-
ern methods of inspections®.
According to literature (2008), the correlation

5  World Bank. 2013. Albania - Business Environment
Reform and Institutional Strengthening Project (English).
Washington DC; World Bank.

6 Jacques Tallineau and Igor Gutan (2009) “Reform of
Inspection System in Albania”, p.6

7  Busse and Groizard (2008)
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and impact of a favourable legal and regulatory
environment on economic growth and attracting
FDI is confirmed, while the emphasis is placed
on the important role of efficient coordination of
“good regulatory governance” beginning with: a
) drafting rules, b) implementation and enforce-
ment, ¢) monitoring and evaluation serving as
a basis for improving existing laws and regula-
tions, and d) drafting new rules.

Under World Bank assistance through the
Business Environment Reform and Institutional
Strengthening Project (BERIS) 2007-2012, Alba-
nian institutions were supported to build capac-
ity to undertake the reforms needed to improve
the business climate. One of the achievements
of the project was the review of the institutional
framework of inspections by reducing the num-
ber of State Inspectorates (SI) from 34 to 12, draft-
ing the law on inspection (Law No. 10433, dated
16.06.2011) and establishment of Central Inspec-
torate (CI) in September 2011.

The role of the Cl is coordinating and regulating
for all SIs and ensuring that the inspection activi-
ty willbe in the spirit of the law and full coherence



with its strategic objectives: a) Coordination of
inspections; b) reducing the administrative bur-
den of business inspections, and c) increasing
the effectiveness of inspections.

INSTITUTIONS AND LEGISLATION:

a) CPinteralia has these hasic functions:

» adopts basic rules for the risk assessment
methodology, programming of inspections,
documenting the inspection activity, and re-
porting the activity of inspectorates;

» creates and maintains a unique inspection
portal that serves for programming and co-
ordinating inspections, exchanging data be-
tween different inspectorates, and informing
the public;

» oversees the implementation of this law and
the special law by state inspectors for pro-
gramming, authorising and conducting the
inspection, and has the right to propose dis-
ciplinary measures against the inspectors
and the Chief Inspector in case of observing
violations by the latter ones;

b) Law no. 10433, dated 16.06.2011, hvought

some novellties as relales (o:
» the manner of organising inspectorates at

8 Atrticle 16.
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the local and central level, the inspection
principles and institutional relations be-
tween Sls and CI.

» the law centralised in a single institution the
regulatory and methodological coordination
of several independent inspectorates ac-
cording to the areas of responsibility as per
different ministries.

»  setting some basic guarantees on the dura-
tion of the planned inspection. Specifically,
Article 26/2 provides that: “7he maximum

permissible annual inspection peviod is from 5
lo15days’.

» sanctioning the basic principles of inspec-
tion in the function of reducing the business
burden by imposing the obligation on in-
spectors to carry out a preliminary business
briefing on inspections (Article 32)°.

We point out that since 2017, there has been an
initiative to progress with the Inspection Re-
form in the framework of deregulatory reform.
Following the reformation of the inspection, it
is important to analyse the impact of regulatory
reform and business costs to build an ongoing re-
form roadmap. There are currently 16 SIs under
1Q coordination with a published list of inspec-
tors in office.

9  The inspection shall be notified to the business by prior
notification of the authorization of the inspecting body not
later than 3 days before the commencement of the inspection
operations.
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METHODOLOGY

he methodology used for the drafting
of this technical note is based on four
methodological pillars, namely: (7) /it-
erature rveview, (i) administrative data
collection, (i7) identification of husiness perceptions
tirough surveys, and (iv) consultations of the Secve-
taviat since 2015 with vepresentatives of institutions/
inspectorates that have proven problematic in the
context of legal disputes with businesses. As noted
above, this paper is the first step lowards a more in-
depth analysis in 2019 and aims lo dvaw attention lo
the importance of the veform and critical momentum

in the context of the countyy’s integration in 2019.

a) Literature review. The working document is
based onan extensive literature review, more
specifically, the review of official documents
of institutions related to the inspection activ-
ity, namely the CI, the 16 inspectorates and
line Ministries, and the review of sectoral
legislation. Regional experiences, studies
and reports of international institutions on
the drafting and implementation of deregu-
lation reforms have been consulted and have
assisted in the reflection of the situation and
the presentation of challenges/issues.

b) Administrative data repovied by the instifu-
tions. The collection and processing of ad-
ministrative data from various sources that
exercise regulatory and monitoring func-
tions of inspection such as the CI, the Min-
istries responsible for the 16 Inspectorates
part of the current inspection system, GTD
and TAD, MFE, Mol, the Co-Governance
Platform and the Administrative Courts
(First Instance and Appeal). The adminis-
trative data collected aim at identifying: (i)

the number and dynamics of the inspections
carried out by the inspectorates, (ii) the ad-
ministrative measures undertaken', (iii) the
ratio between the number of such adminis-
trative measures and the number of inspec-
tions and (iv)the distribution according to
the inspectorates'.

C) ldentifying the perception of husinesses through
surveying. The business perception regard-
ing the investment climate in general, and in
particular the impact of business relations
with the public administration, including in-
spection, was part of the survey. The survey
included 357 businesses across the country,
randomly selected from a database 010,000
businesses identified by the GTD and NBC'™.

d) Cownsultations. Consultations and interviews
with 24 representatives of the inspectorates
and businesses.

10 The administrative measures referred to in this Technical
Note are administrative penalties or administrative sanctions,
depending on the terminology used in the sectoral legislation

and consisting of: fines, suspension or temporary closure of the
activity, final closure of the activity as well as any other principal or
complementary penalties provided for in the sectoral legislation.
11 Administrative data on disputes between the parties and
on the functioning of the administrative or judicial resolution
mechanism were gathered from the inspectorates, the Admin-
istrative Court of Appeal and the co-governance platform.

12 Based on statistical sampling criteria, the questionnaire
has a 95% statistical accuracy, and a 5% margin of error,

in reference to the target population consisting of 107,000
companies. The distribution is balanced among the districts,
with the exception of Tirana. 59.3% of the surveyed businesses
report an annual turnover amounting to less than ALL 8 million,
69.7% of the companies report that their staff consists of

up to 50 employees and only 10.4% of the companies have
foreign capital. Most businesses operate in the service sector,
including tourism, financial and consulting services and
technical services, while commerce and construction account
for nearly 19% of the sampled companies.
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ANALYSIS AND FINDINGS

he findings are not exhaustive of all
control/inspection issues and do not
generalise all regulatory bodies/in-
spectorates but are grouped accord-
ing to the issues identified by businesses and the
Investment Council Secretariat during its opera-
tion. The data have been analysed by taking into
account all available data on inspections, tax au-
dits and appeals. The findings resulting from the
analysis are grouped into three pillars: 1. Strategic
Framework and Institutional Capacities; 2. Ad-
ministrative Appeal; 3. Institutional Coordination.

1. STRATEGIC FRAMEWORK AND
INSTITUTIONAL CAPACITIES

The businesses surveyed through the ques-
tionnaire on “wuvestment Climate 2018”7 con-
ducted by the Secretariat confirm that market

13 The Investment Climate Survey conducted by the
Secretariat of the Investment Council represents an instrument
for gathering business perception in a structured way regarding
issues such as tax inspection, VAT, communication with the

well-functioning is significantly affected by un-
fair competition (72%), corrupt practices (92%),
compliance with legal requirements (78% of
businesses) as well as the relationship with the
administration (81%) (see Figure 1). The sur-
veyed businesses reported that #e zmplemen-
tation of legislation and the rvelationship with the
public administration ave perceived to ‘“facilitate

investments” at a moderate level. 'The legal basis
applied in practice is perceived as favourable
and stimulating for investments, at a rating of
342 out of 5, which is the optimum evaluation,
while the relationship with the public adminis-
tration is estimated to be stimulating at a rating
of 3.62 out of 5 (see appendix 2).

tax administration and customs, informality. The investment
climate index prepared based on the survey data combines the
information on tax administration but also information related to
licensing, relations with public administration, human resources
or borrowing procedures/costs etc. The survey was conducted
for three consecutive rounds during the period 2015-2018,

with the participation of approximately 577 businesses from all
economic sectors at the national level.

n
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[ZTEEA Factors Determining Business Perceptions on Market Functioning

Complexity of legistation €7 T I Y T 7
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Fiscal burden - TAP / Profit Tax / VAT | /7S I N7

Fiscal Burden - Local Taxes and Tariffs

2% % S

Tax Controls P 2% % 2%

Relations with the Administration

% 5% 2%

Unfair competition % % %

Compliance with legal requirements

W | s0% 2%

Level of Corruption |/ 2 N R -7

0%

m Not at all important Unimportant

Source: 2018 Survey of Investiment Council Secvetariat

1. Certainly, inspectorates are an important
part of the public administration in contact
with the businesses. This confrontation
also influences the perception of business
on the role of the administration as a market
regulator. While there is a positive dynamic
in the formal aspect of inspections, there is
still room for improvement in the content
aspect, avoiding overlapping of compe-
tencies and functions between different
inspectorates and strengthening inter-insti-
tutional coordination. Sectoral legislation
reviews and coherence in the distribution
of competencies are factors that still ham-
per the optimisation of reform efficiency.
At this current stage of implementation of
the inspection reform as part of the wider
deregulation reform, it may be necessary to
restore the focus on political engagement
and strategic reform documents by making
available to the public the types and plans of
eventual measures or activities.

25% 50% 75% 100%

® Somewhat important ~ ® Important | Very important

2. The institutional inspection structure
in Alhania has rvadically changed since
2010. Inspection remains under the com-
petence of the local Government, the Min-
istries and the inspectorates subordinate
thereto. Inspection is coordinated and
monitored by the Central Inspectorate
established in 2011. At the first stages of
re-organisation of the inspectorates, their
number was reduced from 34 to only 8.
Currently, the number of Sls is 16. The
number of inspectovales rvesulls in an
upward trend compared to the starting
point of the veform despite the merger of
several of them'. From the efforts to un-
derstand the volume of inspection through
official statistics, a fransfer of inspection
compelencies from one inspectovale to an-

14 The “State Inspectorate of Environment, Forestry and
Water" was merged with the "State Inspectorate of Tourism"
pursuant to the DCM no. 338, dated 06/06/2018.
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other was noted (e.g., water inspectorate,
aquaculture). Instability in the distribution
of inspectorate competencies and their
growing number contradicts the spirit of
the reform, which increased the effective-
ness of inspections with a lower number of
inspectorates.

3. Currently, the total number of inspections
reported, as a total of all inspections car-
ried out by each inspectorate, in 2017 is es-
timated at 83,000 inspections. 7he down-
ward tvend in the number of inspections
shows that there arve atlfempls o creale
a positive husiness climate and not in-
crease their administvative costs from
multiple controls. These costs, measured
in the number of days per year in which a
business needs to be inspected, have been
reduced to 15 days from 59 days they used
to be before the beginning of the reform. In
2017, about 16% of inspections were con-
ducted through the e-inspection platform,
significantly improving inspection effec-
tiveness in terms of time and reducing
corrupt practices. Progress in this regard,
with the increase in the ratio of online in-
spections relative to the total of inspec-
tions, will continue to impact the reform’s
effectiveness positively.

From the analysis of the inspections distribu-

tion during 2017, the inspectorates with the

highest volume of inspections are the State In-
spectorate of Health, the State Technical and

Industrial Inspectorate and the State Labour

and Social Services Inspectorate. The role of

the State Inspectorate of Environment and

Forestry appears to be increasing.

I The dynamics of inspections 2013-2017

110,000

82,500

55,000

27,500

2013 2014 2015 2016 2017

Source: Addministrative data from the annual
reporis of the Centval luspectovate 2013-2017

The distribution of inspections during 2017
shows that the inspectorates that manage
the largest volume of inspections are SIH,
STII, SLSSI (see figure 3). The role of SIEF-
WT appears to be increasing. By comparing
the number of inspections to the number
of businesses, it appears that each active
business should undergo, on average, one
annual technical inspection. Meanwhile,
businesses participating in the business cli-
mate survey reported that the average number
of tax inspections was 2.1 (in 2017), and the
prevalence of controls was 53%, resulting in
an average frequency of tax inspection at 1.1
inspections per active business, similar to that
of other inspections (see appendix 4).

[ZIMEEN Distribution of inspections by
inspectorates 2015-2017

8%

90%

‘ 56%
60% |

30%

20%
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0% L c/0 |
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ISHPSHSH ISHMT = IKMT

Source: Processing of the Secretavial from the data
of the CIs reporis
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The administrative data indicate that about
2% of the inspections have been concluded
with the application of administrative mea-
sures such as suspension/closure of the
business activity, measures for technical
improvement, fines or even criminal prose-
cution. 64% of the administrative measures
were fines, and the ratio hetween fines and
the total number of administvative mea-
sures resulls to be twice as high compared
lo 2014. Increasing the number of admin-
istvative measures vequires the consolida-
tion of their appeal mechanism (see figure
4.

Among the inspectorates, the highest rate
of fines against administrative measures
was reported by the National Inspectorate
of Territory Protection (100%), the State In-
spectorate of Health (93%) and the State
Inspectorate of Environment and Forestry
(84%) (See appendix 5). The 2017 annual
report does not include information on the
NFA, while some inspectorates have not
reported data on administrative measures
or fines. The total amount of fines imposed
(and reported) for 2017 is ALL 343 million,
while their collection is reported to be very
problematic, and for many inspectorates, the
level of collection is very low.
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Figure 4. Administrative Measures and Fines imposed by Inspections, 2013-2017
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Source: Addministrative data, Annual Report of the Central Inspectorate 2013-2017

2. ADMINISTRATIVE APPEAL

1. Appeal as a guaranteed right. The right to
file an administrative appeal with a special
superior body with the competence to review
appeals is ensured by the formal and legal
framework, as provided in the legislation ap-
plied by the abovementioned institutions®.

The rules of administrative appeal against ad-

15 The right to appeal is regulated by the following
provisions:

Administrative appeals in the field of tax procedures: Articles
38 and 106 et. seq. of Chapter Ill of Law No. 9920, dated
19.05.2008 "On Tax Procedures in the Republic of Albania" (as
amended).

Administrative appeals in the field of customs: Atrticle 289
of Law No. 8449, dated 27.01.1999 "Customs Code of the
Republic of Albania". This provision is currently in force

and remains so until 01 June 2017, the date on which the
provisions of the new Customs Code adopted by Law no.
102/2014, dated 31/07/2014, shall enter into force.

ministrative acts are generally arranged by be-
ing identifiable by the business through a simple
search in the content of laws. Despite their differ-
ences in their formulation, the latter reflects the
basic principles on which the review of adminis-
trative appeals should be performed.

2. Concerning the number of administvative
measures imposed by the inspectovates, the
number of administvative appeals within
inspectoratesis low.

Administrative appeals in the field of inspections: Article 51

of Law No.10433, dated 16/06/2011, "On Inspection in the
Republic of Albania"; specific provisions of the respective
DCMs under which the respective inspectorates are
established, organized and operate, as well as the provisions of
the material laws implemented by each inspectorate.
Administrative appeals in the field of public procurement:
Article 63 of Law no. 9643, dated 20/11/2006, "On Public
Procurement" (as amendeqd).

[EIMEXA Appeals of administrative measures
of inspectorates
375 20%

300
15%
225
10%
150

5%
75

0%

2014 2015 2017

I Appealed W Repeal =3 Reported complaint / fine

Source: Findings of the Secvetariar”
It appears that in 2017 only 6% of the adminis-
trative measures imposed by the inspectorates
were subject to administrative appeal. In con-
trast, this ratio in the case of administrative mea-
sures implemented by the tax administration af-
ter audits, according to the reporting of surveyed
businesses, is 14%. The prevalence of tax appeals
is higher than the general average for large com-
panies”, turnover exceeding ALL 8 million and
over 50 employees, for which it is reported at
21.8%, among companies operating in the man-
ufacturing and processing sector (50%), tourism
as well as among free professionals (20%).
3. 'The low ratio of administrative appeals
reported in the official data and reports

16 Data from the Court of Appeal

17 Large companies, for classification purposes in this study,
refer to companies with annual turnover over 8 million ALL, and
number of employees over 50.
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of the Cl is attributable to the limited lev-
el of transparency/information, the fact
that businesses (particularly the small
ones) have a poor understanding of the
internal procedures for appealing an ad-
ministrative measure imposed by the in-
spectorates, as well as the lack of trust in
the appeal commissions. Appeals Com-
missions depending on the institution, have
different denominations, e.g., Tax Appeal
Directorate (TAD) / The Commission for the
Review of Tax Appeal (CRTA) for appeals
related to Tax Procedures, the Fine Review
Commission (STII) or the Commission for the
Review and Assessment of Appeals (NFA).
With a few exceptions, such as in the case of
TAD® or NFA", which provide information
on the appeal structure on their official web
pages, other appeal structures in institutions
(such as CRTA) or inspectorates (STII) have
no such information. In almost all cases,
there is a lack of full transparency on the
rules, procedures, deadlines related to
the review of administrative appeals,
published decisions or periodic reports
on the number of imposed, appealed, and
repealed or upheld administrative mea-
sures. Furthermore, there are still inspec-
torates such as the SIEFW'T, which do not
have an official website. CI?°, TAD? and PPC?
have published some standard forms regard-
ing the administrative appeal by providing
reasonable assistance to the subjects in re-
lation to the administrative appeal. SILSS
official website provides information on ap-

http://financa.gov.al/drejtoria-e-apelimit-tatimor/
http://aku.gov.al/?page_id=2022

Standard Inspection Form —Appeal of Final Decision
Form of Tax Appeal

Form of Procurement Appeal
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plicable sanctions to businesses upon the
final inspection decision. In the meantime,
additional work is being performed to enable
the publication of membership of the Ap-
peals Commission and notices for the dates
of hearings of the administrative complaints.
There is still a need for transparency and
business education concerning the mecha-
nisms of administrative appeal.

Administrative appeal as a legal remedy
to challenge administrative acts in these
structures is viewed by the business rath-
er as a mandatory preliminary condition
or stage that needs to he completed to then
address the administrative courts®. The
decisions of the appeal commissions are
often prejudiced due to the manner of their
drafting, organisation and functioning as

23 In principle, interested parties may only address the court
after exhausting the administrative recourse.

defined by the law and because of the ele-
ments of ‘conflict of interest” of the collegial
bodies dealing with the review of appeals
by being part of the same institution that has
imposed the administrative measure. Deci-
sions to repeal the administrative measures
of inspectorates represent only 14% (in value)
during 2017. This low number of decisions in
Javour of husinesses in the cases of appeals
Jiled against the inspectorvates discourages
businesses firom filing appeals against ad-
ministrative measures.
Meanwhile, in the 2017 Tnvestment Climate” Survey,
the businesses reported that the decisions of the
appeal commissions have been in their favour in
only 24% of the appeals filed against the findings of
reassessments carried out by the tax administra-
tion. This perception seems to be confirmed by the
official data of the TAD, according to which 21% of
the appealed cases have been repealed.

[GITEEA Number of tax appeals repealed and upheld by the DTA

100.0%

75.0%

50.0%

25.0%

0.0%

2013 2014 2015

B TAD Achievements left in force ® TAD Repealed appeals

2018* Reflects data from the second half of 2018
Source: Findings of the Secvelariar*

24 Data from the DTA

2016 2017 2018*

5. VvAdministrative appeals are not always

»

reviewed effectively within the appeal
commissions. From the Secretariat’s anal-
ysis and the information gathered by field
experts and businesses, it is noted that in
many cases, e administvative appeals are
not effectively reviewed within the appeal
commissions ov in compliance with the provi-
sions of the CoAP. This is related to several
reasons which are summarised as follows:
In many cases, theve ave no proper internal
administvative review sessions or adminis-
trative appeal reviews. Except for the Di-
rectorate of Tax Appeal, which follows a
well-established procedure regarding the
organisation and conduct of hearings on
the appealed cases, allowing appellants to
be heard and present evidence and argu-
ments, all other appeal bodies suffice with
the review of the documents submitted by
the parties. Meanwhile, the appeal com-
missions in inspectorates are satisfied
only by the review of the written acts sub-
mitted by the parties without their physi-
cal presence, or this is only enabled when
such a thing is required by the appellant
(e.g., NFA). According to the CI Regulation
“On Determining [nspection Procedure, as a
Regular Administrative Process,”™ the review
of the appeal must he made in the presence
of the appellant, prompting the conduct of
hearing sessions in the context of the ap-
peal filed by the subject. Although it is not
possible for every appeal review to be done
in the presence of the subject, e.g., because
the subject may refuse to participate (@
case not provided for in the Regulation), the

25 Document adopted by Order No. 25, dated 10/08/2018 of
Inspector General

»

»
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standard to be followed for the adminis-

trative review of appeals should be at least

that provided under the CoAP. To increase
the transparency of the administrative re-
view process, the provision of paragraph

35 of the Regulation provides that: “4/4 the
documented stages of reviewing the Appeal
Procedure hy Collegial Bodies arve uploaded to
the e-luspection System, hy the Secvetary and
the Lawyer of the Collegial Body’.

The competencies provided hy the special laws

for different institutions leave voom for inter-
pretation. Even where these competencies
are well defined, the appeal commissions
decide to overcome these competencies.
This is due to the fact that these appeal
structures do not recognise the principles
and provisions of the Code of Administra-
tive Procedures but are inclined to rigidly
apply only the provisions of the special
law under which they are organised and
operate. In quite a few cases, there are
discrepancies between the provisions of
specific laws/instructions and the provi-
sions of the Code of Administrative Proce-
dures. In any case, the latter shall prevail
as they are part of a legal instrument that
is ranked higher than ordinary laws in the
hierarchy?® of laws.

In many cases, the administration does nort
construe the legal provisions of the legislation
in good faith and does not ensuve the general
principle of the law under which any vague
provisions vegulating a particular situation
shall be constvued in favour of the other party
rather than in favour of the State. The ad-
ministration presumes ‘a priori”the viola-

26 Codes are approved by a qualified majority of 3/5 of the
members of the Albanian Parliament.
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tion committed by the entity, by also mis-
using the concept of the “burden of proof”,
obliging the entity to prove that no viola-
tion has been committed, when it is actu-
ally the administration that shall first pro-
duce the evidence and arguments related
to the committed violation, and only then
shall the entity be obliged to produce its
arguments and evidence to the contrary.
However, several laws such as Law No.
10433, dated 16/06/2014 “On Inspection”,
have introduced new approaches to sanc-
tioning some principles of administrative
law, which ensure fair treatment by the
inspection administrations. More specifi-
cally, Article 8 of this law, “Principle of the
most favourable legal provision’, stipulates
that: “Z When legal provisions regulating the
inspection aclivity ave vague, ov in conlradic-
tion with each other, the inspector shall act in
such a manner that is most favourvable for the
inspected entity. 2. Where the inspected entity
has acted in accovdance with a legal requive-
ment which is in contrvadiction with another
legal vequivement, its action shall not he con-
Sideved as a violation”.

Lack of adequate infrastructure for the con-
duct of administrative appeal heavings under
Jaiv conditions and based on the principle of
a fair and public tvial. There are limited hu-
man resources to deal with the procedures
related to such a wide field of activity, as in
the case of the State Inspectorate for Mar-
ket Surveillance and the National Food Au-
thority, which, despite their good will, are

»

»

18

investment.com.al

conditioned by the aforementioned objec-
tive factors in the fulfilment of the duties
assigned to them by the relevant legisla-
tion.

Lack of sustainable capacities with proper
training, up-fo-date with the legislation and
the dvnamical naturve of its changes, and
indoctvinated with the approach of treating
businesses as a paviner. Almost all busi-
nesses with which the Secretariat has
held meetings have raised their concern
regarding the frequent staff changes in
the institutions providing services to busi-
nesses. According to them, this leads to a
loss of “institutional memory”, a need for
constant training and undue delays in ob-
taining responses from such institutions,
even for the simplest procedures that have
already been consolidated, thus artificial-
ly increasing the number of disputes be-
tween the businesses and the administra-
tion. There is evident discontent about the
professional capacities of the administra-
tion, their understanding/updating with
the legislation and the dynamical nature
of its changes, as well as their communi-
cation skills and their behaviour towards
businesses.

Businesses themselves have a poov under-
standing of the mechanism of administva-
tive appeal against public administvation
acls. More often than not, they suffice with
the resolution of their issues through or-
dinary complaints or direct contacts, in
cases where the administration provides

a delayed response or no response at all,
failing to observe the relevant procedures
and deadlines for the filing of formal ad-
ministrative appeals. In this aspect, there
is room for investments from businesses
to enhance internal professional capaci-
ties and recognise and properly observe
the institutional procedures related to the
specifics of administrative appeal and the
principles of the Code of Administrative
Procedures.

On the other hand, the decisions of the Appeal
Commissions ave generally not published,
particularlyin the case of inspectorates. Even
when published, as is the case of decisions
of the Directorate of Tax Appeal (genuine-
ly not an inspectorate), their publication is
not provided regularly. As observed in the
analysis of the Secretariat “On /mproving
the Mechanisms for the Resolution of Dis-
putes hetween Businesses and the Public Ad-
miinistvation’, the publication of reasoned
decisions by the Appeal Commissions
(the decisions of the Public Procurement
Commission may serve as a reference)
paves the way to the unification of the
administrative practice applicable to the
resolution of similar cases in the audit/in-
spection field, provides the entities with a
comprehensive overview of the positions
held on special or specific cases, and im-
poses on the administration the “burden”
to stay faithful to its previous interpreta-
tions, thus limiting its excessive discretion
which leads to subjectivism or arbitrary
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decisions. In this context, the publication
of decisions should be viewed not only as
an opportunity to enhance the transpar-
ency and accountability of the institutions
but also as an effective mechanism for the
correction of institutional practices.

The number of unresolved disputes be-
tween inspectorates and businesses,
which are currently under review by the
Administrative Court of Appeal, appears
to be 2,179. Statistics of the Administra-
tive Court of Appeal show that the number
of pending cases is constantly increas-
ing, while the number of new cases with
businesses in the capacity of plaintiff and
inspectorates in the capacity of the de-
fendant has decreased. We would like to
emphasise that one of the reasons behind
this is related to the insufficient resourc-
es of the Administrative Court of Appeal,
which consists of only 13 judges, while an-
other reason is the variety of cases under
the jurisdiction of this court. Compared to
the total number of pending cases (around
13,000), the number of cases related to
the inspectorates is small. A comparative
overview of the number of cases reviewed
by the Administrative Court of Appeal,
with businesses in the plaintiff’s capacity
and inspectorates in the capacity of the de-
fendant, is provided below.
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Number of pending cases reported by
the Administrative Court of Appeal

3000

2250

1500

750

2014 2015 2016 2017 2018*

Source: Findings of the Secvetariat

Figure 9 and Figure 10 provide a more detailed
overview of the distribution of cases reviewed as
per the relevant inspectorates for 2017 and 2018.
The inspectorates with the highest number of
court cases are the State Labour and Social Ser-
vices Inspectorate and the State Inspectorate of
Environment, Forestry, Water Administration
and Tourism (see Figure 9). In 2018, inspec-
torates with the highest number of cases were

No. of new cases reported by the
Administrative Court of Appeal
300

285

225

150

144
112

75

2014 2015 2016 2017 2018*

State Inspectorate for Territorial Management
(40%), State Labour and Social Services Inspec-
torate (23%), State Inspectorate of Environment,
Forestry, Water Administration and Tourism
(11%) and National Food Authority (10%). The
distribution of court cases against inspectorates
shows the increasing importance of food and
health safety measures, environmental issues
and labour safety.

[EETEEA Distribution of cases reviewed by the
Administrative Court of Appeal, with Inspectorates as
litigant parties, 2017
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[GETIEXEN Distribution of cases reviewed by the
Administrative Court of Appeal, with Inspectorates
as litigant parties, 2018.

State Inspectorate of Labor and Social Services

State Health Inspectorate

National Authority of food

State Inspectorate of Environment and Forests, Water and Tourism
State Inspectorate of Education

National Inspectorate of Territorial Defense

State Technical and Industrial Inspectorate
National Agency for Drugs and Medical Devices
Directorate of Fish and Aquaculture Service

Source: Findings of the Secvelariat

8. By analysing the ratio between the number
of court cases won by the inspectorates and
those won by the businesses, which certainly
depends on the specifics of the case and the

State Inspectorate of Labor and Social Services

State Health Inspectorate

National Authority of food

State Inspectorate of Environment and Forests, Water and Tourism
State Inspectorate of Market Surveillance

National Inspectorate of Territorial Defense

State Technical and Industrial Inspectorate
National Agency for Drugs and Medical Devices
National Authority for Mining Safety and Emergencies

Source: Findings of the Secretariat

relevant inspectorates, it appears that, on
average, 62% of cases have been won by in-
spectorates and 38% by the businesses (see
figure 11).
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[EITEX Report of measures repealed by the Administrative Court of Appeal, 2016-2018*

State Inspectorate of Labor and Social Services

State Health Inspectorate

State Inspectorate of Environment and Forests, Water and Tourism
National Inspectorate of Territorial Defense

State Technical and Industrial Inspectorate

National Agency for Drugs and Medical Devices

Total

Source: Findings of the Secrelariat

3. INTER-INSTITUTIONAL
COORDINATION

A. The unique e-inspection portal,
an opportunity to increase trans-
parency of inspectorates. Its full
functioning and wide usage by all
the inspectorates remain still a
challenge.

The Central Inspectorate, pursuant to Article 16
of Law No. 10433, dated 16/06/2011, has estab-
lished and administers the unique inspection
portal that serves for the programming and coor-
dination of inspections and the exchange of data
through different inspectorates. The secondary
legislation framework on the rules, procedures,
competencies, and e-inspection portal contents
has already been consolidated®.

27 The following acts have been approved with regard to the

0% 15% 30% 45% 60%

m 2017 m2018

The portal has standardised some preliminary
documentation necessary for transparent in-
spection procedures, such as the inspection au-
thorisation or the sectoral check-lists, as per the
inspection field and specific sectors. The min-
utes of inspection and the final decision must be
based on the findings in the course of the verifi-
cation of the check-list. The inspection minutes
and the final decision shall be signed by the in-
spection bodies and the representative of the in-
spected entity at the site of inspection.

Based on the administrative data provided by

unique inspection portal:

DCM No. 696, dated 16/08/2013 “On determining the
procedures for the exercise of competencies by the Central
Inspectorate and the Rules on the content and administration
of the unique “e-inspection” portal”;

Order No. 15, dated 07/05/2015 of the General Inspector “On
the approval of the Rules for determining the procedures and
methods of using the unique “e-inspection” portal”;

Order of the General Inspector No. 95, dated 16/02/2017 “On
carrying out on-line inspections”

Order of the General Inspector No. 284, dated 03/05//2017“On
carrying out on-line inspections”.

the Central Inspectorate, inspections in 2017
have increased three times as compared to
2016. About 13.444 inspections, or 16% of in-
spections, have been carried out through on-
line inspection. The State Labour and Social
Services Inspectorate is the inspectorate that
has digitised the inspection process. The oth-
er inspectorates report a modest number of
online inspections compared to the total in-
spections they carry out. Online inspections
constitute a transparency mechanism by re-
stricting the inspectors’ discretion or their
subjectivity during an inspection. The online
inspection helps real-time monitoring of the
inspection bodies.

[TEXEA Number of online inspections as
compared to the total inspections

120000

106229

90000

60000

30000

Total inspections E- Inspections
m2016 m2017

Source: Administrative data from the Annual
Report 2017, Centval Inspectorate
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When asked to report the impact of the online
business data declaration to the tax authorities,
the businesses have stated that they are satisfied
with the use of on/ine systems, as regards the dec-
laration and reliability of the information, and the
assessment measured using a likert scale format
1 (dissatisfied) - 5 (very satisfied) shows that the
businesses are very satisfied with the use of oz/ine
services. The level of satisfaction and ease of use
of such systems is lower among small businesses
and in some of the less developed areas, for which
the lack of information and human capacities to
use them may generate additional costs and com-
pliance issues. In such cases, awareness-raising
and informing the business is necessary.

[GITEXEN The level of validity of online tax
inspection systems as reported by the business

= Access to electronic completion of declarations
== Data reliability
== Accuracy of data processing
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Source: Survey on the lnvestment Climate 2018,
Secretaviat, Investment Council
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Based on meetings held with the businesses and
representatives of inspectorates, it results that
there is a new approach by some inspectorates
to raise awareness among businesses regarding
the fulfilment of the check-list requirements by
preliminary setting a deadline for their rectifi-
cation (such as, e.g., in the case of inspection on
working conditions by State Labour and Social
Services Inspectorate, or the requirements for
meat trade by NFA) and then inspecting them.
Online inspections constitute only 16% of the
number of inspections carried out by all the in-
spectorates. As also ascertained in the annual
reports of the Central Inspectorate, #e online in-
spection is not vet heing adequately implemented in
practice by all the inspeclovates®.

B. Unification and Standardisation
of Inspection Procedures
as a guarantee for the legal
documentation of the inspection
activity

With Order No. 58, dated 21/08/2014 and the
special Regulation, the Central Inspectorate has
approved the standard formats for the documen-
tation of the inspection activity for all the inspec-
torates:

1. Authorisation of Inspection;

2. Inspection minutes;

3. Intermediate decision for taking the urgent
measure;

Final Decision of Inspection;

Decision for resolving the separate appeal;
Authorisation for replacing the inspectors;
Request for refusal of the inspector’ authori-
sation;

N o ok

28 P. 36, Annual Report 2017 Central Inspectorate

10.
11.

»
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Request for postponing the authorisation of
inspection;

Decision for postponing the authorisation of
inspection;

Decision of the Appeal Commission;
Inspector Badge.

Institutional coordination
between the inspection bodies
for carrying out the joint
inspections, as a prerequisite
for increasing the inspections
efficiency and decreasing the
burden for businesses. Despite
improvements, cooperation
remains sporadic and depending
on the will of the heads of the
institutions. Administrative data
indicate that the total number
of inspections had dropped;
however, the change in the
inspectorates’ competencies
and coordination may enhance
the monitoring efficiency and
the market guarantee role that
the inspectorates play. More
specifically:

Law No. 10433, dated 16/06,2011 “On Inspec-
fion’, has provided an essential guarantee for
the entities subject to inspection by limiting
the time at the disposal of the State Inspec-
torate for carrying out inspections at these
entities. Specifically, Article 26/2 stipulates
that “...the mazximum peviod allowed for annual
inspectionsisfrom 510 15days’ The purpose of
this legal provision is to ensure a low burden
for the businesses, but on the other hand, to
also encourage institutional cooperation and

»

coordination, to ensure the maximum time
for carrying out the inspections does not ex-
ceed 15 days. In practice, joint inspections
have not heen widely used, and the inspec-
tions plans of the State Inspectorate have
not been adequately coordinated. This is
still a burden to the businesses which have
been subject to inspection by different in-
spectorates, even if for short periods of time.
The above coordination is a duty of the State
Inspectorate, which must ensure coordina-
tion of the programmed inspections based
on annual and monthly programs submitted
in advance by the inspectorates.

The lack of institutional coorvdination is
also noticed among the inspectovates and
other hodies that pervform audit activities
oultside the inspectorates’ system hut carvry
out essential functions in identifving infor-
mal activities and protecting faiv compe-
tition. More specifically, the scope of NFA
inspections covers not only the entities regis-
tered with NBC on a voluntary basis, holders
of Tax ID number (NUIS) identifying them as
traders, and consequently as taxpayers to the
tax bodies but also the other entities exercis-
ing a commercial activity without being reg-
istered, such as the livestock traders or meat
selling units. The category of these entities
that have been subject to inspection by NFA
due to violations of the elements related to
food safety is reported by NFA to the tax au-
thorities as totally informal and unregistered
entities. Regardless of this reporting, these
entities were again identified in the future

»
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inspections by NFA as unregistered entities
and out of the focus of the tax administration
measures. Furthermore, NFA confirms that in
no case have they received an official notifica-
tion velated o the measures underlaken hy the
tax administration against such entities, and no
Joint controls/inspections have heen coordinat-
ed. Such alack of coordination is also noticed
as regards the inspectorates or the local units’
bodies in charge of inspection activities which,
even when they identify breaches of the lhygien-
ic and sanilary conditions by the commercial
units, ov unregisiered entifies do not report it to
the respective inspectorate or the tax authority,
but on the contrary, they legitimate informal-
ity by collecting only the local tax/tariff by
these entities.
The Secretariat points out a fuct which
has also been confirmed in the handling
of other issues hy the Investinent Council
(agriculture, tourvism, BPO), that the state
institutions arve inclined to control or in-
spect only the registered entities, often ex-
cluding firom their focus the entities oper-
ating entively informally and outside the
institutional registries. This practice has
brought about a distortion of the market and
distortion of fair competition, and on the oth-
er hand, has unfairly increased the adminis-
trative and fiscal burden only for registered
entities. In their everyday activity, business-
es report the competition from informal or
unregulated activities as one of the main
barriers for doing business and fostering in-
vestment
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RECOMMENDATIONS

ased on the above, we can conclude

that there is progress (though not at

the anticipated pace) of the Inspec-

tion Reform resulting in reducing the
number of inspectorates, reducing the number of
inspection days in businesses, standardising in-
spection procedures, introducing online inspec-
tion, publication of inspectors’ lists. Meanwhile,
the analysis brings to attention issues that have
reduced the pace of the reform against the cur-
rent challenges of the Albanian economy in the
framework of EU integration and confrontation
with regional and global competitiveness.

Further progress, as part of deregulation veform,
requives a moment of reflection and to date im-

pact assessment hy highlighting successes and
priovitising integraled veform interventions with
other stvuctural vefovms such as public adminis-
tration and civil service. The persistence of the
focus of the reform and political engagement
remains a prerequisite given the complexity of
deepening the reform on its content, the com-
plexity of the technical aspect of the inspec-
tion, the alignment of legislation with that of
the EU, the qualitative growth of human re-
sources capacities, and accreditation of tech-
nical-laboratory capacities at the respective
costs. The business consultation mechanism
should be structured integrally and be part of
the RIA to clarify the expected effects of regu-
latory changes for affected parties, especially
for business.

Consolidation of inter-institutional coordination
and cooperation is of paramount importance for
this reform’s success, particularly in enforcing
regulatory requirements that ensure fair compe-
tition between market operators and formalisa-
tion of the economic sectors. This cooperation
also takes particular importance in the frame-
work of the fight against informality where the
role of the inspection functions such as GCD,
GTD, SILSS, NFA and SMS], etc., impacts the
functioning of the market. For this reason, a clear
institutional commitment of the line ministries
(existing or new directorates), further specifying
the competencies responsible for drafting and
monitoring the policies and legislation imple-
mented by the inspectorate, is necessary, and it
would strengthen the cooperation between the
Ministries, the Central Inspectorate and State In-
spectorates.

Preparation of a detailed matrix with all the in-
spection functions and overlaps as an initial
stage of drafiing a concrete timeline plan, rvespon-
sible tnstitutions, clavified methodologies vegarding
revision of the sectoral legal framework by the Line
Ministries, in cooperation with Central Inspectorate
and State lnspectovates. Progvess of the reform in
terms of improving sectoral legislation serves the EU
integration agenda. Avoiding overlapping inspec-
tions as a result of revising sectorial laws and
clarifying competencies at the level both of na-
tional inspectorates and local inspectorates will
increase the efficiency of inspection to the opti-
mal degree. 7he eventually decvease of the number
of tuspectovates and merging of their functions as
pertheir olyject should not condition the enforcement
of the monitoring and vegulatory functions which
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Joresee the protection of consumiers and fair compe-

lition envivonment fov the husinesses.

Full inventory of the legal and regulatory in-
spection framework and its easy access to all
stakeholders (businesses, associations, and in-
spectors) will improve the efficiency of inspec-
tions, strengthen the regulatory/oversight role of
inspections by reducing the compliance costs of
the business.

Free legal and in-distance assistance for inspection
entities hy inspection hodies through the preparation
of stmple manuals for specific sections, accovding lo
the typologies of inspection and husiness character-
#stics. The reformation of the inspection has been
dynamic, procedures and practices have beenre-
vised and standardised, these changes are easily
followed by large companies but with difficulty
by small and medium businesses. Small and me-
dium-sized businesses dominate the structure of
our economy with limited capacities, for which
assistance and counselling are needed. Legal as-
sistance in the form of a call centre/green num-
ber for inspection entities would facilitate the
compliance process of businesses with the laws/
regulatory framework.

Improvement (preparation in those cases of lacking)
and updating of visk methodologies on the latest
seclor-hased moniloving dalabase will increase the
efficiency of inspections and reduce the burden on
businesses. The business structure in the country
is segmented with typologies of small business
units or in the service area. Meanwhile, admin-
istrative capacity is limited both in human and
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financial resources. For this reason, the prepara-
tion of sectoral databases by each inspector and
the risk identification of any activity based on
objective criteria would enable effective inspec-
tions and their reasonable distribution within
a certain period. Risk criteria should be set out
in sectoral legislation, while public institutions
should keep systemic and structured statistics.

The prepavation/improvement and disclosurve of
the methodologies applied by inspectors o eslablish
appropriate and proportionale administvative mea-

surves is considerved a means of limiting avbitvary
and selective decisions. The standardisation of in-

spection procedures makes it necessary to draft
and standardise the methodologies for setting
administrative measures, using the principle of
proportionality regarding the economic damage/
consequence caused by the violation. 7o meet this
purpose, based on legal obligations deriving from
the provisions of Avticle 7 and 8 of Law No.10433,

the Council of Ministers/CI need to approve the Gen-

eral Regulation on the Methodology for lmposing
Administrative Sanctions, whereas state and local
inspectorates need lo approve their respective meth-

odologies for administvative sanctions in their field
of inspections”.

29 SILSS is the first state inspectorate which has prepared
and published on the official website of the institution a Matrix
on the decision-making of inspectors and the administrative
measures foreseen for each specific violation of the labor
legislation: http://inspektoriatipunes.gov.al/sq/testo- activity-
per-application-of-law /. The matrix is supported by a
methodology that guarantees proportional administrative action
in relation to the violation committed, promotes transparency
and limits the arbitrary inspection practices and imposition of
penalties by raising employer awareness to self-correction,

as well as establishing positive premises to guarantee equal
treatment for employers irrespective of the business segment
where they operate. Adoption of a such Methodology/Matrix
has been also a recommendation of IC Secretariat: https://
www.investment.com.al/wp-content/uploads/2017/06/0On-
Labour-Code-Penalties-Eng-1.pdf

Finalisation of check-lists for inspection func-
tions at local level inspectorates and performing
of such inspections online, as in the cases of in-
spections conducted by national inspectorates.

Increase the number of planned inspections
during 2019, with the objective of reaching a ra-
tio of 85% with 15% between planned and non-
planned inspections. The focus of the inspec-
tions should aim to advise and assist businesses
to comply with the sectoral standards, while ad-
ministrative sanctions should be considered the
last means to meet the inspection objectives.

Sustainability and training of the stayf of the inspec-
lovates. The molivation of the inuspection’s hodies,
their periodic lesting and performance evaluation
based on well-defined criferia. Staff training pro-
grams for inspectors, particularly for complaints
review committees related to the inspection
functions and sectoral standards required by the
legislation.

Strengthen and stvuctuve communication with the
business in the function of transpavency and com-
Ppliance with sectoval compliance standards and
inspection procedures. The lack of prior consul-
tation with companies in a series of initiatives
has become the source of administrative dis-
putes that have been addressed by the appeals
structures of the institutions themselves or the
Administrative Court. Itis estimated that the ex-
istence of these mechanisms would enable the
promotion of dialogue between the parties and

the reduction of business costs. Economic op-
erators should become aware of the challenges
related to compliance with the obligations and
standards deriving from the alignment of the
legislation with acquis and should be proactive
in adopting and discussing the sectoral legisla-
tion.

Unification of administrative practices through the
publication of commentaries. From the viewpoint
of businesses, experts and stakeholders contact-
ed by the Secretariat, the unification of consoli-
dated practices is seen as one of the essential
elements that would considerably reduce the
number of complaints against tax administra-
tion decisions and improve business perception
indicators related to it. A crucial role in unifica-
tion can also play State Advocacy through its
active role in interpreting legal issues of general
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character for all public administration. For this,
legal changes are required in Law no. 10018 dat-
€d 13.11.2008 “On State Advocacy”.

1t is suggested that there is a unification and cen-
tralisation of the appeal of the luspectovales at the
Centrval Inspectovate to increase the professionalism,
independence and trust of complaints at the State In-
speclorales as well as the conduct of heavings during
the examination of administrative complaints.
The committees responsible for reviewing the
complaints shall be composed of experts of the
actual field of inspection and representatives of
the SI who have established the administrative
measure. Modalities and procedures followed
are to be set out in a separate regulation and be
public on the website of Cl and of any SI. For this,
itis necessary to make changes to Law no. 10433
dated 16.06.2014 “On Inspection”.
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General sampling data for businesses involved in the survey

Questions

Rajonet

Response Category

Frequency (in No.)

Frequency in (%)

Annual Turnover

Number of Employees

Southeast Region 67 19.4%
Southern-Coastal Region 112 32.4%
Central Region (Tirana) 123 35.5%
Northern Region 44 12.7%

Response Category

Deri né 8 Mio Lek

Frequency (in No.)

197

Frequency in (%)

59.3%

Mbi 8 Mio Lek

Response Category

Up to 50 Employees

135
Frequency (in No.)

232

40.7%
Frequency in (%)

69.7%

Over 50 Employees

101

30.3%

Regions/District

Tax/Inspection
Authority

Shareholders

Sectors
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Response Category Frequency (in No.) Frequency in (%)
Berat 6 1.7%
Dibér 5 1.4%
Durrés 51 14.7%
Elbasan 9 2.6%
Fier 14 4.0%
Gjirokastra 15 4.3%
Korca 37 10.7%
Kukés 4 1.2%
Lezha 11 3.2%
Shkodér 24 6.9%
Tirana 123 35.5%
Vlora 47 13.6%

Response Category

Frequency (in No.)

Frequency in (%)

No response 13 3.8%

Regional Directorate 285 82.4%

Big Taxpayer 48 13.9%

Response Category Frequency (in No.) Frequency in (%)
No response 95 27.5%

Local capital 215 62.1%

Shared capital 19 5.5%

Foreign capital 17 4.9%

Response Gategory Frequency (in No.) Frequency in (%)
Industry 18 5%

Construction 20 6%
Trade 44 13%
Telecommunication, transport, warehousing | 88 26%
Hospitality/Food/Drinks 89 26%
Financial/insurance/professional services 35 10%

Other services (low skilled) 51 15%
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Business perception on investment climate 2018

Complexity of legislation
nplementation of legislation in practice
Fiscal burden - TAP / Profit Tax / VAT
Fiscal Burden - Local Taxes and Tariffs
Tax Controls

Relations with the Administration

Unfair competition 40%

Compliance with legal requirements 50% 28%
Level of Corruption 39% 53%

0% 25% 50% 5% 100%

= Not at all important = Not important Somewhat important = Important = Very important

Source: 2018 IC “Investment Climate” Survey

Business climate indexed (average score per components of investment climate based on likert
scale 1- very unfavourable, 5- very favourable investment climate)

4.03
3.85 3.86

3.85 Og'\
3.68 %2\
3.50 3.4 3.40 3.40
| No o o 334
3.33

3.15
2.98 _—
Registration Licensing Relations Legal basis Fiscal burden Employee Borrowing
with public qualification procedures
administration / costs

Source: 2018 IC “Investment Climate” Survey
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INVESTMENT CLIMATE 2018,
ON INSPECTIONS

Frequency of businesses reporting to experience fiscal controls/visits or inspections (2017-2018)

Fiscal Control Fiscal Visit Field inspection
60% 60% 60%
50% 50% 50% 0,

50% = 53%
40% 40% 40%

41%
0,

30% 30% 36 A‘ 30% 45%
20% 20% 20%
10% 10% 10%
0% — 0% m— 0% m—

2017 2018 2017 2018 2017 2018

Source: 2018 IC “Investment Climate” Survey

Ratio between fines/Overall Administrative penalties for 2017 per main inspectorates

State Technical and Industrial Inspectorate _ 33%

State Inspectorate of Market Surveillance | NN 55%
State Inspectorate of Environment and Forests (R 84%
State Health Inspectorate | NNREGE 93%

National Inspectorate of Territorial Defense —100%

0 0.25 0.5 0.75 1 1.25

Source: Administrative Data, Annual Report of Central luspectorate 2013-2017

Note: The rate of 100% reflects the fact that all penalties given by an inspectorate have been fines. The
graph summarises only inspectorates that have reported fines and other administrative measures.
The inspectorates listed are those bearing the majority of inspections in the system. From the data
reported, inspectorates with the highest fines rate to administrative penalties are NTDI, SIEFWT.
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ELZT2XAA Distribution of fines by inspectorates in 2017 (in %)

B KMT
ISHMT
ISHPSHSH
ISHTI

B ISHVP

B ISHU

Source: Addministrative Data, Annual Report of the Central lnspectorate 2013-2017
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INVESTMENT CLIMATE 2018,
ON INSPECTIONS

the respective inspeclovales ave organised
and function, as well as the provisions of
the material laws implemented hy each
inspectorate.

OFCD's Best Practice Principles on Stakeholder
Engagement in Regulatory Policy, 2017

Order no. 15 dated 07.05.2015 of the Iuspector
General “On the Approval of Rules for
Determining Procedures and Ways, for the Use
of the Unigque luspection Povial” e-luspection *;

Order No.25 dated 10.08.2018 of the Inspector
General

Order of the uspector General No. 284 dated
03.05. 2017 “On conducting online inspections”

Order of the Inspector General No.95 dated
16.02.2017 “On conducting online inspections”

15. The Role of Inspections in the Enforcement

of Legislation with Main Focus on
Business Related lnuspection in Sevhia-
Andreja Mavusic, Slvica Penev (2011)
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