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The Investment Council is a public-private dialogue platform and aims to
build mutual trust between private sector and government, contributing to
the institutionalization of policy dialogue in place. The Investment Councll,
is chaired by the Minister responsible for the economy and is composed
by representatives from government, private sector and development
partners. The Investment Council is supported by the Ministry of Finance
and Economy, the European Bank for Reconstruction and Development
(EBRD) and the Swiss State Secretariat for Economic Affairs (SECO).
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COVIB-18 AND

MAIN
FINDINGS

he COVID-19 pandemic, an extraor-

dinary situation, is perceived to have

caused a disruption of the business ac-
tivity for more than half of the companies in all
the sectors of the Albanian economy, primarily
due to the protective measures taken to curb
the pandemic outbreak, as well as due to the
disruptions in the trade of goods and services.
The easing of restrictions gradually caused
the economic activity to rebound to its normal
levels, though, with 15% of the businesses de-
claring one year after the pandemic outbreak
that they had not yet resumed their activity,
predominantly in the tourism sector.
One year after the pandemic outbreak, compa-
nies lowered their “very negative” expectations
regarding the impact of the pandemic in their
economic activity. A part of the businesses
that considered the impact that the pandemic
would have in their business as “very negative”
in 2020, largely estimated the impact as “neg-
ative” in 2021, with an increase in the number
of businesses that consider their activity to not
be affected by the pandemic, as well as in the
number of those that consider the impact to
have actually been positive, mainly in the Ser-
vice Sector.
The vast majority of the businesses across all
the sectors of the economy reported decreas-
es of more than 20% in their revenues over
the duration of the pandemic, during both: its
outbreak and over the first year of COVID-19.
In contrast to the 2020 survey where the busi-
nesses across all sectors declared a drop in
their revenues, a modest proportion of busi-
nesses in the services, construction and com-
mercial sectors (respectively 2.2%, 5.9% and
2.5%) reported an increase of more than 5% in

ENTERPRISES IN ALBANIA

their revenues in the 2021 survey.

The reported data indicate that the first year
of the pandemic has forced businesses to rely
less on imports and attempt to substitute im-
ported goods with local ones. Services, Agri-
culture and Construction are the sectors that
have been able to mostly shift to local products.
For both periods of the analysis, the lack of
customers and liquidity shortages remained
two of the main problems for businesses
across all sectors. The lack of customers was
reported as an increasing problem specifically
for the tourism and services sectors. On the
other side, construction and commercial sec-
tors consider the increase of problems related
to liquidity shortages as one of the main con-
cerns.

Technology and online services usage rapid-
ly increased during the pandemic and were
widely utilized by businesses. In 2021, 87% of
businesses reported that they would continue
to rely on these services even in the future, as
compared to 81% who reported the same in
2020.

The COVID-19 pandemic highlighted the lack
of preparation from the companies in deal-
ing with emergencies. When asked in 2020
whether they had approved any emergency
plans, a total of 86% of the businesses re-
sponded negatively, by also adding that they
had never considered approving such a plan.
One year after the pandemic outbreak, over
50% of the businesses in the survey re-
sponded that they were considering approv-
ing a strategic plan that would enable them
to prepare for future emergencies, most
notably in the Agriculture, Commercial and
Tourism sectors.

INTRODUCTION

ollowing its objective of assessing the
overall business climate in Albania,
the Secretariat of Albanian Investment
Council undertook the initiative of organizing
two surveys during the pandemic period in
the country, which were conducted with a
time difference of one year.
The aim of this analysis is to compare

the differences in the responses of the
businesses during a one-year timeframe, as
well as highlight the similarities and main
findings from the businesses assessments on

the impact of the pandemic on their activity.
This publication was prepared in cooperation
with Tomas Muga, student of EPOKA Univer-
sity.
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METHODOLOGY

he first survey was conducted during
the period of April-May 2020, while
the second survey during April-May
2021. Both surveys contained open- and

(iii) Challenges of COVID-19;

(iv) COVID-19 and online services.

The surveys were delivered to businesses via
the electronic mail. All the responses were re-

DATA
ANALYSIS

SAMPLE
G Sample distribution as per county

Business Location

close-ended questions, with the purpose of  ceived online, with a total of 833 businesses 45% 43%
gathering information related to: that responded to the survey during the out- 40%
(i)  COVID-19 impact on business break of the pandemic and 427 respondents - 29,
activity; one year later. The simple random method is )
(ii) COVID-19 and imports; used for the data analysis'. 30%
25%
20% 18%
5%
o)
1% 12%
10% 9% g%
9 6%
5% woowm W T S B O i I
o 2%
0%
= 2020 m 2021 Source: AIC Secretariat Survey
Sample distribution as per turnover
Business size based on last year revenue
over ALL 14 million
55%
up to ALL 5 million
ALL 8-14 million
ALL 5-8 million
] T T T T T 1

0, 0, 0 0, 0, 0, 0,
1 For more information regarding methodology and analyses, 0% 10% 20% 30% 40% 50% 60%

please refer to our publications: Survey 2020 “Covid19 and
Business”; Survey 2021 “Covid19 and Business”

Source: AIC Secretariat Survey

W 2020 | 2021
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m 2020

20%

30%

m 2021

40%

53%

50% 60%

Source: AIC Secretariat Survey

COMPARATIVE
ANALYSIS OF

SURVEYS' RESULTS

ACTIVITY CLOSURE DURING COVID-19

he business responses show a signifi-
cant difference among businesses that
entirely closed their activity during the
initial period of the pandemic, and those that
continued keeping their business closed even
one year after the pandemic outbreak. The
cause of this 32-percentage point difference is
directly related to the shutdown order that was

G Activity closure during COVID-19

issued during the initial pandemic outbreak,
which corresponds to the period when the first
survey was conducted in 2020.

The data indicate that a significant portion of
businesses that were forced to close their ac-
tivity during the initial phases of the pandemic,
were able to normally resume with their work
within one year.

Did you close your activity as a result of COVID-19?

Yes, entirely

Yes, partly
24%
No
11%
-5% 5% 15% 25%

m 2020

The two following graphs demonstrate a no-
table decrease of the number of businesses
across all sectors that totally closed their
activity, by comparing the data of the 2020
survey with those of 2021. This was accom-
panied with an increase in the number of
businesses reporting partial closure of their
activity. A very significant difference is the

47%

61%
42%

35% 45% 55% 65%

m 2021 Source: AIC Secretariat Survey

one in the tourism sector, with a decrease
from 75.3% of the businesses in this sector
that entirely ceased their activity in 2020, to
only 31% that report the same in 2021. This
might be a result of the relaxing of restric-
tions in Albania during the tourism season
in summer, both for domestic and foreign
tourists.
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There is also a significant increase in the
number of businesses in the service sector
that report not having ceased their activi-
ty at all, from 13% to 31%, but on the other
hand, the number of businesses in the ag-
riculture sector reporting that their activity

was not disrupted decreased, from 24% to
10%. One of the factors that might have in-
fluenced this difference is the difficulty in
exporting due to the closure of borders and
the increase of restrictions during the pan-
demic period.

Activity closure during COVID-19 as per main economic sectors

AGRICULTURE

Yes, entirely

Yes, partly

No

10%

0% 20% 40% 60% 80% 100%

m2020 m2021

TOURISM

0/
Yes, entirely 75.3%

Yes, partly

No

12%

0% 10% 20% 30% 40% 50% 60% 70% 80%

m2020 m2021

CONSTRUCTION

Yes, entirely

Yes, partly

82%

No

12%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

m2020 m2021
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Yes, entirely

80% Yes, partly

Yes, entirely

Yes, partly

Yes, entirely

Yes, partly

INDUSTRY

63.6%
66%

No
24%

0% 10% 20% 30% 40% 50% 60% 70%

m2020 m2021

SERVICES

57%

No

0% 10% 20% 30% 40% 50% 60%

m2020 m2021

TRADE

65%

No

0% 10% 20% 30% 40% 50% 60% 70%

m2020 m2021

Source: AIC Secretariat Survey

COVID-19 IMPACT ON BUSINESS ACTIVITY

Generally, a decreasing trend was noticed in
the negative perception that the businesses
had over the pandemic impact on their ac-
tivity. The data comparison shows that the
number of businesses that estimated the
COVID-19 impact as “very negative” dropped
from 67% in 2020 to 43% in 2021. A part of
the businesses that considered the impact

COVID-19 impact on business activity

Very negative
Negative

No impact
Positive

Very positive

0% 20%

m 2021

As noticeable from the following graph, the
segmented data according to business ac-
tivity type also demonstrate a significant in-
crease of the respondents that consider the
COVID-19 pandemic impact on their business-
es as “negative” and not “very negative”. In-
dustry is the sector where this improvement
of the perception over the impact of COVID-19
is more prominent, with a drop of 31 percent-

that the pandemic would have in their busi-
ness as “very negative” in 2020, largely esti-
mated the impact as “negative” in 2021, with
an increase in the number of businesses that
consider their activity to not be affected by
the pandemic, as well as in the number of
those that consider the impact to have actu-
ally been positive.

67%

40% 60% 80%

m 2020

Source: AIC Secretariat Survey

age points in the portion of businesses in the
industry sector that have assessed the impact
of the pandemic as “very negative” (from 65%
in 2020, to 34% in 2021). On the other side,
despite this decrease, tourism remains the
most negatively affected sector by the pan-
demic, with 71% of the businesses that con-
tinue to consider the impact as “very nega-
tive”, from 81% in 2020.
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COVID-19 impact on activity according to main economic sectors

AGRICULTURE

Positive

No impact

Very negative

57%

Negative 60%

0% 10% 20% 30% 40% 50% 60%  70%

12020 m2021

TOURISM

Positive

No impact

Very negative

INDUSTRY

Positive

No impact

Very negative 65%

Negative 63%

0% 10% 20% 30% 40% 50% 60% 70%

12020 m2021

SERVICES

Positive

No impact

Very negative

COVID-19 impact on activity according to turnover

UP TO ALL 5 MILLION

ALL 5 - 8 MILLION

Negative

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

12020m2021

CONSTRUCTION

Positive

No impact

Very negative

Negative

0% 10% 20% 30% 40% 50% 60%

12020m2021

Similarly, the data segmentation according to
annual revenues show an improvement of the
perception over the pandemic impact on the
activity of the businesses surveyed after the
first year of the pandemic. The proportion of
the businesses that selected the alternative
“very negative” to respond to the question
regarding the impact of COVID-19 dropped
for all categories of annual revenue, with the
most prominent being the halving in relative

12 ‘ COVIB-18 AND
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No impact

56% Very negative

65%

Negative 46%

0% 10% 20% 30% 40% 50% 60% 70%

12020 m2021

TRADE

Positive

1%

Negative

0% 10% 20% 30% 40% 50% 60% 70% 80%

12020m2021

terms of large businesses (over ALL 14 mil-
lion) that selected this alternative, from 65%
to 32%. A slight increase of the businesses
that selected the alternative “no impact” is
noticed, as well as of those that indicated that
the pandemic had a positive impact in their
activity. This was mostly apparent in the busi-
ness categories with revenues of up to ALL 5
million and within the range from ALL 5 mil-
lion to ALL 8 million.

Positive Positive
No impact No impact
Very negative 45% 68% Very negative 68%
Negativ 45% Negativ 30%
0% 10% 20% 30% 40% 50% 60% 70% 80% 0% 10% 20% 30% 40% 50% 60% 70%
m2020 m2021 12020 m2021
ALL 8 - 14 MILLION OVER ALL 14 MILLION
Positive Positive
No impact No impact
Very negative 72% Very negative 65%
Negative o Negative
40% 58%
0% 10% 20% 30% 40% 50% 60% 70% 80% 0% 10% 20% 30% 40% 50% 60%

m2020 m2021

12020 m2021

Source: AIC Secretariat Survey

COVID-19 IMPACT ON BUSINESS REVENUES (ANNUAL INCOME)

The vast majority of the businesses across all
sectors of the economy reported decreases in
their revenues over the duration of the pandem-
ic, in both: its outbreak and over the first year of
COVID-19. In the 2021 survey, a slight increase
of businesses declaring that the pandemic had
no effect on their annual revenues is noticed.

In contrast to the 2020 survey where the busi-
nesses across all sectors declared a drop in
their revenues, a modest proportion of busi-
nesses in the services, construction and com-
mercial sectors (respectively 2.2%, 5.9% and
2.5%) reported an increase of more than 5% in
their revenues in the 2021 survey.
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COVID-19 impact on revenues according to main economic sectors
How will COVID-19 impact your
company's revenues during 20207
Trade 7 N N 7 N N N Y7 1
Construction 7 N 7 B N 722
Services ag oy %
Tourism e a0
Industry I 7 N O Y7 72 A Y T
Agriculture o0 0| 00% 00

0.0% 10.0%  20.0%  30.0% 40.0%  50.0%

60.0% 70.0% 80.0% 90.0% 100.0%

m Reduction of up to 20% m Reduction from 20% to 50% No impact

m Increase of more than 5%  m Reduction of more than 50%

How much did COVID-19 impact your
company's revenues during 20207

Trade

Construction

Services
Tourism
Industry
Agriculture

0% 10% 20% 30% 40% 50%

M Increase of revenues

7 N N N N A I
B L S A N
R S 7 N A
770 1 N N N N N
R 7 N N 72 N N
7 N Y A

60% 70% 80% 90% 100%

W Reduction of less than 5% No impact

m Reduction from 5% to 20% m Reduction of more than 20%

For all business categories based on annual
revenues, there has been a considerable de-
crease of the number of businesses that re-
port a drop of more than 20% in their revenues
This indicator dropped from 80.7% to 71.2%
for businesses with revenues of up to ALL 5
million; from 83.8% to 71% for those with reve-
nues ranging from ALL 5 million to ALL 8 mil-
lion; from 82.4% to 76.4% for businesses with
revenues ranging from ALL 8 million to ALL 14
million; and a considerable drop from 78.3%

14 ‘ COVIB-18 AND
ENTERPRISES IN ALBANIA

Source: AIC Secretariat Survey

to 48% for large businesses with revenues
surpassing the ALL 14 million threshold. This
shows that large businesses had better results
in facing the pandemic crisis, by maintaining
lower levels of the decrease in their revenues.
On the other side, more than 10% of large
businesses declare in the 2021 survey that the
pandemic did not have any negative impact on
their revenues, while 3.3% declare that they
even had an increase of more than 5% of their
annual revenues.

COVID-19 impact on revenues according to business size

How will COVID-19 impact your
company's revenues during 20207

over ALL 14 million
ALL 8-14 million 16.4% 76.4% 0.0% 1.3%
ALL 5-8 million
up to ALL 5 million

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0% 100.0%

m Reduction of up to 20% m Reduction of more than 20% m Increase of more than 5%  ® No impact

How much did COVID-19 impacted your
company's revenues during 20207?

over ALL 14 million 18.1% 78.3% 0.9%2
ALL 8-14 million [ 824% 24%
ALL 5-8 million 13.2% 83.8% 2.9%

up to ALL 5 million 16.9% 80.7% 24%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0% 100.0%

m Reduction of up to 20% = Reduction of more than 20% m Increase of revenues ~ ® No impact

Source: AIC Secretariat Survey

IMPORTS DURING COVID-19

Businesses report that during the first year
of the pandemic, they have faced more issues
related to the supply of goods and raw mate-
rials from imports, with a total of 69% of the
respondents confirming this compared to 52%
during the pandemic outbreak.
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Issues related to the supply of goods and raw materials from imports

If yes, does the lack of imports affect the continuity of your business activity

COVIB-18 AND

Did you face problems with the supply of goods and raw materials from imports?

Yes

No

0% 10% 20% 30% 40%

m 2021 m 2020

From the data of the following graph, it
appears that the first year of the pandem-
ic has forced businesses to rely less on
imports and attempt to substitute import-

GTTICER Reliance on imports

69%

50% 60% 70% 80%

Source: AIC Secretariat Survey

ed goods with local ones. Services, Agri-
culture and Construction are the sectors
that have been able to mostly shift to local
products.

Did the issues in imports impact the continuity of your business activity?

Yes, | rely
entirely on imports

Yes, but | can partly
substitute imports
with local goods

No, | can rely entirely
on local goods

0% 10% 20% 30%

W 2021 Survey

ENTERPRISES IN ALBANIA

69%

40% 50% 60% 70% 80%

M 2020 Survey

Source: AIC Secretariat Survey

(2021 Survey):

Agriculture
Industry
Tourism
Services

Construction

Trade

0% 20% 40%

| Yes, | rely entirely on imports

60% 80% 100%

W Yes, but | can partly substitute imports with local goods
No, | can rely entirely on local goods

Other

In 2020, businesses reported issues related
to imports from a number of countries, topped
by the member countries of EU and China. As
a result, according to the 2021 survey, a con-

Source: AIC Secretariat Survey

siderable number of businesses shifted their
countries of imports, while 21% of them fully
substituted imported goods with local prod-
ucts.

[ZTZXEN Issues related to imports and the shift of importing countries

There have been issues with imports from:

All countries _ 22%

China and other countries - 12%

CEFTA countries F 3%

- T T T

0% 10% 20% 30%

40% 50% 60% 70%

Source: AIC Secretariat Survey
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Shift of importing countries

If you have shifted countries of import,

| did not shift the
country of import

North America

China

| entirely substitued
imports with local goods

European Union
Balkan countries 13%

0% 10% 20% 30%

COVID-18 CHALLENGES

For both periods of the analysis, the lack of cus-
tomers and liquidity shortages remained two of
the main problems for businesses across all
sectors. The lack of customers was report-
ed as an increasing problem specifically for
the tourism and services sectors. On the oth-
er side, construction and commercial sectors
consider the increase of problems related to li-
quidity shortages as one of the main concerns.
In 2020, failure to pay employees’ salaries was
reported as one of the 3 main concerns of busi-

Main challenges facing the businesses

please specify:

58%

40% 50% 60% 70%

Source: AIC Secretariat Survey

nesses in the tourism and commercial sector,
but this problem does not top the 3 main busi-
ness concerns anymore for any sector. This
is predominantly due to the impact of the sup-
portive packages launched by the government
to improve the conditions of the local business-
es at the height of the pandemic. Agriculture
and construction sectors, which identified the
organization of work as one of their main prob-
lems, did not report this concern anymore one
year after the pandemic outbreak.

Please, specify challenges that you faced during last 12 months?

(Survey 2021)

21% 2%

Shortage of clients

Lack of liquidity 15% 19%

Decrease in production

Increase of costs

Difficulties on complying
with tax obligations

0% 20% 40% 60% 80% 100%

M Agriculture I Industry Tourism

18 ‘ COVIB-18 AND
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Services M Construction " Trade

Please, specify challenges that you are currently facing?

(Survey 2020)

15%

16%

Shortage of clients

Lack of liquidity 19%

Decrease 0°
in production 0

Difficulties on
salary payment

Difficulties on
organizing 12%
work activities

Difficulties on
complying with
tax obligations

0% 10% 20% 30%

M Agriculture M Industry

A trend of the businesses to utilize the oppor-
tunity of remote working is noticed, as e means
of addressing the labor shortage. A total of
52% of the businesses that utilized the oppor-

IO Labor force

15% 0%
0% [ 0%

40% 50% 60% 70% 80% 90% 100%

Tourism Services M Construction ' Trade

Source: AIC Secretariat Survey

tunity of remote working during the first year
of the pandemic, declare that they will continue
doing so even in the future, as an alternative to
office work.

What mesures did your company take to address the labor shortage?

No measure

Termination from
employment

Remote work

Annual leave

No answer

0% 5% 10% 15%

W 2021

20% 25% 30% 35% 40% 45%

m 2020

Source: AIC Secretariat Survey
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COVID-19 AND ONLINE SERVICES

A vast majority of the businesses responded centage points, with 75% of the businesses
that they had utilized online services during responding “Yes” in the 2020 survey and 84%
the pandemic, marking an increase of 9 per-  responding positively in the 2021 survey.

TTZECH Online services

Did you utilize online services during this period?

70% 2% 74% 76% 78% 80% 82% 84% 86%

Source: AIC Secretariat Survey
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In the future, will you consider remote
work as an alternative to office work?
| do not know 21%
Other 2%
0% 10% 20% 30% 40% 50% 60%
Source: AIC Secretariat Survey
The data comparison shows that there is a stages of the pandemic, are being overcome.
reduction in the plans of businesses to termi-  On the other hand, a larger portion of busi-
nate employees from their work or to lower nesses are able to rely on loans from banks
their production to ensure business continui-  or on the revenues of previous periods, in or-
ty. It appears that these temporary measures, der to address the challenges related to their
which were more common during the initial  business continuity.
Measures to address business continuity
What are the measures that you will take to ensure business continuity?
Use revenues from
previous periods
Reduction of costs
(reduction of number of
employees, of production, etc)
Loan from bank
Other
[ will not have
any problems
0% 5% 10% 15% 20% 25% 30% 35% 40%
m 2021 m 2020
Source: AIC Secretariat Survey
COVIB-18 AND
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Similarly, 87% of the businesses report that they are considering to continue utilizing these ser-
vices even in the future, as compared to 81% in the previous survey.

[GIMZXEA Online services

Do you consider using them in the future?

87%
Yes
| dont
know
No
10% 30% 50% 70% 90%

| 2021 | 2020

Source: AIC Secretariat Survey
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COVIB-18 AND

COPING WITH EMERGENCIES

The COVID-19 pandemic put businesses in
Albania in a difficult situation. When asked in
2020 whether they had approved any emer-
gency plans, a total of 86% of the business-
es responded negatively, adding that they had

never considered approving such a plan. One
year after the pandemic outbreak, over 50% of
the businesses responded that they were con-
sidering approving a strategic plan that would
enable them to prepare for future emergencies.

FTCE N Plan for emergencies

Did your company already have an approved emergency plan? 2020 Survey

Yes 14%

0% 2% 4% 6% 8% 10% 12% 14%

Do you consider approving a strategic plan for emergencies, given the
eksperience with COVID-19? 2021 Survey

Other h 2%

I'do not | 3/
know
No | 2%
Yes — 52%
0% 10% 20% 30% 40% 50% 60%

Do you consider approving a strategic plan for
emergencies, given the experience with COVID-19?

Agriculture 70.0% 30.0%
Industry 50.0% 13.2% 34.2% 2.6%
Tourism 39.1% 10.2% 32.1% 2.0%
Services 511% 14.3% 31.8% 2.1%
Construction 41.1% 5.9% 41.2%
Trade 52.5% 1.5% 38.8% 1.3%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
mYes mNo mldonotknow m Other
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ABOUT INVESTMENT COUNCIL IN ALBANIA

The Investment Council facilitates the development of mutual trust between the business
community and the government in Albania and contributes to an incremental institutionalization of
effective policy dialogue. It contributes to the national reform and economic transition process by
enhancing institutions, laws and policies that promote market functioning and efficiency.
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